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LTHOUGH much shorter than its immediate pre- A feature of the Bill with wide practical significance es 
decessor, the Finance Bill is longer than the Act of springs from the Chancellor's brief mention that it would pU 
1970 and contains five more schedules than appeared in provide for the investment income surcharge to apply to all ho 
the Finance Act 1971. The Budget earned the epithet income of trusts that is or might be accumulated, with aa 
‘neutral,’ but the Bill which enshrines its proposals is opportunities for reclaim by a beneficiary. The expression — 
clearly partial to the Treasury and devotes much attention ‘investment income surcharge’ did not appear in the ^ 
to the closing of actual or prospective occasions of loss of Finance Act 1971 but has been adopted in official publica- — 
revenue. | tions. The statute provides for the imposition of income — 
The hand-outs are negligible — £7} million to charities tax at an additional rate of 15 per cent on investment 
for diminished covenant income over four years; twice that income above £2,000 and that term is sanctioned by the 4 
amount in a single year as the price of £40 tax-free savings final clause of the new Bill. m. 
bank interest and higher income limits for the aged; £5 The outline of the new system is readily discernible if ES 
million for substitution of later sale prices for quoted one considers first a discretionary trust which distributes a 
securities in the estate duty valuation, balanced by higher all its income in the year of receipt. The trustees are to be — p 
stamp duties on share capital. The hypothetical sacrifice liable for additional rate tax on all income available for Sipe 


of £165 million from value added tax on sweetmeats may 
reflect no more than the sticky problem of suppressing 
evasion but new fetters forged for group relief prevent the 
escape of {100 million in corporation tax. 

The first of the two changes in personal reliefs is a rise 
in the starting-point of liability to income tax on the part 
of persons over 65 with small incomes. For a married 
couple of whom one at least is elderly the threshold becomes 
[1,000 with a recapture rate of 20 per cent (on top of the 
30 per cent basic rate) above that point until the relief 
ceases to be beneficial at £1,340. For a single person it 
does not pay to claim the relief above £858. 

' Next, individuals incapacitated by old age or infirmity 
from maintaining themselves may receive a transfer of the 
_income of a relative up to an amount which will bring 
the recipient’s total income up to an amount measured as 
he sum of the standard old age pension and £100 (or, if 
the contributing relative is a single woman, £145). Mothers 
nd mothers-in-law who are on their own qualify as 
transferees without proof of old age or infirmity. The 
transferor has his top slice of income reduced by a maxi- 
um of £100 (£145 if a single woman) although only 
rarely will this relief reduce the investment income sur- 
charge of 15 per cent. 











distribution. If it is not taxed at source they must find 
45 per cent. It is noteworthy that this formula exempts from 


additional rate tax the income applied in defraying expenses. 


of the trustees in the year which are properly chargeable to 
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income, or would be so but for any express provisions of 


the trust. 
A credit in respect of both basic rate tax and additional 
rate tax accrues to a beneficiary where the trustees make a 
-payment to any person in the exercise of a discretion exer- 
cisable by them or any other person in circumstances such 
that it becomes the income of that beneficiary for tax pur- 


- poses. This approach is designed to recognize the fact that 
some income payments may be made out of capital in 


augmentation of annuities or income or may be derived 
from accumulated income of prior years. 'The net amount 
paid requires to be grossed up at 45 per cent to yield the 
measure of the beneficiary's credit and the amount for 
which the trustees are accountable. 

In this connection it seems that Parliament is being 
asked to legislate for 2 situation not acknowledged in law. 
As is generally known, someone providing an income pay- 
ment is responsible for deducting tax at the basic rate, 
usually to be handed over to the Collector. Except where 
companies are concerned, however, the author of the pay- 
ment is entitled to retain that tax if possessed of taxable 
income up to an equivalent level in the same tax year. To 
the extent that his current income is deficient he must 
surrender tax to the Collector, subject to an extra-statutory 
concession. This concession removes the time barrier and 


permits recourse to the income of earlier years not already 


matched with outgoings. The concession is intended to 
apply to fixed obligations the payment of which is delayed 
beyond the due year but it is customarily applied — on the 
footing that hardship would otherwise be caused — to 
trusts where the outgoing takes the form of a discretionary 
distribution currently effected out of the accumulated 


.. income of prior years. 


Such accumulations thus enjoy a latent tax credit, to 
which effect is given by comparing gross income with 
later outgoings, although the accumulations will have 


borne standard rate tax at 38-75 per cent and other rates, 


— rate tax applicable to net distributions, trustees may take 
. credit for an amount of tax in respect of two-thirds of the 
. income available for distribution at the end of the year 


. 1972-73. 


Another facet of trustees” liability for the additional rate 


— . . tax is seen in the extended area of operation of the shortfall 


apportionment rules for close companies. Under unified 


tax as originally formulated, no charge could result where 


income was apportioned to trustees not accountable to tax 
at the higher rates. The revised intention is to collect 


. .- additional rate tax on the sums apportioned and this will 


apparently come out of the company's resources, although 
it will be available against the trustees' liability in respect 
of distributions. The complications inherent in the new 
arrangements represent a considerable additional adminis- 
trative burden. It is of interest to note that despite the 
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higher forecast rate of corporation tax and the additiona, 
rate of income tax, the effect of granting a tax credit by 
reference to advance corporation tax is that a close invest- 
ment company wholly owned by a discretionary trust would 
still retain 40 per cent of its gross income as compared 
with 36-75 per cent in 1972-73. 

Although the arrangements proposed for discretionary 
trusts are not to overlap with pension schemes or situations 
where the income is deemed to be that of the settlor, there 
is no let-up in the perils lurking in the context of section 
451 of the Taxes Act. This relates mainly to loan trans- 
actions, especially where there is a shareholding link with a 
connected company. In CIR v. De Vigier (43 ATC 223; 
42 TC 24) Lord Pearce observed that this section is un- 
satisfactory in that it inflicts a severe loss on the unwary 
person who acts with no dishonest intentions and it does 
not present much obstacle to the wary, Again in CZR c. 
Bates (45 ATC 445; 44 TC 225) Lord Reid referred to a 
fortuitous circumstance which brought the taxpayer within 
the scope of the section and imposed on him a substantial 
tax liability. | 

The effect of section 451 is to enable the Revenue to 
collect higher rate tax by reference to accumulated trust 
income but out of capital resources *unwarily' placed at the 
settlor's disposal. The Finance Bill proposes to increase the 
measure of liability by grossing up those resources at 45 
per cent in place of 30 per cent. Nothing is to be done 
about the cumulative double taxation implicit in the section, 
which the Revenue refuse to apply in its strict sense, but 
we think that the opportunity should now be taken to 
remedy a state of law which Lord Justice Russell said it was 
right to call monstrous. 

The adoption eight years ago of the now abandoned 
‘classic’ system of taxation was prompted in part by the 
hope that entire separation of corporate and shareholders' 
taxation would cut the ground from under the feet of the 
tax avoidance brigade. 'The protective measures inaugur- 
ated in the panic of the 1955 autumn budget were mostly 
dismantied in 1969, leaving what is now section 476 to 
deny dividend-stripping opportunities to companies dealing 
in investments. Chapter II in Part 17 of the Taxes Act also 
contains the moribund provisions which warn off pro- 
spective bond-washers, dividend manufacturers and quick 
turn cum div. security buyers. | 

Much of that protective machinery is reinstated by 
clause 21 with effect for holdings acquired after April sth, 
1965, by exempt funds and others. Such a degree of retro- 
spection offends all the conventions, and although a case 
could perhaps be made for a 1969 starting-point we see no 
valid greunds for inquiry into events before April 6th, 
1973. Despite the probability that no adverse consequences 
would arise in most instances, the burden of delving intc 
the past for up to eight years is imposed as a preliminary 
to future repayments. This clause occurs in an area of the 
Bill given over to arming Somerset House to meet 2 
variety of possible antagonists. Pride of place is given to 
the much-hated 1960 legislation directed originally against! 
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the obtaining of tax advantages from specified types of 
transactions in securities. This is to be expanded once 
more so that its function as a blanket anti-avoidance law 
can embrace attempts to secure unintended relief for 
interest paid, or cover for charges on income, or the profit- 
able use of franked investment income. 

'l'hese proposals have not received the publicity already 
given to the policing of group relief. ‘The artificial character 
of the schemes which have alarmed the Chancellor confines 
concern in the new provisions to those directly affected. 
Of wider interest, however, is the quid pro quo given in 
exchange whereby advance corporation tax paid by a 
parent company is to be freely available within the group 
although not for carry-back against the corporation tax 
paid by subsidiary companies in earlier years. Companies 
with substantial overseas income are those which stand to 
gain most from this extension. 

Problems of the recipients of overseas income are 
catered for in other ways also. Pensioners have their 
privileges reinstated despite assumption of responsibility 
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by the British Government for payment. Again, benefici- 
aries of discretionary trusts are to get the chance to secure 
double taxation relief. On the other hand the inclusion of 
the continental shelf in the area over which fiscal jurisdic- 
tion is claimed means the end of tax haven status for North 
Sea oilfields. The restrictive legislation for the operators 
there has been postponed to next year but an amendment 
has been announced that will deny the nationalized in- 
dustries loss relief to the extent of Government forgiveness 
of debt. 

There are many other bits and pieces to be found in the 
Bill which have to be slotted into the appropriate corners of 
the existing law, mostly in relation to the new imputation 
system of corporation tax. The influence of Brussels is 
seen in the revision of stamp duty law to conform to the 
Directive on company capital It remains to be seen 
whether the new systems of personal and corporate taxation 
will in turn have to yield place to fresh directives designed 
to harmonize the business functioning of the European 
Economic Community. 





BPC Adjusts for Inflation 


RITISH PRINTING COR- 

PORATION, whose board of 
directors includes three chartered 
accountants, now has the distinction 
of becoming the second quoted com- 
pany, and the first major group, to 
include with its accounts for 1972 a 
statement of the effects of inflation. 
This has been prepared on the basis of 
the Accounting Standards Steering 
Committees ED8 (The Accountant, 
January 18th) in consultation with the 
company's auditors — who have not, 
however, specifically reported upon 
the additional statement — and with 





Sir Charles Hardie 


tional work-load involved in producing 
the CPP statement had been extremely 
light, equivalent to perhaps 40-50 
man hours; not all of this would be. 
incurred in future years. Working on 
a ‘broad brush’ basis, he was satisfied 
that the conversion had been made 
with “better than 9o per cent' accuracy; 
a higher standard might be attainable, 
but only at a substantially increased 
cost. While he acknowledged the 
possible embarrassment of being one 
of the first to disclose the effect of 
inflation upon published annual 
figures, the BPC board preferred to 
be among the leaders rather than the 
latecomers. 

As a result of the ILSC experience, 
BPC's accounts a few years ago were 


the ASSC secretariat. 

As a result of the conversion, profits 
before taxation fall from £4:06 million 
to £4:52 million, and earnings per 
ordinary share from 8-2p to 7:6p. Net 
assets per share, in terms of current 
purchasing power, show an increase 
from 68p to 81p. 

In the course of his review, BPC's 
chairman, Sir Charles Hardie, C.B.E., 
F.C.A., who has taken a close personal 
interest in this latest development, 
“writes: ‘Shareholders should not be 
‘deluded into thinking that the con- 
verted values represent realizable 
values, or indeed that the actual value 
of their funds in today’s terms 1s 
| greater than that shown in the statutory 


balance sheet. Similarly, although the 
notional profit reduction would indi- 
cate the need to write in increased 
notional costs when determining prices, 
in practical terms our customers would 
not accept this. 

“While it was thought shareholders 
would be interested in seeing this 
approach applied to their company, it 
is strongly to be hoped that the 
accountancy profession will not extend 
this idea too far. The underlying logic 
of the system is unquestionable, but 
the only answer to the problem it 
exposes is to cure inflation itself,’ 

Speaking to The Accountant this 
week, Mr David Harbut, F.C.A., finan- 
cial director, suggested that the addi- 


subject to substantial audit qualifica- 
tions. The 1972 presentation includes 
a number of interesting features which - 
demonstrate a lively concern for ac- — 
cepted standards of good accounting 

practice. a 


Professional Links 


Overseas 
(OE interest has 
been reported by The Institute of 


Chartered Accountants in England ' 
and Wales in its establishment of a 
register of firms interested in forming 
associations with others overseas. Pro- 
jects of potential reciprocal co-opera- 


| 452 | P i 


tion are already under consideration 
with firms in the Bahamas, Canada, 
Denmark, France, Germany, Italy, 
. Hong Kong, South Africa and the 
. USA. 

Member firms interested in being 
put in touch with foreign accountants 
"are invited to notify the Institute of 
_ the country or countries in which they 
are interested; the number of partners, 
qualified staff and total staff in their 
firm; centres in which they maintain 
offices; and a summary of the main 
types of work undertaken. A registra- 
tion fee of £5 is payable in respect of 
_ each overseas country in which the 
member expresses an interest, Similar 
information is recorded in respect of 
| overseas registrants seeking association 
with members of the Institute in the 
UK. 

Potential foreign registrants are 
requested to note, however, that the 
purpose of the scheme is to establish 
professional links between the UK and 
overseas, and that the Institute is not 
at present able to introduce firms in 
one foreign country to those in another. 
At would not be possible, for instance, 
to provide a Canadian firm with 
information about firms in Germany. 

Inquiries or requests for registra- 
tion should be addressed to either 
Mr P. Carrel, c.M.G., O.B.E., B.A., or 
Mr J. A. Williams, M.A., at Chartered 
Accountants’ Hall, Moorgate Place, 
London EC2R 6EQ. 


Responsibilities to 
Employees 


-HE limited amount of information 
_ * appearing in the annual report and 
accounts of most companies was 
‘totally meaningless’ in the context of 
the Industrial Relations Act, said Mr 
IK. J. Sharp, T.D., M.A., F.C.4., Vice- 
President of The Institute of Chartered 
Accountants in England and Wales, 
last week, If the requirements of the 
Act were to have any purpose or any 
significance, this information must be 
sufficient to enable employees to form 
a view on proposals which would 
affect them. | 

Speaking to members of the Corn- 
wall and Plymouth Society of Char- 
tered Accountants at their annual 
dinner, the Vice-President declared : 
‘We must go further than the mere 
provision of technical information 
which to the layman may be incompre- 
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hensible. We 
interpretation of that information in 
such a way that those to whom it is 
addressed can understand and appre- 
ciate its full implications. . . . It is we 
who, because of our objectivity, inde- 
pendence of mind and knowledge of 
developments within our companies, 
are best placed to form the bridge in 
the next stage of the development of 
industrial relations.” i 

Mr Sharp confessed te some doubt 
as to the merits of the 'currently 
fashionable concept’ of worker- 
directors. What was important, how- 
ever, was that information affecting 
employees should be made available 
early rather than late. Without proper 
information, workers might vote 
irrationally, even mischievously, on 
issues affecting their livelihoods; it 
was the job of the accountancy pro- 
fession to ensure the proper dissemi- 
nation of information to enable that 
vote to be used effectively and 
responsibly. | 


Determination of 
Domicile 


ROBLEMS of domicile continue 
to occupy the attention of Parlia- 
ment and of the Courts. Following the 
publication of the Law Commission's 
Working Paper No. 28, the Domicile 


and Matrimonial Proceedings Bill was 


introduced and given a Second Reading 
on February r6th. This mainly con- 
cerns married women, but much of the 
debate on it revolved around the 
criteria needed to establish a domicile 
of choice. This represented the core 
of the dispute in Buswell v. CIR (The 
Times, March 24th). 

The rules of private international 
law which bear upon the identification 
of a domicile of choice and its re- 
lationship to the usually stronger 
domicile of origin were considered in 
an article in The Accountant of July 
16th, 1970. In Buswell, Sir John 
Pennycuick held that in order to 
establish that a person has changed his 
domicile of origin to a domicile of 
choice, proof of an intention to remain 
permanently in the country of choice 
has to be of an especially high order. 
The Special Commissioners had de- 
cided that that burden of proof had 
been discharged by the Revenue in 
relation to a South African who had 
established a second home in England. 


must also provide the. 





ESE NS 
| April Sth, 1973 


. 


. In consequence both the individual in 


question and his wife had an English 
domicile causing them to lose the 
protection of the remittance basis of 
assessment and to become subject to 
tax on an ‘arising’ basis in respect of 
the wife's overseas income assessable 
under what is now section 122 (1) of 
the Taxes Act. 

An important element in the evi- 
dence was the answer given to the 
official questionnaire — a document 
held to be of very considerable im- 
portance. Part of the taxpayer's answer 
indicated an intention to remain 
permanently and this was accepted as 
conclusive. 


Tax Deposit Accounts 


NLAND Revenue tax collection 

offices throughout the United King- 
dom this week began receiving money 
into the new tax deposit accounts 
(PDAs). The minimum initial deposit 
is £5,000 and there will be no upper 
limit. 

TDAs, it is officially stated, will be 
available for payment of mainstream 
corporation tax only; not for advance 
corporation tax or income tax. Depo- 
sits will be applied in payment of tax 
in the order in which they were 
received, and will not be transferable 
except that special procedures will 
apply for companies which are mem- 
bers of.a group. 

Interest at an annual rate will 
accrue on a daily basis from the day 
on which a deposit is received until 
the day on which corporation tax in 
payment of which it is applied is 
deemed to fall due, or until the deposit 
is withdrawn. The rate (calculated 
quarterly in arrear) will consist of two 
parts, a basic rate and a bonus rate. 
The basic rate will be the unweighted 
average (rounded to two decimal 
places) of the average annual rate of 
discount for 91-day bills at the weekly 
tenders for Treasury Bills for the 
quarter in question; the bonus rate 
(initially 24 per cent per annum) will 


be payable only on deposits applied in 


meeting tax. 

Interest will not be compounded. — 
Where tax is deemed to be due, or a - 
deposit withdrawn, in the course of 
any quarter, interest for the broken 
period will be calculated at the rate 
ruling for the preceding quarter, d 


Withdrawals for cash will be per | 
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aitted at any time, and will qualify for 


aterest at the basic rate without 


onus. Deposits may be withdrawn 
or cash in any order. 

The new accounts, foreshadowed in 
he Budget statement on March 6th, 
re designed to accelerate the flow of 
aoney to the Exchequer, and to 
educe the present concentration in 
he period immediately following Jan- 
ary 1st. The scheme offers an attrac- 
id rate of interest which, by being 
inked to Treasury Bill rate, will vary 
yroadly in line with short term rates 
renerally. 

The scheme will run indefinitely, 
»ut the Treasury reserve the right to 
ing it to an end at any time subject 
o the giving of due notice. 


Is Liquidation a 
Transaction ? 


HERE have been a number of 

actions between the Revenue and 
axpayers against whom notices have 
yeen given under the powers con- 
ained in Chapter I of Part 18 in the 
Taxes Act, which bears the title 
Cancellation of tax advantages from 
certain transactions in securities.’ 
Critical importance attaches to the 
definition in section 467 (1) of 'trans- 
action in securities’ as meaning (the 
statutory phrase is icluding) trans- 
actions, of whatever description, re- 
lating to securities and in particular 
certain specified operations, among 
which is 'the altering or securing the 
alteration of, the rights attached to 
securities'. 

The facts in CIR v. Joiner (The 
Times, March 24th), concerned the 
controlling shareholder in a company 
which in 1964 was the subject of a 
liquidation agreement to go forthwith 
into liquidation and to sell its business 
assets to another company under the 
control of the same shareholder. ‘The 
operation took five years and the 
shareholder obtained proceeds of 
liquidation to the value of /137,116 
on which he was charged to surtax. 

Out of three alternative arguments 
Mr Justice Goulding selected one as 
validating the proceedings against the 
taxpayer. This was that the liquidation 
agreement and the sale agreement 
between the two companies were 
respectively transactions in securities. 
The learned judge observed that the 
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HE new President of The Institute 

of Chartered Accountants of Scot- 
land for 1973-74 is Mr W. N. K. M. 
Crawford, V.R.D., C.A., who was elected 
at the Institute's annual meeting held 
in Edinburgh last Friday (reported 
elsewhere in this issue). 

Mr Crawford, who is 63, is senior 
partner in Davidson Smith, Wighton 
and Crawford, Chartered Accountants, 
a director of Robb Caledon Ship- 
builders and senior Vice-President of 
the Edinburgh Chamber of Commerce. 

Educated at St Andrews College, 
Dublin, and George Watson's College, 
Edinburgh, he was admitted to mem- 
bership of the Institute in 1933. He is 
married and has two daughters. 

The new senior Vice-President of 
the Institute is Mr W. S. Risk, 
B.COM., C.A., F.C.M.A., J.DIP.M.A., who 
is also aged 63. A graduate of Edin- 
burgh University, he became a mem- 
ber of the Institute in 1934. In 1963 
he formed an association with Hambros 
and other banks, acting as industrial 
consultant and director and chairman 
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Mr W. N. K. M. Crawford 


of various companies. He is a Past 
President of The Institute of Cost 
and Management Accountants and is a 
member of the Panel of Judges for 
The Accountant Annual Awards for 
company reports and accounts. 

Mr Risk is married and has one son 
and one daughter. 

The new junior Vice-President is 
Professor David Flint, T.D., M.A., B.L., 
Professor of Accountancy 
University of Glasgow. 
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liquidation had not sprung up in 
isolation. It had immediately super- 
vened the liquidation agreement as a 
step for effectuating the shareholders' 
intentions so that the tax advantage — 
the existence of which was admitted — 
was a consequence of the liquidation 
agreement as well as of the liquidation. 

Goulding, J, pointed out that the 
latter did not exclude the former — 
a child was commonly thought of as a 
consequence of its conception, not- 
withstanding the intervening event of 
its birth. Furthermore, it could not be 
said that the liquidation agreement was 
not a transaction in securities for it 
altered the rights attached to the 
company's shares by substituting 
agreed valuations. 


Occupational Pensions 
Board 


HE first two appointments to the 
‘shadow’ Occupational Pensions 
Board were announced last week by 
Sir Keith Joseph, Secretary of State 
for Social Sevices. Sir Philip Allen, 
G.C.B., until recently Permanent 


Under-Secretary of State, Home 


Office, will become chairman of the 


new Board, with Mr Ronald W. > 


Abbott, F.I.A.. A.S.A., a Council mem- 


ber of the Institute of Actuaries and 


senior partner of a firm of consulting 
actuaries, as deputy chairman. 


The main responsibilities of the _ 
Occupational Pensions Board will be 


to accord “recognition” where occupa- 
tional pension schemes are of the 
required standard, so as to exempt the 


members and their employers from 


contributing to the State reserve pen- 
sion scheme; to supervise the arrange- 
ments for preserving the pension rights 


of early leavers; and to advise the - 
Secretary of State on occupational 


pension matters. Other appointments 


to its membership are expected to be - 


announced shortly. 

The “shadow” Board will have an 
office at 16—19 Gresse Street, London 
WiP 1PB but it is proposed in due 


course to establish the Board's main. 


office, together with the Inland Re- 
venue's Superannuation Funds Office, 
at Apex Tower, Malden Road, New 
Malden, Surrey. 
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. No VAT on Retail 
Accounts 


cue and Excise officers have 
\been instructed to follow up any 
cases which may come to their knowl- 
- edge of attempts by retailers to impose 
VAT charges on outstanding accounts 
at March 31st. This follows a recent 
. Parliamentary written answer by Mr 
Terence Higgins, Financial Secretary 
to the Treasury, in which he stated: 
"There is no justification for adding 
. VAT to accounts outstanding at March 
31st for supplies before that date by 
_ traders registered for VAT who intend 
to use any of the special schemes’. 


Under the original definition of 
gross takings set out in paragraph 24 
of Customs and Excise Notice No. 707 
(VAT: Special schemes for retailers), 

the retailer includes all payments in 
his gross takings at the time when they 
are received. This definition is based 
on the broad assumption that the 
value of supplies made in a tax period 
can be equated with the payments 
received in the same period. 


Under an alternative definition of 
gross takings, which is explained in a 
‘supplement to Customs and Excise 
Notice No. 707, the retailer includes 
the amounts payable for supplies on 
credit in his gross takings at the time 
when those supplies are made. He 
then excludes from his gross takings 
the payments he later receives for 
‘those supplies, or for any supplies 
made before April rst. 


The two methods are intended to 
produce broadly similar results; and 
though the first involves an approxi- 
mation, it should provide reasonably 
accurate answers over a period of 
time. It does not, however, mean that 
VAT is charged on payments received 
on or after April rst, 1973 which 
relate to earlier supplies; and this is 
the misunderstanding which appears 
to have led a minority of retailers 
to attempt to impose an additional 
charge on their outstanding accounts. 
Those payments, and any others re- 
ceived in the first tax period, are 
simply used to measure the value of 
supplies made in that period, and the 
same procedure is continued in later 
tax periods. 

The original definition of gross 
takings was adopted after full consulta- 
tions with the major trade organiza- 





tions representing different sectors of 


the retail trade — mainly because of its 
simplicity, but also because it offers 
other advantages to most retailers. But 
any retailer who considers that this 
definition is disadvantageous to him 
may use the alternative definition in- 
stead. There can therefore be no 
question of his paying more than the 
correct amount of output tax, or 
paying it before it is properly due. 
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Effective Sanctions for 
Corporate Conduct 


E o CBI's proposed code of cor- 
t porate conduct [The Accountant, 
January 25th] has been doubted as an 
effective instrument by Mr John 
Phillips, O.B.E., LL.M., F.C.L.s., Secre- 
tary and Chief Executive of the 
Institute of Chartered Secretaries and 
Administrators. Speaking at the annual 





Australian Compliance with 


Standards 


EMBERS of The Institute of 

Chartered Accountants in Aus- 
tralia have been reminded, in a letter 
from their President, Mr E. H. 
Burgess, F.C.A.(AUST.), of the Insti- 
tute's responsibility to eliminate un- 
certainties and anomalies in account- 
ing practice. Following a recent pro- 
nouncement by the New South Wales 
Commissioner for Corporate Affairs, 





Mr E. H. Burgess 


Mr F. J. O. Ryan, to the effect that 
continued conflict between directors 
and auditors as to an accounting prin- 
ciple which may affect the truth and 
fairness of accounts ought not to go 
unresolved year by year, the Institute's 
Council intends to take a more 
stringent view of non-compliance with 
Institute statements which have hither- 
to been regarded as exemplifying the 
best practice. 

For all accounts in respect of finan- 
cial periods ending on or after July 
ISt, 1973, the Council requires that 


"significant departures from applicable 
accounting standards be disclosed and 
explained. The financial effects of 
those departures should be estimated 
and disclosed, unless this would be 
impracticable or misleading in the 
context of a true and fair view. If the 
financial effects of significant depar- 
tures from accounting standards are 
not disclosed, the reasons for such 
non-disclosure are. to be stated’. 
Responsibility for compliance with 
this directive is attached to all mem- 
bers of the Institute whose names are 
associated with the accounts in the 
capacity of directors or other officers, 
auditors or reporting accountants. 

It is recognized that some members 
of the Institute have reservations 
about the contents of some statements, 
in particular those relating to depreci- 
ation of buildings, extraordinary items 
and tax allocation. To meet this 
situation, the Council has requested a 
complete review of all existing state- 
ments, with the object of ensuring that 
these represent 'the most up-to-date 
generally accepted practice” in the 
various subjects concerned. 

In the interests of establishing and 
defining generally accepted standards, 
the Institute has followed a policy 
over the past two years of inviting 
members to explain the underlying 
circumstances of any apparent signi- 
ficant departures from Institute state- 
ments in published accounts, and this 
policy will continue. The President's 
letter calls on members to give the 
Council their full support in its review 
of current statements and in encourag- 
ing their general acceptance by the 
commercial community. 
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dinner of the Sheffield branch of the 
Institute, Mr Phillips said: 

*Boards of directors are contin- 
uously expected to have regard not 
only to commercial considerations but 
also to the public interest when decid- 
ing policy; but the fact that this 
social and ethical content exists does 
not necessarily mean that it is possible 
to have a code of corporate conduct to 
regulate activities in which it is 
involved. I welcome the initiative of 
the CBI in raising the question of a 
code of corporate conduct in their 
recent report on company manage- 
ment, but I very much doubt whether 
it would work in practice. 

“Just what sanctions do you apply 
to a company which commits a breach 
of such a code? Such penalties as a 
fine or expulsion from membership 
of a trade organization are scarcely 
effective deterrents since they are 
unlikely to affect trade. The only 
sanction in such a case is the force of 
public opinion, and in my view this is 
of extremely limited effect. 

“It is clearly difficult to expect a 
corporate body to act within the 
bounds of a code of conduct. But it 
must act through individuals, and I 
suggest it would be far better to 
require such a body to employ indi- 
viduals who are members of pro- 
fessional organizations and who can 
be called upon to act within the 
bounds of a professional code of 
ethics.’ | 


Price Commission 
Appointments 


HE accountant member of the new 

Price Commission, established as 
the latest instrument of the Govern- 
- ment's counter-inflation policies, is 
Mr A. W. ‘Howitt, M.A., F.C.A., 
F.C.M.A., J.DIP.M.A., President of The 
Institute of Cost and Management 
Accountants and a partner in Peat, 
Marwick, Mitchell & Co. 

Sir Arthur Cockfield, whose ap- 
pointment was announced last month, 
is full-time chairman of the Com- 
mission, with Mr Kenneth Noble, the 
present vice-chairman of the Co- 
Operative Wholesale Society, as deputy 
chairman. Other members whose ap- 
pointments were announced this week 
include Professor D. C. Hague, of the 
Manchester Business School; Mr F. B. 
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Kitchen, chairman of Van Den Berghs 
and Jurgens; Miss Muriel Head, 
chairman of the board of management 
of the National Chamber of Trade; 


and Miss Sheila Black, formerly 
woman's editor of the Financial 
Times. 


Mr Howitt's appointment, it will 
be remembered, revives a family link. 
His father, the late Sir Harold Howitt, 
G.B.E., D.S.O., M.C., F.C.A., Was a 
member of the original Council on 
Prices, Productivity and Incomes — 


the “Three Wise Men' — of 1957. 


New Secretary for ICMA 


R T. B. DEGENHARDT, M.A., 

F.C.L&, becomes Secretary of 
The Institute of Cost and Management 
Accountants on Friday of this week, 
in succession to the present Secretary, 
Mr M. H. Walters, C.B.E., who is 
retiring after 19 years' service as its 
chief executive. 

A double graduate of Oxford and 
London Universities, Mr Degenhardt 
served in the RAF during the Second 
World War. He joined the secretariat 
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Mr. T. B. Degenharat 


of The Institute of Cost and Works 
Accountants (as it was then known) in 
1954 as Education Officer, becoming 
Deputy Secretary to Mr Walters in 
1964 and Secretary-Designate last 
year (The Accountant, January 20th, 
1972). 

Mr Walters’ future plans, as out- 
lined to The Accountant this week, 
show little evidence of the conven- 
tional, im2ge of ‘retirement’ ; a man of 
strong mathematical and scientific 
aptitudes, he is looking forward to 
developing his hobbies of radio- 
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electronics, astronomy and woodwork. 
Though he himself was born and 
educated in Australia, his family ties 
lie more closely with the UK; he had 
no immediate intention, he said, of 
returning to Australia, though he 
might take a trip there at some time 
in the future. : 


Tax Credit Scheme 
Proposals 


ROPOSALS for a reverse or 

negative income tax (RIT or 
NIT) as an instrument of social 
security have been made on a number 
of occasions — starting, in the UK, 
with Lady Rhys Williams’ paper 
Something to Look Forward To (Mac- 
donald, 1943) which advocated flat-rate 
credits in place of income tax allow- 
ances. 

The idea was argued at some length 
before the Royal Commission on 
Taxation of Profits and Income which 
reported (Cmd 9474) in 1955, although 
in the event the Commission rejected 
it on both economic and administra- 
tive grounds. It is of interest to note 
that the Inland Revenue's opposition 
on that occasion was led by Mr (now 
Sir) Arthur Cockfield, who has since 
emerged as the principal architect . 
of the Green Paper, Proposals for a Tax . 
Credit Scheme (Cmnd 5116, The 
Accountant, October 12th, 1972). 

The Green Paper provided material 
for last December’s conference of the 
Institute for Fiscal Studies, which 
has now published the conference 
papers and summary of the discussion 
as No. 5 in its series of publications 
(IFS, 1°50). Announcing the 
publication recently, Mr Dick 
Taverne, Q.C., M.P., Director of the 
Institute, said that the conference had 
been attended by academics, Inland 
Revenue officials, taxation practi- 
tioners, and a  worth-while and 
influential representation from govern- 
ment. This response had been most 
encouraging, and the Institute was 
making significant and increasing pro- 
gress toward its aim of achieving a 
practical effect on fiscal legislation. 

One significant feature yet to be 
determined is the extent to which the 
Government's tax credit proposals 
could be effective in alleviating the 
present “poverty trap' or “poverty 
surtax' affecting low income families. 


| Under 


present arrangements, the 
effects of the 'trap' vary with in- 
dividual circumstances, but the IFS 
booklet illustrates how a representative 
family — taking into account the 
availability of free school meals, rent 
and rate rebates and other means- 
tested benefits — could be paying an 


— effective marginal rate of tax of 67 


per cent on earnings between £15 
and £30 per week. 

Though the Institute for Fiscal 
Studies will not itself be tendering 
evidence to the Select Committee 
on implications of a tax credit scheme, 
Mr Taverne confirmed that the com- 
mittee had been sent a copy of the 
present booklet. This, as the first 
full-scale study of the Green Paper, 
was expected to provide “valuable 
and informed opinion' for the Select 
Committee. 


Aid to Incomes Policy 


NE of the major features of the 

post-war inflation has been what 
is known as ‘wage drift. The con- 
cept, which is not easy to define 
with rigid precision, is used to describe 
changes in the gap between earnings 
and rates of pay through time. The 
now defunct National Board for 
Prices and Incomes defined the term 


. as ‘the persistent tendency for wages 
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Mr Alistair Hetherington, Editor of The 
Guardian, was the guest speaker at last 
week's luncheon meeting of the London and 


.. District Society of Chartered Accountants. 


In the course of an interesting talk, in which 
he drew on his personal experiences in the 
newspaper world, Mr Hetherington com- 
mented on the position of the professions in 
Europe and discussed his papers campaign 
for improved conditions for black employees 
of British companies operating in South 
Africa. He emphasized the importance of the 
newspaper's role in alerting its readers to 
what is happening — whether it be in Brussels 
or South Africa. 
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UNTANT 
actually paid at the work-place to rise 
on average faster than would result 
from the increases arranged from time 
to time under national agreements”. 

Wage drift arises from local or 
plant arrangements — often expensive 
to the employer — which may be made 
by him and his work-force in order to 
maintain good labour relations. In- 
terest in this very important element 
in British pay negotiation stems from 
the need to understand the ways in 
which wages are determined; the 
extent to which such practices may 
generate cost inflation, and its import- 
ance for achieving a rational structure 
of pay within the context of a national 
incomes policy. 

In a new report, Wage Drift, from 
the Office of Manpower Economics 
(HMSO, sop) there is a thorough 
review of the literature and research 
which has been undertaken in recent 
years upon this subject. The report 
owes its origin to a request from the 
then Secretary of State for Employ- 
ment in May 1971 for more infor- 
mation on this subject. 

The analysis in the report is macro- 
economic, that is, it is concerned with 
measuring wage drift within the 
economy as a whole, rather than 
within particular industries. This is 
laregely because of the deficiencies 
of statistical data and lack of infor- 
mation as to what has happened in 
individual industries. 

For reasons both of statistical de- 
ficiencies and problems of definition, 
the report's statistical findings con- 
cerning the effect of wage drift are 
limited. Indeed, for the two major 
periods which the authors examined, 
the explanation of wage drift elicited 
by the statistical technique are not 
consistent. However, this report is an 
important document in bringing to 
notice a key factor in wage inflation. 


New Secretary for ICA 
Education Committee 


R ANTHONY B. SAINSBURY 
joined the secretariat of The 
Institute of Chartered Accountants in 
England and Wales on March 26th, as 
Secretary to the Education Committee, 
and as successor-designate to Mr 
W. M. Allen. 
Mr Sainsbury was previously with 
the . Vice-Chancellors' Committee, 
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Mr A. B. Sainsbury 


where he was project co-ordinator of 
the Investigation into Supplementary 
Predictive Information for Uni- 
versity Admission, which was set up 
in 1966. Before that he was Deputy 
Secretary of The University of London 
Schools Examination Council, and 
Secretary to the University of Durham 
School Examinations Board from 1950 
to 1958. He spent three months 
examining methods of testing and 
selecting university applicants in 
North America on a Ford Foundation 
Scholarship in 1965. 

Born in Liverpool in 1925, Mr 
Sainsbury attended Quarry Bank 
School there until he was sent to work 
underground in the mining industry 
as a Bevin Boy. In 1945 he went up to 
Trinity College, Oxford, where he 
took a second in Modern Greats. 

Mr Sainsbury was awarded the 
Julian Corbett Prize for Naval History 
by the University of London in 1966. 
A Captain in the Royal Naval Reserve, 
he was appointed an ADC to HM The 
Queen in 1971. 


Pensions and Inflation 


Dus inflation is the biggest enemy 
of the rentier, pensioner and other 
fixed income recipient is self-evident. 
But, while there is little sympathy for 
the rentier, there is a great deal of 
emotive support for protecting pen- 
sioners' rights. Inflation, it has been 
well said, is the method by which the 
able-bodied rob the aged. However, 
if inflation is here to stay, and there 
are not many today who would dissent 
from this view, then something has to 
be done to protect the pensioner. 

In Lloyds Bank Review for April, 
Professor ''homas Wilson, of Glasgow 
University, reviews some aspects of 
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Time Assurance double the vesting honuso on their 


Personal Pension Bonds. . 
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Time Assurance Society ar announce an increase ^^. - - Time na Society 1 rates have always been - 


.. in bonus on their Personal Pension Bonds. . | P M considered good by those who know about personal - 
As a result of the latest actuarial valuation, the. . pensions; this latest bonus i increase improves them 


"TN E bonus is increased from £1 % per annum to `. ^ still further and of course it also increases the tax free 


6 £2% per annum of the basic pension. This means that ' cash sum available at retirément. ie 
in projecting the estimated total pension at pension |. 5 + For example a man aged 40 next birthday p: pay- A 


^ age we can now add a total of 5% to the basic pension — inganannualcontribution of £300 can now expect 


for cach year ‘up to pension age (interim bonus of 3 % X astarting pension at age 65 of £3,008 per annum (an. 
per annum plus vesting bonus of 29/ per annum). The” increase of £340 per annum) or he could take a tax- - 


^'jinterim bonus also continues to be added after the |: free cash sum of £6,698 (an extra. £758) and a oo en 


pension has commenced. LN Lo ' of £2,233 per annum for life. 


x |^ Sodoyourself-employed clients a favour by- 


. Amount of paneten (to nearest £) for men ;atiring ates . giving thema quotation for a Time, ASS ss ance Pension 
paying a premium of £100 a year from different ages of - e * Bond. : 


entry Including Interim bonus of £39/, per annum and an i: : 
additional vesting bonus of t2. perannum. ^. D. You'll be doing yourself a favour too; our 


+ 
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(f you valect age 65 as your retirement age then the figer shown In column 3 is 
the pension which will commence ez your 85th birthday. Columas 4 and 5.show 


the effect of bones additions after your pension hes commeaced. The figures in 
the fins] 2 columns show the tax-free lamp sum and revised commonciog pension a 
at present rates, Hf you choese ts commete part ef your norma! pansion for cash. 





f 


s ————A . commission rates are realistic and take account ofthe | 
rank cue |o Cubana D cost of your service. `` p os 


| additions ta produc a K '- ^. . Send the coupon below for complete agency 


nue - details and a full set of rates for men'and women at. 


all ages. 


. į TO: TIME ASSURANCE SOCIETY - 


56 Moorgate, London, EC2. Tel. 01-628 7546/7., 


Manchester Office : 12A Piccadilly, Manchester 1. 
“Telephone: 061-624 7289/061-624 9955. " 


Scottish Office: 6 York Place Edinburgh 1. Tel: 031 -§56 3895 
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_ | Please register me/us as Agent(s) of Time Assurance Sooiety, 
^y oF and send a supply of pensión Bond literature. 
i 
l 
| 
) 


t 


x i E TAJAPR 5^ 


^ "d 


BLOCK CAPITALS, PLEASE 











A DATE ESTABLISHED. — rÓ 
e B 
NAME OF BANKERS 





BN ADDRESS... 


TIME ASSURANCE Eu. 


D 


L 





d 
dV 
| 
=| 
qd 
A Ree SE E 
NAM | ! | 
l 
|: 
B 
l 
[ 
B 
HE 
E 
E 





- 


LI 


- 


Li . 


` 


or 


11 









THE | 


Sp ecialized. Tuition for the 
Examinations ofthe : 
institute of Chartered - 


ORUM sols students have gained. Ger : 


. places, and numerous prizes, medals and scholarships. 
X The Metropolitan College offers you the benefit of 
more than sixty years’ accumulated experience in 
examination coacaing. 
A A guarantee of.ccaching until successful. 
. %& Helpful, up-to-date study notes, mor yi in printed 
pocket-sized booklet form. . 
Pk Adequate test practice and tutorial criticism. 
"k Invaluable self-examination questions. ~- 
ty Official publications of the Institute, appropriate 
to the Intermediace and Final examinations. 


JOINT DIPLOMA IN MANAGEMENT 
_. |. ACCOUNTING SERVICES 
- CERTIFICATE IN MANAGEMENT 


e - INFORMATION 


The above-mentioned examinations are open to 
, mémbers of the Institute and have been instituted to 
. improve the- standard of accounting services and 
to encourage study in the increasingly important field 
of business: administration and organization respec- 


' tively. When applying for particulars. of.the College's 
expert postal courses, please specify the examination in which interested. 


Write today for a free copy of this college ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (A1) or CALL at 30 Queen Victoria Street, 
London EC4N 4SX,. Telephone 01-248 6874. After Office hours (5 p.m. 
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At the i ioni leading to the qualification of Chaftered Accountants, Meta: 


11,000 SUCCESSES AND 350 HONOURS - 


S^ including fifty-six first places, thirty-cight second places, sixty-six third and fourth 


LINKED PRIVATE 
STUDIES 

The Luton College of 

Technology and Metro- 

politan * College now 

offer facilities for 

integrated oral and 


correspondence tuition. - 


One week ‘pep’ a 
~to assist students’ 
areas of. aaka 
Week-end , residential 
‘Punch’ courses. ~ for 
intensive con ncentration 
on particular subjects; , 
For details of these, and 
other linked courses 
write to:- Metropolitan 
College, - St Albans. 
AL13NE 
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Founded 1910 ~ . ` 
Member of the Associction of NN Correspondence Colleges. ST ALBAN S 
` Accredited by the Couacil for the Accreditation of Correspondence Colleges, 
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. REQUIRED « for Trustee Clients "i . 


. Frezhold property reversions 
SHO?S OFFICES OR INDUSTRIAL - 


| Personal Taxation- 


"No upper price limit | = 


Ac E 


= 


Ful particulars to P. S. Winfield, FR. Cs. D 


Healey : & Baker. 


| : 29 ST 3EORGE STREET HANOVER SQUARE LONDON WIA 386 01-628 9292 
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thz new unified system 


by D. J. Ironside, FCA. Price £1.25 post free 


The rw unified system of personal taxation took effect from 
April Sth 1973. This comprehensive guide has been : 
spons-red by The Institute of Chartered Accountants i in 
England and Wales. =~ :- 

It dezs with 
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- the abolition of earned income relief 

+ higher rate tax, | 7 - 

+ investment income surcharge 

+ changes in personal allowances 

- transitional provisions with table of due dates 

-œ particular kinds of taxpayer Tpatinersmps, 
non-residents etc.) . 

4 old and new systems at a glance 
dd gives numerous examples. : * 


AVAILABLE NOW ` > 


Send, this order form with your remittance , 


TO: THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES. - 


Chartered Accountants' Hall, Moorgate Place, 
London EC2R 6EQ. ; 


Please send M8 Coples of * Personal . 


post free. x 
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the pensions problem in inflation. In 


particular, he considers what criteria 


should be employed to determine by 
how much pensions should be in- 
creased to offset the effects of inflation. 
It would, for example, be possible to 
link pensions either with average 
earnings or with tbe price level. But, 
it hardly needs pointing out, these 
methods give different results. 

As far as the UK pension is con- 
cerned, Professor Wilson has estimated 
that the official State pension has.risen 
much ‘more during 1948-72 than 
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would have been required to offset the 
rise in the cost of living in that period. 


In short, the pensioner has not suffered . 


so much ‘in the longer run . from 
inflation, but rather in the shorter 
period due to the delays in raising the 
basic rates of benefit. On the other 
hand, it needs to be remembered that 
the basic rate of pension in 1948 may 
nowadays be regarded as inadequate. 
The problem. is, therefore, to devise 
some means of adjusting pensions 
more rapidly to the appropriate index, 
rather on the lines of the threshold 
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agreements advocated by the trades 
unions for their members. 

The consequences of inflation for 
funded schemes are well known unless, 
as is usually the case, the employer 
adjusts his contribution to meet the 
shortfall in respect of past contribu- 
tions. For all the logical attractions of 
the funded scheme, there is a good deal 
to be said in favour of pay-as-you-go 
schemes whereby the current em- 
ployed section of the community 
contributes directly to the welfare of 
the retired. 





THIS IS MY LIFE 


Passing the Buck 
| by An ET: Accountant 


Te di stopped in the € to remark cheer- 


fully that he found the new imputation tax rather . 


confusing; proper treatment of unrelieved ACT and so on. 
Would I perhaps give him a brief run-down, with examples, 
of our probable 1973-74 liability? 


My eyes glazed with shock but I recovered with an effort - 


and played it cool. Next week, certainly, when I'd digested 
the major peripheral problems, I croaked hoarsely, then 
hared down to the auditors! room where three of them 
were drinking afternoon tea and reading the Financial 
Times. To their senior I skilfully ‘delegated my burden. 
He blanched and clutched his throat. ‘Address your 
directors? You must be joking!’ he gasped, and explained 


with dignity that in his office taxation was reserved for an ` 


élite subsection who sat up late at night reading Finance 


Acts, prior to suffering nervous breakdowns. He personally . 


hadn't a clue about computations; he was trying : to get into 
computers. ' 


His juniors said they'd only struggled as far as Schedule 


E in their exam courses and were thinking miserably of * 
jacking it all in and joining the Navy instead. Only under : 


threat of engaging a London firm of auditors to replace 
them did I exact a promise that their senior partner would 
talk to us. 

On the stairs the managing director was frowning over 
his monthly sales tabulations. "What on earth happened to 
February's Ladies Outerwear and Model Frocks? — down 
by 42 per cent', he asked. I vaguely remembered something 

“about unseasonable weather killing the normal anticipated 
demand, but the MD demanded precision — so I phoned 
the departmental accountant for an explanation. 

That lazy clot bleated in panic that he hadn't fully 
studied the figures just yet but he'd tell his assistant to get 
the dope from Bertie and: ring me back immediately. 

Scotty was waiting in my office with óur old shareholder 
Lady M. She d bought a block of our ordinary shares two 


= 


months ago but hadn't received the share certificate yet; 
he said censoriously. She added sharply that it wasn't the 
first time. Lots of her new certificates were late arriving; 
company secretaries must be sadly deteriorating in efficiency 
these days; my predecessor had always been so prompt and 
obliging. 

I said she must be mistaken; her new certificate had en 
signed and sealed at February” s meeting. Our registrar 
answered my urgent phone call to confirm he'd dispatched 
it himself. Missing, eh? He'd get his typist to ring the stock- 
broker's clerk. right away and let me know where the 
trouble was. Lady M. relayed het views on lazy incompe- 


` tence for retail to the broker, just for good measure, and I 


escaped to the canteen for a much needed cuppa. 

Prinny stopped lowering apple-pie long enough to say 
that old Mrs Smith had complained she hadn't. got her. 
monthly pension cheque, and would I'look into it?’ My 
private secretary helpfully rang the financial accountant's 
wife who said he was still too sick to a but she'd 
ring his assistant to search his files. . . . 

There must be a moral here somewhere. 
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Scottish Institute” 


HE annual general meeting of The Institute, of Chartered 
Accountants cf Scotland was held in Edinburgh last Friday, 
with the. Presidert, Mr A. I. Mackenzie, c.a., in the chair. 

“The accounts; of the Institute for the year 1972 and the 
annual réport of the Council for 1972-73. were adopted. Extracts 
from the report were published in The Accountant of March 22nd. 

- In the course 'of his address, Mr Mackenzie said: 

- At the special general meeting held on December. 15th last, 
I made some reference to the main activities-in which the 
Institute has been concerned since the annual general meeting 
in April, and I would like to bring up to date the situation as 


: regards these and other matters. 


Educational: programme . 


It would, however, be appropriate to bring you up to date with 


- - 
~ ` - 


developments i in our new educational programme. Discussions 
with the universities have been going well as’ regards the 


institution of -postgraduate courses in accountancy, law and . 


economics, and much progress has also been made with the 


Scottish Education Department, SCCAPE and the technical 


colleges in setting up the new Higher National Diploma in 
Accounting. So far, seven colleges are going to give this training 


' at-Aberdeen, Dundee, Edinburgh, Galashiels, Glasgow, Hamil- 
- ton- and Kirkcaldy. We should have liked to haye had wider 


coverage, in particular in Ayr and Inverness; but the setting up 


- 7 of the courses:there and elsewhere has been limited by the 
capacity of the colleges to provide the necessary education. 
. There is, however, no lack of willingness to make the courses 

" available when this limitation can be Orco. and we hope 


to get them established soon.. 
Progress has also been made with the eeno of full-time 
members of the education staff, but we still require two rore in 


_ order-to. reach the appropriate complement. If anybody knows 


of anyone who would be interested in such a job, the Director of 


_ Student Education would be most grateful to hear about it. 


$04 


Co- operation. 


| There has been considerable activity during the. last two or 


three months in connection with problems affecting the profes- 


-sión in ‘the UK, in Europe and internationally. I need only : 


mention Phase. "Two of the Prices and Pay Code — where I am 


_glad.to say the profession appears to have had somé süccess in 


the representations made regarding the Code's effect on profes- 
,Sional charges + the proposals for reform of company law and the 


| “introduction of VAT. | 
- In all. these-matters,-1 am glad to say that our relations with | 
other accountancy bodies in the UK have continued to be good 


and, in the particular three to which I have referred, the various 
bodies concerned have co-operated, or are co-operating, in the 
submissions made to.the appropriate Government departments. 

On the European front, submissions are still being made on 
the draft Directives dealing with: disclosure in company. ac- 
Counts, and the tráining and practice rights of members of the 


: profession. Only time will tell what success we shall have in.the 


representations which we are making, but at least we càn 
say that, largely thanks to the.publicity given to our Secretary's 
. paper: ofi practice rights given at the Summer School, no-one 
‘Should now be unaware of the problems nen exist. * 


A ©- ACCOUNTANT. . s. 
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This paper, and the comments which ensued, undoubtedly 


“helped not only to awaken the profession to the issues involved, 


which are similar to the issues facing most of the professions 
in this country, but it also helped to bring home to the DTI the ` 
seriousness of the problem. I am glad to say that the Govern- 
merit departments concerned are now fully aware of what may ' 


happen, and are taking the appropriate steps to see that our 


interests are protected. 

I do not believe that. we shall see a quick solution to thesé ; 
European problems. Indeed, I hope that we shall ‘not quote 
‘Marry in haste and repent at leisure”. This well-tried piece of 


.advice might be something which those who are negotiating 


on these matters should bear in mind. In the UK and in Europe, 


` the accountancy profession has different traditions and different 


conceptions of fundamental matters affecting | the, training and 
practice of accountants. To try to reach common ground too 
quickly on such problems might well store up aes for the | 

future. A 2 


F is mE T f ° E f 
International accounting standards 


. On the international scene, it has been of iriterest that the wish, 
which was so frequently expressed at the International Congress 


-n Sydney, for the preparation and ‘promulgation of: basic”. 
-nternational accounting: standards has borne fruit in discus- 
zions between the professional bodies of most of. the major 
industrial countries represented at that Congress, Thesé dis- 


. eussions have shown that there is a strong desire to set up an 


organization which can tackle this problem. The difficulties 
speak for themselves — language, law, .etc: — but I am hopeful 
that something will emerge-before very. long; and that the Insti- 


-tute will have its part to play in any such development. 


The annual report which has been presented today ‘covers a 
r1ultitude of matters, and indicates the very wide field in which 
tie Council, the Committees and the Secretariat are engaged. ' 
I am sure that it is in the interest of our members that there. 
s3ould be all this activity, although, as I said in my foreword to 
tne annual report, we must constantly review our priorities 
ta ensure that our energiés are directed to their best effect. . 

. Some of the matteís we are engaged on affect the great 
rrajority of us directly — education and training, company. law, 
tzx, etc. To many.of us, however, this may well seem more, 
remote — Europe, international standards, etc. Be that as it’ 
ray, I am sure that what will be decided over the next year or . 
two will affect us all, not merely in the way we practise our 
proféssion, but, perhaps more important, in the very standing 
ofthe profession itself. This is something we must most jealously. 
guard, lest anything be. done which could-lower the respect 
which it has rightly earned for itself over more man a coura 


. of service to the public. 


I would like, therefore; to- pay tribute to everyone who has - 


- bezn engaged during the past year in the constructive’ efforts . 


wich have been required 1 in dealing with such a “wide ránge of 

-t has indeed been a great privilege to try to serve the Insti- ' 
tute as President during the past year. Thank you for.the 
kirdness and support which I haye- received from members, 


. wherever I have met them, which I have been fortunate to do. 


in 30 many parts of the world, a | d Me 
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"T would be perverse of analysts Or. ión investors 
_Yto decry the efforts of accountants to take account of the. 
effects of inflation. After all, the greatest pressure for some 


acknowledgement of its effects has arisen. from the invest- | 


ment community, and in particular we have continually 
suggested that the insurance value of fixed assets. be shown 


in the ‘accounts. It might be thought, therefore, that 1 `` 


would welcome the exposure draft ED8 (The Accountant, 
January 18th) as a: serious and comprehensive attack 
upon the problem, particularly as it has already been greeted 
with enthusiasm. by a number of other interested parties. 


Effects of inflation 


In examining the usefulness of EDS, one comes back to the 
old axiom of defining.the aim. We all agree that inflation 
is.a problem at many different levels. It distorts history 
because it means that the unit of accountancy varies in 
value from one set of accounts to the next. It distorts 
asset values because the balance sheet becomes a collection | 
of historical accidents: — assets purchased at different 
moments in history when the £ had a seriés of different 
values, More important, so it may be felt, it distorts 
judgement at managerial level because even the most, 
elementary test of efficiency of return on capital employed 
' is impossible to carry out on the basis of historic accounts. 
From the analyst's point of view, these effects are both . 
retrospective and . prospective. The company's record as 


represented by its balance sheet and profit and loss ac- 


count, from-which can be extracted its earnings per 
share and its dividend, is distorted at two levels ~ in the 


more elementary sense, by the different value which cash 


earnings. per share and cash dividends per share.had in the 


years in which they were paid, to that which they would >. 


have paid; in the more sophisticated sense, because those 
very earnings were calculated. on Assumpuons falsified 
by the effects of inflation. 

These considerations are useful € to il: analyst and indeed 
to the investor in so far as they may help him to correct his 
image of the past. Exercises have already been carried out. 
to show. the extent to which the historical record can, be 
_ proved to be inaccurate by the application of the principles 


expressed in the exposure draft. It is less clear whether this . 


method. is so effective when applied to forecasting the 
. future. The investor ls naturally interested in the past 


"The author is a director of J. & A. Scrimgeour Ltd and a Council 
member of the money of Investment Analysts. 
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in so far as it may prove a guide to the future, but it can be 
no more. His job consists of estimating the prospect which. 
lies ahead for any company whose shares he examines. 
From that point of view, therefore, it is the prospective 


rather than the retrospective view which will gain most of his 


attention. 
Most analysts feel that the method proposed in.the 
exposure draft is not particularly relevant to the future. 


"They are unconvinced that the figures which the proposed 


method will produce are capable of “effective use either at 


managerial or investment level. 


This consideration is strengthened by the intention of - 


providing the standard accounting practice purely in :note 
form in the accounts; by this device the accountants have 


reduced their own work to the level of.academic interest. 


This in itself is in some ways. indicative of the attitude 


which the profession has taken to the most serious problem 
affecting accounts in thé post-war period. If they really 


believe iri the distortions which inflation creates, why is it 


that they are unwilling to jettison historical cost as the 
main criterion upon which past accounts are to be based? 
If inflation is the nettle which it is believed to be, much `- 
better to grasp it than merely to tickle 1t, for 1t 1s only by ` 
grasping that one can avoid being stung. 

Such companies as Guest Keen & Nettlefold nd Currys 
have in fact compromised between complete abandonment . 
of historic cost and relegating the adjustments to a note by: .- 


‘incorporating their estimation of the effects of inflation 


into the body of the profit and loss account and balance . 


sheet. Both these companies have effectively anticipated ` 


the recommendations of the Institute but have given them | - 


much more pronun than: 1S now suggested as a SOME 


` 


boa 


parure projection 
The analyst i is interested in projections of earnings for the. 


. future. When he is considering the value of a.share, he 


knows it will be governed by the future earning capacity . 


of the company by comparison with a number of other - 


yardsticks, including rates of fixed interest and the earning 


“capacity of other comparable companies. Moreover, he is , 


x 


also interested in the managerial ability within the company 
which will help to provide that earning capacity. He is: 


therefore concerned, both directly and indirectly, with the © 


- use to which the accounts will be put. . 


To what extent can,the figures thrown up by the ap-" 
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plication of ED8 be described as a useful management tool? `` 


x 
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Mendes already haye — or one hopes: they have — in: 
their mind and in their calculations, the value of assets ` 
for insurance purposes and their replacement cost.- Is it. 
likely that they will discard: these two available points of -` 


reference, in favour of a third figure which accountants 
' themselves regard as worthy of inclusion only as a.note? 
. From the investor's own point of view; the earnings figure - 
which will appear outside the main body: -of the accounts 
will form part cf a ten-year record which will itself change 
from year to year. As Edward Fitzgerald'said : 
“The moving finger writes, and having. writ, 
Moves on: nor all thy piety nor wit - 
Shall lure it back to cancel half a line, ; 
M Nor all thy tears wash out a word of it.’ 
"d Ín Ec deo of EDS this will be re-written : 
^ . but each succeeding balance sheet ' 
Shall start as if the page were still pristine, 
. And, evary year wash out another bit.’ 
An even more serious objection to the proposed. method 
is its lack of credibility. A single criterion for measuring 


un 


.- : inflation’ — theiconsumer price index — is to be used. on a 
rolling basis to adjust past figures. In fact, consideration of . 


‘the main assets which a manufacturing company’ ‘employs, 
- "whether they, «beland and buildings or plant and equipment 


or indeed raw, materials, may well show that price move- ` 


ments, of the various constituents of. the balance sheet 


have been not only widely different from the consumer , 
. measure the real nature of the difference between one rate ' 


price index, but also very différent the-one from another. 
Clearly; the price of land has risen in most parts of the 


.country faster than the consumer price index, and, as itis 


* not normally necessary to provide depreciation upon that : 


land nor customary to provide -depreciation upon the. 


buildings. standing upon it, the effect upon the profit and 


loss account is arguable. Manufactured goods.in general © 


have-probably risen in: price at a much slower rate than 
‘consumer prices, so it may. well be that.the ‘increased 


depreciation by which the accounts should be adjusted will | 


- prove excessive. In so far ‘as stocks include raw materials, 
which are. commodities which fluctuate. in price; the 
consumer price index is in one sense an: irrelevance. , 


be 


‘Cash or debtors 2 | mc E 


SE. am ‘slightly: exercised also dor the veli. dius of the 
accountants who have to practise this method. Its. applica- ` 
tion to monetary assets is to improve the performance of 
companies heavily in debt and penalize thosé with a strong 
_ cash position. Clearly, in a. constantly: inflationary position, ' 


E " it is better to.be in debt than.in cash.. On the other hand, 


this philosophy i is. diametrically. opposed to: most account- 
ants’ training: It is a truism that high rewards go with high 
risks; but one cannot really be over-erithusiastic about an 


accounting system” which puts a premium ‘on lack of. 


liquidity. Thos: companies which benefit most are those . 
‘which are capital-intensive and have the largest part of the 
assets tied-up in plant and machinery.. Almost by definition, 
- these are those same companies which have à high break- 


+ even point and are therefore likely to: show most volatile .. 


. "profit records + particularly if they are in a'cyclical industry 
as heavily 'capital-intensive industries tend to-be. If, as 


‘zan áddition' to this volatility, a heavily geared capital 


- structure is to-be imposed, then the effect upon the ordinary 


. shareholder i is- going -to: be dramatic. Indeed, in many - 
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very word - ‘replacement’ 
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cases Were ust such. a " solution has: been tried, uen 
shares have been notable for. the lack of quality of end ; 
per sharz. 

The exposure draft itself touchies upon thése dangers i m 
" paragraph 17 where it says that whilst an excess of long- 
-and.shcrt-term debt over debtors and cash is a real gain, 
to the equity shareholders in purchasing power, ^it: has. to 
' be appreciated that there may be circumstances in which it ` 
will be accompanied by a dangerously illiquid situation or by 
excessively high gearing, and for this reason any such gain ' 

-.shall be shown as 2 separate: figure: This really suggests © 
| that the consequences of applying’ ‘the logic of: the ex- ` 
.posure -draft are such as to- be useless from the point of : 
view of cash management in tlie, business. 

Another interesting reflection is that the true eddie 

of profizability, taking into. account the application of the . 
methods laid out 'in“ED8, means that return on capital 
employed is very, considerably lower than.the.rates of 
interest at. which money can be borrowed. Borrowing in^ 
these circumstances is an act of. faith or, more accurately, 
“an act ef reliance upon thé continuation of inflation at a 
relative;y. fast rate. In otlier. words, the capital market has. 
“woken wp to the implications of inflation, and profitability 
on the kack of cheap fixed money.is now a thing of the past. 

| The view which the analysts have taken is that the fact - 
of inflacion should be fully and realistically recognized 
within the body of the.report and accounts.’ It. should 


of inflation and another and it should be useful as a man- ` 
agemen: tool. Just such a system seems to be provided by - 
replacement cost accounting: It'also has the advantage of - 
having been used by a wide section of industry in Holland, 
“includirg the best known example, Philips. -` is "m. 
The main. advantage of replacement: cost accounting iS 
its influence on management decisions. It. does -mean that - 
those who are examining the profitability of their concern 
are constantly brought in touch with reality rather. than’ 
making decisions baséd.on history. It was Mr Macmillan ` 
who complained that thé government was being managed. | 
by reference to last. year' s Bradshaw. Many. UK companies : 
.are Being. managed: in‘ much the same way today and an, 


occasional. note from: year to year is unlikely to provide the 


stimulus to change the habits of a lifetime. By. contrast, 
when replacement ‘cost accounting is applied, all levels of 
management are confronted with a current price basis ot. 
which to calculate all the operating ratios which are now: 
‘the star dard aids for ‘efficient management. .. «^ 

It mey well be true that obtaining the information i in the’ 
E place makes costing much, more complicated,- but. 
experience has shown that, as in so. many other. fields, a 
sophisticated system which sounds terrifying in theory - 
soon becomes accepted by- its practitioners, parner aniy, 
-when its advantages become apparent. 


The secondary purpose is.to provide accurate and mean- 
ingful information to shareholders and their advisers,. and . 


the case for doing $0 speaks for itself. Both objectives have 


in commion that they are looking towards the future; the - 
implies just such.a forward. 
attitude. By contrast, the method which the accountants . 
are suggesting for: themselves. is essentially backward» . 
looking; it may well be helpful to see. what has happened, . 

but it has not a great deal of relevance to the füture, which 


i 
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should be the main concern of management and has to'be 

that of the shareholder. Wu wh ou | EP 
To reiterate a truism, the purchase. of ordinary shares is 

always a venture into the.unkriown because there can be no 

certainty any. stepping-stones through this. -morass are 


helpful. More reliable guides to true asset values would. 


" 


surely be just such a set of stepping-stones. ' 


~ 


Looking the wrong way. . l 
To ` sut up, therefore; everybody should be grateful for 
thé fact that after rather more than a quarter of a century 
of unremitting and indeed. accelerating inflation, it is 
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EVER has the role of the accounting profession and its 
relationship with members, with government, and with the 
business community been more critical. Now. that Britain is 
in the Common Market, there is more opportunity for successful 
` initiative than has existed for generations — but there is-also a 
greater opportunity to make greater. mistakes. | | 
The major economic arguments for joining the Common 
Market were clear. Great Britain is a small island .of 93,000 
square miles with a population of 55 million. It imports the 
bulk of its natural resources:and 5o per cent of its food. Its 
‘population is far greater than the country can naturally support. 
It has therefore had to become -a sophisticated industrial and 
trading nation so as to export sufficient industrial products 
and commercial services to be able to import natural resources 
to fuel its industry, to provide the amenities which its population 
requires and to import the food which its population consumes. 
-If for any reason it ceased to be'an aggressive and successful 
industrial and trading nation, then it could no longer afford to 
support its population and its standard of living would plummet. 
For this reason Britain could not allow itself to be isolated 
by- tariff barriers from its neighbour and natural client, the 
Continent of Europe. Of course there was also the further major 


advantage of belonging to a community whose size and traditions: 


would allow it to: be a world political and economic influence. 
. Anyway we are now in. 'The argument therefore ceases to be 
whether we should or should not join. The discussion.should 
now be centred on the identification of our objectives. 


European aims `. 


There seems to be considerable confusion as to what our aims 
are to be. Do we want a community of nations which is estab- 


The substance of a paper presented to the recent aúnual conference of 
The Institute of Chartered Accountants in England and Wales. 
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proposed to acknowledge its existence and -effects in com- 
pany- accounts. However, if sich a step is to be taken it 
would in.my view be the right moment'to make the most 


. of the change in attitudes which is implied. 


e oe . . "AM MM 
~ Replacement cost accounting is dismissed in the exposure 


. draft in.a sentence, and the general purchasing power 


method is recommended ón the basis that it retains the 
advantages of the historical cost convention. T'his view 
emphasizes the backward-looking characteristics of the 
proposed method, and will tend. to prolong the situation 
where the meaningful figures used by effective mánagement 
continue to be concealed from the shareholder. d 


+= * 


f «by J. M. GOLDSMITH, Chairman, Cavenham Foods Ltd. 


The accountants responsibilities to the community can no longer be expressed in terms of 
a narrow analysis of.the business relationship between companies and their professional 
advisers. At the present time, British accountants have a vital role to play in two major 
areas —.in resisting claims for a spurious economic unity of EEC member-states, and in 
realistic and responsible accounting for expenditure of irreplaceable natural resources. ~ 


r 


lishing a free trade area, which will co-operate on trans-national . 


projects and which will co-ordinate the policy on major issues 


, for its member-states? Or is our aim torbe a United States of . 
Europe with a directly and democratically elected: parliament - 


based in Strasbourg, a parliament with supra-national powers? 
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The implications of these two different philosophies are `` 


overwbelming. They will overwhelm practically every aspect 


of our life and certainly the systems which our companies will. 


have' to apply in their commercial and industrial activities. 


The European: Economic Community consists of nine. 


nations, each with it$ own history and traditions, speaking six 
different languages, with different economic needs; different 
political traditions and systems. Anybody who has travelled 
more than as a tourist in these countries will realize how different 


they. are, how little they understand each other and to what - 
degree their views of each other are at best condescendingly . 


humorous and at worst rather unflattering. This 1s even true 
within the existing countries themselves; the Walloons and the 
Flemish in Belgium, the Catholics and the Protestants in 
Holland — not to mention Ireland — the Italians from the North 


and from the South, certainly do not constitute homogeneous . 


. societies. 


It should not be forgotten that the political systems in Europe 
are capable of spanning the spectrum from extreme right to 


extreme left. Who knows what political system will evolve in . 


Italy when a solution will be found to its present political 
chaos? The opinion polls before the French election showed 


that France could be capable of electing a popular front with 


‘communist participation. In Italy, in Holland and in the 
Republic of Ireland the main parties are still subject to con- 
siderable Church influence. AEST 

One of the greatest mistakes that was made by Americans 


‘ . 
` ree 


during their period of Imperialism was the conviction that 


1 
t 


. Economic systems a 3 2 i 
All this sounds a long way from bues realities, but i in fact ` 


HT 


^'^ are basically frée to invest as they. choose through ; the market. E 
E ‘This has-had the following results: ` 


. (1) The British Stock Exchange is greater in iu of both 
capitalization and turnover ‘than the combined stock 


"^^ ;.. in the French: economy and that Trench companies seeking, 
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everybody i is the : same, (m some e had had "m eid fortune tó | úl 


be exposed to the American way of life while others had. not. . 
Americans seriously believed that they were creating a melting | 
pot, and that anybody brought up. within the American way-of. * 


` life would. become integrated into a homogeneous American. 


culture: Of course, this has not been the case..There has been . 
no melting pot in America. The community is still broken. down -* 
more or less according to its original ethnic’ pattern and the 
amount of. intermarriage between the Chinese; Jews, Negroes 
and . wasps has ‘been statistically negligible. They still largely ' 
live in specific geographical areas and in the main retain their 
‘cultures of origin. Indeed, at the moment there seems to be al 


movement back towards their original cultures. : 


` Any system which is constructed on so básic a inisconception 


. must be wrong. I am convinced that the new Europe, must 


accept that - people are different and must estáblish a political 


and an. economic system which caters for these differences. I’ 


'also firmly believe that it would be wrong to attempt to reduce 


these differences. I can think of few things worse than á uniform 


imid-Atlantic hamburger: culture which would. smother the 
traditions of ‘the’ Scottish Highlands, of Devon;' of Bordeaux, 
of Naples and: of Bavaria. 


y 


the--differences. between: social cultures are as great as the 


` differences between economic systems and they are inter-related. 


Britain still applies the free enterprise system.. The Stock 
Exchange is" basically. the place "where ‘British savings are 
invested and where British companies seek. their: capital re- 


. exchanges of. the six original countries or the Common 
"Market. . . s 

E The British. Stock Exchange plays a major role in the 
.economic life of the country. `- 

(3) It has had-a profound influence on - the motivation of 


" management. As management depends on the $tock-market . 


. to raise its capital so it has had to accept its disciplines. 
: (4) The, institutions, pension funds, savings: organizations, 
` - etc. together own nearly half of all shares quoted on the 
. London market. They are acting on behalf of á broad section 
of the British populatiori and this has resulted-in a wide- 
' $pread ¡direct or indirect. ownership of a major part of 
* British industry ánd commerce. "NL 


The F rench system. is quite different. The r main supply of 


$ ^ capital i is from public and other nationalized ‘sources and iri- 


- stitutions are relatively’ minor factors in the market, because 
then investments .are-guided by State policy and they are 
. generally channelled into State projects. The: main pension 


run are run by the State and are funded on an income basis | 


.as opposed to a disi basis. aay are, os not major 
investors. 

. Institutions as a ‘whole 3 in. France have sel fifteen timés 
less i in the market than comparable. UK. institutions have done. 
. This has meant: ; 


(1 ‘That the French Stock Exdiange i is not: the. “major, dione 


“capital look primarily to other sources. 
(2). That French. executives to some degree have a. diderent 


"+ set of disciplines. Their master is not the Stock Exchange. 

and the law of supply and demand. They are also.strongly ` `- 
mE influenced by the State and its plans. Thus in France a 
... |. different typé of executive has tended to reach. the top. 


i (3) That the market place has not been the forum for change. 


Whereas in England a very large number of major com-' 
: panies have: changed . hands and changed management. 
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A - as a sale of free UEM te during the Saa 25 ‘years’ 
in Trance the quantity has been’ almost negligible. Thus 


the mechanism for. ‘natural selection in France ¿does not 


exist the same way as it does in the UK.. 


E 5th, 1973 v 


(4) As the‘bulk ‘of the. French population: does: not directly or 


ind rectly have a stake in French industry through pension 
funds or savings institutions, so a different system has had 


d 


to be developed to allow for. popular dd ia in BE 


ownership of industry: . 


” Some wili say that Britain: should 1 no doubt adopt che French 
system b=cause itis the French system that has been the most. 
successful since 1958; the GNP per. head has grówn during 
that -period in France by about 85 per cent, which is to be 
comparec to about 4o-per cent for Britain. But I believe that 
such a ccnclusion is a süperficial one ánd is based not on the 
facts but on what appears to be'the facts. 2008 ` 


During the past ten years: the fundamental : ‘positions. of 
‘France and England have been quite different and that i is why. 


they. have. needed different systems., First. of all,* France has 


. been.inside the Common Market whereas Britain has kept out. 
"Thus Fraace has had the advantage of size and the advantage of 


competiti ze pressure. ‘Also, France. has been moving fast from 
a'basicall7 agricultural community to'a major industrial nation. 


Its systems have had to be tailored to allow arid, indeed, en- - 
courage ruch a. metamorphosis and have been geared for 


creation and for innovation. 


“Britain, on the other, hand,. -had been a: major - MOTTE 


"nation forover a century; indeed, itis probably the only country 
in-the wo-ld in which the 'majority of the: population has been 


employed in industry and commerce for over 100. years. Its 


- . industry was already highly developed: The problem in Britain. 
A quirements. Institutions, pension fünds, savings ‘organizations. ' 


was not cevelopment, but reorganization and tevitalization. 24 


Any ecenomist who states the French system:hás worked in 


France and should thérefore be applied to Britain is as ignorant" 


as a docto? who says that cortisone is excellent fòr- rheumatism 
and therefore should be prescribed’ for flat feet.. S 


I think that orie of the -battles of the next few years is going | 


to be to'ztop the idealists from trying to apply tó the UK 


systems wich are wholly incompatible with its needs and with 


its objectives dnd this is a battle in which you as an’ Institute 
are going. 90 have to play a User role. LS 
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*One- dimensional" accounting - P uU 


of operaticns. It is obvious that if those who are responsible 


for the management of any particular enterprise do so with the. 


aid of acceunts which' are. incomplete or misleading: they will 
find it diffcult.to. manage effectively. One dangerous form of 


incomplete accounts is what I will call “one-dimensiónal ác- 


countancy”. I will give you some examples of óne-dimérisional 


‘accountancy. : 


. I would new like to turn to the broader subject of he national 

‘accounting system. Presumably . the’ purpose of. producing- 

. accounts:is to establish a balance sheet at à given time and tó- 
' produce ‘operating figures which allow one to judge the state * 


. When America wanted ‘to | produce cheaper food, it did so by | 


mechanizirg farm production; 
costs for Mod production. Unfortunately, when the, accounts 
were prepared, they only took into account direct costs. At- no 


‘time did taey take into account the. fact that those “who had 
“previously worked on the lànd lost their jobs and moved to 
' towns, where the bulk of them were not: reintegrated into useful 
-employmert. If you calculated the: economic cost of the un-" 
employmert caused by the rapid mechanization of agricultural 
production and added it to, the lower diréct costs, the accounts- 


would, of course, show à different result — without having taken 


into accoumt the social costs of creating major pools of un- 


employed 1 ving in slums, or'such by-products of this situation 
as the ecomomic and social cost of crime and its prevention. . 
mis ; EN f _ Be $ 
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the' result was lower direct. 


We know your adit accounts aré ré necessarily - | e E 
=., - complicated, That’s why we make our statements - S 
read with enlightening simplicity. 
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The type of banking service we offer are spread among fewer private and : 
can makea substantial contribution to the professional customers. . 
' smooth running of yoúr banking affairs. Withdrawing cash from an account 
Take our very distinctive statements at Coutts is straightforward ; wecan 
; as one example. We provide these written make arrangements for vou not only at 
outin narrative form so that you can . our branches but at hanks throu ghout 
quickly identify and reconcile each , the country. 


So if you need a total and discerning 
bankingservice you will ind Couttsisthe 
bank for you. Charles Crawley is the man 

and can afford tó give a high standard of who will gladly tell you more. The address 
` personal service. We have all the ato N is: Coutts-& Co., 440 Strand, London 
necessary experts. It’s just that they . f && E YWC2R 0OS. Telephone 01-836 7701. 
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Coutts & Co-avery individual bank. o T 


transaction. . 
You get such attention to vital detail 


because we are smaller than other banks 


Tobeornot tobe - 





[Please sendmea copy of your booklet 


Before April 1975, " ás will 
BeRecognised' 


| sla todecide whether to operate a 
: Recognised Occupational Pension Scheme 
for theiremployees orto include them mthe 
Government Reserve Scheme. 
| This may bea difficult decision and 
require skilled advice. | 
a% As one of the leading pensions offices 
witha specialist pensions organisation 
throughout the country we are able to help. 
We have prepared an explanatory 








Postto: The Staridard Life Assurance Company, | 
Fensions Department, PO Box No4, Elliott House 
Hillside Crescent, Edinburgh EH7 SEN, Al. 


booklet on this subject and will be pleased to STANDARD LIFE 


send you a copy, without obligation 
Established 1825. Assets exceed £1000000,000. 


` x : Head Office:3 George Street, Edinburgh. C úl 
2 l _ Branchesthroughout the United Kingdom * ` 
. + and the Republic of Ireland, . 
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Have you subscribed yet ? 


_ Simon's Weekly Tax 
Service 


This Service has now been available to tax practi- 
tioners for two months. The first issues have been 
described ir Accountancy Age as 'comprehensive, 
well produced and authoritatively edited'. The 


same reviewer commented favourably on the 


speed of the Service, which is clearly a strong 


recommendation to the busy accountant and tax 


practitioner for whom this is designed. 


The Service has now become even more in- 
dispensable with the coming into force of VAT 
and the long months of Parliamentary debating on 
the Finance Bill. Simon's Tax Intelligence will 
cover all developmerts in these and other fields 


of taxation. It provides, every week, an outline - 
_of the previous week's developments, detailed 
summaries of cases decided, official Press 


Releases from the Inland Revenue ánd Customs 


“and Excise, reports on Parliamentary business and 
cumulative indexing. 


Simon's Tax Cases.meets the no less pressing 


requirement for a soeedy series of tax case 
reports, delvered to subscribers as soon as . 


possible after revision of judgments by the 
judges. These reports, in the style of The Alf 


. England Law Reports, will be re-issued at the 


end of the year in a conventionally bound volume. 


As an optional extra to the Service, subscribers: 


may order HIMSO copies of the Finance and other 
relevant Bills and Acts, to. be supplied by first- 
class post on publication. 


"^. An illustrated leaflet, giving full details of the 


Service, will 5e sent on application. 


— = 


Butterworths 
88 Kingsway, London WC2B 6AB 


Showroom: 
11-12 Bell Yard, Temple Bar, London WC2 
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For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. | 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 
PUBLICATIONS 


THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS). LIMITED 
151 STRAND, LONDON WCR 1JJ.. 











. THE INCORPORATED 

ASSOCIATION OF COST AND 

INDUSTRIAL ACCOUNTANTS 
LIMITED | 


(BY GUARANTEE) 


‘THE COST ACCOUNTANTS’ 


ASSOCIATION ^ 
FOUNDED 1937 i 


Membership by Examination 


only. Syllabus on application 
from the Secretary, at ' 


60a STATION ROAD 
UPMINSTER 
ESSEX 


Externa! Examinations are held half-yearly 
in London, and at such other placas as 
circumstances warrant. 


Internal Examinations may be arranged at 
Municipal and Similar Colleges. 
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Other illustrátións of one:dinierisional accounting: arè easy o “Here! are a Ts quotes. from Neiusvicek of January 22nd:' oy 
bd, «Japanese. lumber: companies. are cutting - down whole. ‘Suddenly the harsh winter weathér was biting’ more ae 
| forests in Indonesia, which enables’ them to make large profits + - . all'across America, and: predictably: fuel -shortages ` ‘began: to 
*- but. they. are destroying the, resources on, which their business ^ ^ plague the nation. ‘In Des Moines, hundreds of home owners 
- is based. The whaling industry is an even better example;. ` were down to .their last chill days of heating oil, with, no 
-since it has beén, pursued with: callous disregard. for whale .. guarantee when they Would’ get. their next deliveries. In 
-stocks which have almost disappeared. ! . . Denver, high schools*were on a three-day week to. conserve. . | 


dwindling fuel. In West Virginia, Illinois, Mississippi and. 


mist. glarin xample is that of national accounting.: - 
But the most.glaring example is that of nati nal acc ounti ng. - elsewhere factories had to Shut dowi at least. briefly. when - 


¡If a company: manufacturing :tomato “ketchup: wére to credit. - "füel tanks ran dry. ` | 
-its ‘profit and loss account with its sales.and to debit-its profit’ ~ ño qua sitione tol inim Yee PA e — ilis 
. and loss‘account: with all items of cost other than the cost of ' rocketing demand, there were inevitable shortages of other:. 
. tomatoes, then I think you would agree that the profits it would `- fuels. Grain shipments were stranded on batges in the Mis-. 
^" show. would be inflated; at "best misleading,” and at° worst _|, sissippi.and Ohio rivers. Jet fuel was so scarce at giant John F. 


. fraudulent. This ‘is exactly what the nation. does, when it _ Kennedy Airport in -New . York that many planes couldn't. 
“establishes its accounts; at no stage doés:it take’ into account the > -` get enough for scheduled flights to the WestCoast; they had ` 
"true cost of the natural” resources that are consumed. i in pro-. ~ -to make. intermediate’ stops to-fill their tanks. The nation's 
ducing the nation's GNP. | `~ ^. >  railroads said contiriued shortages could disrupt their service, 


Mineral resources are the product of millioris of years of. earth NS ia, tHere were even dire predictions. of a pasoume ‘shortage: ` 


234 Mines b. d A di d this summer. ' - E 
story. ines bear no secon crop. As new discoveries ecreasé, ‘Consumers inescapsbly will See ‘their: bills for electricity,. * 


“there is only retreat to new. lower grades, imports, y aS; - héating-and gasoline raised even higher — and [they would * 

E „synthetics, recycling and eventually exhaustion. | "=> conceivably find these ‘necessities being rationed. There will ` 
Professor Cloud, professor of: -Bio-Geology. at the University - . - almost inevitably be-niore blackouts and brownoüts; ` ~ 

“of California. recently quoted the. apparent. lifetimes: of known." ` .'With.but 6-per cent ‘of the world's population, the US. 
-.recoverable resources at current mineable grades and rates of ` | guzzlés 33 per cent'of the globe’s energy — an all'but ungraspe-.. 

.: consumption, basing his figures on those of the US Bureau. of: .' able 69 quadrillion. British thermal units in 1971. On any given 

- Mines: They show that the lifetime of platinum, zinc; gold and  . day, the-averàge American household uses up: the energy” 


: | equivalent to-46 pounds of coal, 94 gallons of oil products and: 
` lead are very short indeed; exhaustion being reached, by about a-half-pint of nucléar energy, among other fuels» Projections: : 


1990; only ir ‘of the lifetirnes of the 20,best-known com- - (p. for far higher consumption by 1985 —-70 pounds of coal, 
. ,rnodities persist beyond the end of this century; Present com- for instance, and 5i gallons of nuclear energy. —— x 


' mercial deposits of silver, tin; uranium, natural gas and crude: JE Es 


: ‘oil ‘will be pressing their limits by then, By the year’ 2042, l The i implications of this ctisis are ẹnormous: ,, A 
which, as he says, is only as far into the future as thé invention - (1) ] It deti: that th, have fo reassess da ri concept ot" 
^, .of the-aeroplane and the discovery. of radio-activity are inthe. — - Pang ia concept on. which our id m , 
past, we can count‘only eight of these:20 commodities. ©, . (2)It. means ‘that we have' to ask the question “How is it possible ` | 
It has taken three hundred million years-or so for our. fossil : "to prorhise the ‘under-developed nations that we will help: 
: fuel reserves to build up. Tt :cannot' be responsible behaviour > -them to industrialize? If^the whole world reached’ the: - 
¿to use them T in a souple òf hundred. ‘years. Ls TIT , present level of US industrializatión and consumption, gee de 
l eoru ceti dos c. cy 0 o national resources would last.only a very few years: . +. 3: 
. Finite resources E te g 4 Seo 7 futs DEI Bn it^ is eur NUS by 1985 the US. wil be. 
-importin er cent o ‘ener consum tion. e. 
"The World: Bank has criticized: Professor- “Cloud? S figures,” UE DENER deficit for oil alone. would be be billion D 
o „pointing | out that reserve estimates have: clianged several times,- | -.annualy. . ^ - En 
“an the past ànd are, likely to change again in the future. Indeed, ` (4) What will, happen. when thósé inda vi! no natural ^: 
hey say that, recent, estimates, ‘for example, of the reserves of ^ ^ resources begin to fully realize the implications of the world 
iron ore are about five times larger than those estimated in 1954... "shortage, as wheri countries like Japan .or Great Britain, -y 
_ However, arguments as to’ ‘whether figures. quoted by the ` US. „find. it difficult to: import sufficient natural resources to js 
-. Bureau of Mines, by Professor Cloud or by the World Bank. | ^ fuel their industry? It should not be forgotten that their’ 


' "are correct: or ‘incorrect are missing the point completely. The" : -level òf population can only be supported" TUM the: 
^'"eontext'of an industrialstaté. ^ '' . M 


¿point is that the reserves -of natural resources in this world are- .; 2^ 


- finite; it does not take a mathématical genius to realize-that, . “Two of the inóst momentous Bills introduced in. the 08. 
à against a background. of finite resources, one cannot have i in- Congréss on the one hand and the Canadian Parliament on the”. 


finite growth. other during the past twelve months concern this very point. y 


.; World- growth is at the fate of about 6 per cent per annum, "The former. was a Bill proposing to limit the export of certain- 
“ie, doubling “about every. thirteen years; this means that in - . qualities of coal from the. US to Japan.. The latter was an- + 
^93 years.we would be using 128 times the quantity of: natural + nounced on February’ 15th this year. by the Canadian Govern: - + 
‘resources that we now: use; and 13 years, after that we would ^ ment which — I quote — “is trying to ensure adequate supplies; : 


4 

LM 
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“be using, 256 times our present levels of consumption. `. for. the country's own E and therefore’ imposed, controls ` 
Obviously v we will be able to find.short-term expedients such on oil p aui: to the US, du CENE a we. e coe 
as substitution «and synthesis, through technical innovation. "E Eu Ls AUN Rar UNE S 


America ‘has: stocks: of shale oil; which costs about twice as. The real cost CEN Es PET US. 
. much as crude oil. It will coirie into use when the cost-of crude ` Against this background, how is. it MUN that. the mud 7 

., Oil has risen sufficiently. Various metals can-substitute for one - resources used for the production of Britain's GNP.should.be ; `i 

'" another and: plastics for some metals. Other substitutes can be valued not at their true value; but at their cost of extraction and 
created if price is not a'consideration, but the production of. of delivery — as though the materials: themselves were of no .: 
"plastics consumes:petroleunr and coal. Metal in general cannot value and were available in limitless quantity? I don't believe ^, 
, be synthesized. Substitution<and synthesis must still be ex- . that you should accept accounts prepared in this way.. What +”. 
` ploited to the limit but..we must recognize that they are in~  we'rieed is a reassessnient of our system of national accounting ` 

. . sufficient; either, alone or.in combination with nuclear energy which, brings in both the qualitative. and the quantative analysis. -~ 

! to overcome the limitations of natural supply for ever. - o e "Economists, ‘particularly in ‘America, are ` increasingly dis," 
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p PT ‘with-the-use‘of GNP as an index for anne: save 
A crude output. It does not differentiate between good and bad, 
*.. between: useful and useless, between constructive and. wasteful. 


" ^ 


x dE employees live further away from their work; the extra travel 


. 
4 


: i$ =xcluded from the accourits. ^. 
If our system of accounts were not bal and the 


“concept of quality were acded to the concept of quantity in ` 
determining thé GNP, we would have to’ y think again on.such. 


"+. basic economic matters as: 


v whether we should really be planning to build so Jinny rhotor- 
sc: . Ways or whether we should be improving our railways; ;'. ` 
ÜC "whether our.trains should be fuéled by oil which we will have 
- to import, or. by coal of which we have an abundant domestic 
supply; "^ - 
whether it is rabe to continue to believe that our rail- 
-.. ways’ losses are ‘bad’ because they are a trading deficit, whereas 
- ' building motorways is ‘gcod’ because they contribute. to the 
P (This. concept mob: ignores the OCDE of Eque: 


“Value Added Tax | 


- by Paul W. DE Von. FLA Ro qe 
‘` Butterworths (loose-leaf), £S 50. aUe un 
“Encyclopedia of Value Added Tax: 


"Consulting editor G. S. A. WHEATCROFT, M.A., General editor, 
D F. AvERY-JONES, M.A., LL.B., E-.LL > 


- Sweet, & Maxwell Coose- leaf), £ro. e 2 ~ 


. Mr ce Voil's book, being frorn the Butterworth stable, is in. a. 


"form familiar to the many users of that company’s excellent 
. Simon on Income Tax. The only difference, apart, of course, 
' from the contents, is that the binders are in a handsome shade 

E - of brown instead of green. De Voil is divided into parts A to F 
as follows: A. — — Commentary; B. — Finance. Acts; C. - Other 
| Acts; D. — Statutory Instruments; E. — ‘Other material’; 
"Tables and index. ` 


In Part B, the only Finance ‘Act so far is that of 1972. It is. 


printed with the briefest of annotations but after each section 
. the reader is referred to the appropriate paragraph of Part A for 
_ What the book: calls ‘main nerrative treatment’. Part A does 
, contain- some very. useful observations, but naturally at this 
Uu carly stage it is difficult to givé an authoritative exposition. 
In: some cases, the phrase ‘main: narrative treatment” is 
a not entirely apt. Thus section 26, which. consists of 
"about 250 words, is treated in the narrative section in one sen- 
tence of less than 40 words. However, it is immensely useful to’ 
"have within-one cover all the legislation and the statutory. 
d | instruments, with the raw eee that they will be kept uP to 
j dates : 
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a to and from.work is added-:o.the GNP. It is like a businessman: 
= who can no longer distinguish between being busy and doing. 
business. For instance, to produce an electric toothbrush rather. 
than an ordinary toothbrush contributes more. to the GNP; 
ye: the obvious wastefulness of natural resources of the former | 


, Excise nozices; VAT. Tribunals: 
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ass can. use - . domestic dl resources ad supply 
transport without dramatic destruction to the countryside.); ' 

whether our coal industry should really be considered a dying 
. indust-y or whether it is not a vital industry of the future; 

whether the nation's “population plans are reasonably based. 


To my amazement; à few months ago I heard a senior scientific 
adviser #0 a succession of past governments. seriously argue 


‘that there was no population problem-in the UK, and that this 


country could support a population of 80 ‘million. ‘Only a few 


years ago, we heard senior Ministers stating that Britáin's 
¿problem was that it had no surplus agricultural population to” 


draw on for its industrial : requirements, and that is why we 
should encourage immigration. It seems incredible that.such 
points of view.can be taken seriously in'a country which is 
already supporting an artificially high population, and, which is 
dramaticelly dependent on the’ rest of the. world. for food and 
for natural resources,  - 

I would like to conclude by suggesting that, in what: could be 
momento-1s times in our history. it is more important than ever 
that those who decide on our behalf should be supplied with an 


“accounting system that produces a true “and fair view of the 
facts. Ths influence of your Institute and of your members 


could be a determining factor i in ‘producing such a system. 


— ad 
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The Wkeatcroft work is divided into eight pans: todito: : 
VAT Acts; other. Acts; statutory instruments; Customs and 
VAT cases; and European 
material. he VAT, notices are the familiar dark blue booklets 
which the Customs and Excise have issued in order to indicate 


- their own view of what the statutory provisions mean; the 


notices heve been punched and. inserted in. the loose-leaf 
binder. Exposition is not contained in a Separate part but 
consists of annotations to the Act. - 

On the whole, at this stage, the' reviewer prefers the 


Wheatcrof: method since; as stated above, the scope for exposi-' 


tion at the moment is. mot very great; also it will be useful to have 
reports of VAT. cases bound up in the binder. The preface 
indicates that these reports. will not be confined to High Court 


‘decisions but will include decisions of tribunals; that. being so, 
it would sesm unlikely that one binder yall be adequate. for n 
long. - | rr "ur 
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Value Aided Tax Law and Practice Sa 
The Association of Certified Accountants, d£r39.. °° 


This paperback issued by ‘The 'Assóciation of. Certified” Ac-. 
countants iz a modest (and therefore conveniently carried) work 
of 107 pages. 1t is divided into. paragraphs of exposition, with a 
reference tc the relevant statutory provisions in the margin to 
each paragraph. The statutory provisions themselves ‘are not 


reproduced but a copy of the Finance Act 1972, and the sub-: 


sequent stafutory instruments, can be obtained cheaply enough. 
The Custoras and Excise notices are, of course, free. - 
Appendix I sets out the statutory instruments and. official 
notices issued at the time of going to press. Appendix 2 sets out 
in full the Value Added Tax Tribunal's rules, and Appendix 3 
contains a most useful glossary of the new VAT j jargon.. >- 


Management Accounting i in Practice 
by F. A. CALLABY, F.C.C.A., F.C.M.A., F.C.LS, a s 


- 


Gee, £3. | l : 


This book; previously published. in 19 59 under the title of 
Illustrations of Management Accounts in. Practice, has been. 
rewritten and brought up to date by-the author. . 

.- After explaining the role of management, EE. and how 
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it differs from ‘Glacial accounting, the hook ee tor the i 
development and presentation of suitable management accourit- 


ing statements for a comparatively small engineering concern 


"and covers accounting control of expense, output, profit, money: 


. availability and use. A chapter in some detail is devoted. to 
describing the integration of a;costing and financial accounting 


system. The book concludes with a chapter describing refine- . 
ments and developments such as flexible expenses, forecasts, 


and budgets, the contribution of each product to overheads, 
standard costs of production, standard times for labour and 
variances against standards. ' 


"The book is well provided with exhibits illustrating. the text; 


and contains a short bibliography mainly drawn from publica- 
tions of the British Institute of Management and the two 


' accounting bodies of which the author is a member. There is. 


no index but this is not a sérious defect in a short book of this 
nature, 
The keynote of the book. i is practicality without fond sight 


of the principles of management accounting. Consequently it: 
offers considerable help to the student in the application. of 


principle to practice, and also to the industrial accountant who 
is seeking maximum impact through the production of planned 
and controlled information on which direct manágement action 
can safely be based. - 
Sergeant on Stamp Duties and: 
Companies’ Capital Duty — 


Sixth edition, by B, J. Sms, LL.B., and E. M. E. Sms. 
Butterworths, £1260. | 


"This is the first edition of Sergeant since the holocaust of Stamp 
Duties which took place over the years 1976 and 1971, but it is 


s 


only six pages shorter than the fifth edition. The editors explain . 


. that while it has been possible to delete a good deal of material, 
the opportunity has been taken to expand considerably the text 


relating.to company matters. There is now.a fuller treatment of. 
loan capital duty, and of the relief from duty on reorganizations 


and on intra-group transfers. It was recently announced that 
loan capital duty will be replaced by a new duty on August ISt, 
1973- 


, Another new feature’ is that Northern Ireland stamp legislation | 


about company exemptions, with some explanatory notes, has 
been included. However, no attempt has been made to deal 
, fully with the Northern Ireland duties. - 

The book follows its normal practice of setting out the British 


legislation in chronological order accompanied by exposition. 


. Ás earlier statutes are often amended by later ones, this does 
‘involve a considerable amount of page-turning from a statute to 
exposition and back, but there is no ideal way of expounding 
British stamp duty. We would welcome rather shorter sentences 
in the exposition, and rather larger print. However, the import- 
; ant thing is the matter and this is extremely good. The book has 
obviously been written with considerable care. Moreover, there 
. is no other current tax book on this difficult subject. , 


] The Stock Exchange 'and Investment. 
Analysis - 


Second edition, by R. J. BRISTON. ^ | s IN. 
Allen & Unwin, paperback, £3:50. o 


The purpose of this substantial text of nea:ly.500.pages is to 
provide a link between the simplified guides to investment which 


proliferate.in thé affluent society and the academic treatise, . 
which examines, usually with mathematical techniques, thé - 


problems of investment. The text” is readable and the se 
thorough. ~ 

The book starts with a review of the Stock Exchange and its 
functions, including recent criticisms, i, then goes on to describe 
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: CHRISTIE: MaLrY's Own DOUBLE ENTRY, by B. 
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the ` various types of securities traded, The cond and larger - 
part of the text is devoted to investment analysis, from basic. 


principles and tlie information available to the investor, to the 
more sophisticated methods of assessing the cover for dividends, 


:-estimating yields on to some investment theories utilized by the. 


chartists, A final section examines the effects of taxation on | 
companj profits as well as the working of the'capital gains tax. | 
It is noteworthy that the author is not merely concerned with 


-— 


PIE 


an exposition of statistical methods, but with providing the”. 


Jegal, accounting, and fiscal background against which portfolio 
management, and selection must be made. 
| j 
Economics | - 
by J. A. ALLPORT and.C. M. N. Sone E 


Cambridge University Press, £2: 50. 


«This is a textbook on economic principles on the conventdnal 


or traditional lines written by two teachers at St Paul's School, 
London. The basic theory is illustrated against a background . 
of some applied economics. It is well. written, the exposition is 


, 
r 


concise and free from irrelevant padding. It is well designed as <` 


an introductory text for those schools preparing students for the, 
economics paper at Ordinary level. 
It could also provide a start for those embarking upon the ` 


- ^. Advanced level course in the same subject, but it would. probably 


need some supplementation with a slightly more advanced text. 
Nevertheless, the reader who assimilates.the contents of the text, ; 
will be quite well versed in the main economic principles and 


i issues of. our time. 
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dee -OVER and merger áctivity on thé London Stock. - 
Exchange làst year was largely responsible, for a 50 per . 


x ^ cent increase in the turnover of ordinary shares, over 1971. . 


. -In the event, the Financial Times Industrial Ordinary Share 


| index gained 28-0, or 6.per cent, on 1 the year, with thg index 

^. back over.the 500 mark at 505:4.. 
E, - , However, 1972 was a record’: year. for. take-over bids 
. quite apart from these factors. All previous records were 
- Broken, .whether one judges on: the basis: of absolute 
“3. "consideration (£1,946 million in 1968), in spite ofa change 

- in the statistical base in 1969. 

. Moreover, the official statistics dude acquisitions and 
] mergers inv olving financial companies (insurance, banking, | 
E : etc.) which .áre dealt. with separately by -the Bank of 
: E and published i in the Bank of England Quarterly 
Bulletin and i in Financial Statistics No. 119 (March 1072); 


. NE m - MERGERS AND TAKE- OVERS 

i Year d (^. Total: Acquisitions “~ Mergers (a). ` 

Pe aed No. ` £m -No. . ` £m :': No. . -£m- 
0 1969... ` 846 1,068.08  -844 :1,061-3 “2° 76 
0741970... . 793 1,1225 787 1,0800 | ..6 425 
20721971. .. 884 91141 884 .91131 fo | "E 
27 51972^.. 1210.2,5088 ` 1,203 24995 ` 7 


vr 5 . >. Share of the newly formed company. ~ 
- Source: d of Trade and Industry. 


oon or paper 


E ' Following the pattern of recent years, the pirat of 
"' cash in the offer terms has continued to decline. Indeed, 
: most’ of the very large bids take the form of a “paper: for 
+", paper” offer, either wholly equity or part equity and part 
.'." :unsecured loan stock (although the latter is sometimes of thé 

‘convertible duds The ae table indicates. the 


: broad trend: > 
e | | ANALYSIS OF OFFER TERMS | i 
E C A S OD" “+ " Ordinary Fixed interest --. 
us DE m BA Cash ` shares. Securities .: 
|. Yeah 0c + per cent ` . per cent - per cent ` 
."1969 277 51-6 207 
"1970 P E 22-4 53-1 24-5 
14971 ... "313. 480 20-7 
. 1972 ; 18-6 l 58-3 ' 2311 


a i "The third table lists the bids of [20 million or over. 


:recorded i in 1972, including those in banking andi insurance 
. “Companies. - : 
*,. Turning. to dida bids, 1972 was also abe for 
- ^ «the highest single bid recorded so far — the £4ro million 
"e" ¡bid by Grand Metropolitan Hotels for Watney Mann (an 
l : ~ abortive £425m. intervention by the Rank Organisation was 
-hastily withdrawn when American holders of. ad “A” non- 
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numbers (1,000 in 1965) or in terms of the value of the : 


“9. oe 
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ORAE shares threatened 1 to rre of their holdings Eu 
so drive the market price'down). By sheer coincidence, the. 
second largest bid also involved the take-over of a brewery 
company — Imperial. rd S- “280 million. bid for’ 
Courage. | 

Moreover, Watney Mann acquired control of Samuel. 
"Webster — another firm of brewers — and. then made an 
agreed bid (£45 million) for Scotch Inventories: before 
succumbing to Grand Metropolitan. Hotels. i 

‘Some of the: original members of that select group: of. 
take-over experts in the early 50s'are stillas active-as ever. 
- Sears Holdings and United Drapery Stores vied with one 


- another for control of William" Timpson, the shoe retailers — 


a battle that was finally, resolved when the’ Department of 
Trade and Industry. decided ‘to: refer the Sears bid to the 
‘Monopolies Commission. Next day, -Sears reluctantly 
‘ withdrew their offer, leaving the United Drapery Stores, in- 
BOSE of thé spoils. 

Meanwhile, United Drapery had’ alfeady made an, agreed : 
bid for John Farmer (£4 million); the Aldershot-based 
multiple footwear distributors. But Sears came again with 
an agreed bid (/2:1 million) for Minos (Sporting 
Investments) . 

Then the House of Fraser paid £8 million for Hammonds, 
an. unquoted public company owning and managing de- 
partment stores in Hull and Bridlington after having their 
opening bid for James Howell (£4:95 million) eclipsed by a 
higher bid. (£6 million) from Thomas Stevens (Property). - 
Meanwhile, Scottish Universal Investment Trust. Co 
(sits), the late Lord Fraser’s brainchild, made an agreed 
bid (£3 million) for Dalmore, Whyte & Mackay, the Scotch 
whisky producer and later on in the year made another” 
agreed bid (£6 million) for. Daniel Greenaway '& Sons, 
one of the leading financial printers in London. .. ' 

In May, Quinton Hazell acquired Standard Tyre for 
£? 11:3 million before.capitulating in its turn to Burmah Oil 
-in July. Elsewhere, Bowyers (Wiltshire) made an approved 
£19 million offer for Scot Meat Products in February, only” 
to be swallowed by Unigate later in the year. . — l 

-A three-cornéred battle developed for. William Cory & 
Son. Initially, the twọ contestants were. Jessel Securities 
` and the Court Line, but eventually both were beaten at the 
post by Ocean Steamship. After being rebuffed ‘here, 
however, both’ defeated bidders turned their attention to: 
other -prey. For instance, Court Line went on to acquire 
Sunderland & Doxford for £7-5-million while Jessel: — 
* acting through the newly acquired. firm, Macowards = = pia 
E! I4 4 million for Maples. ^d | 
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Tea trade 


The tea trade was the subject of certain adal dae dur- 
ing the year. Unilever PES the Lipton Teai interests from 
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rl Foods for En BI ‘million i in August, and iL own: a 


Corporation, of America for £23 million in a full cash deal. 
Among the: smaller bids, several companies were par- 


_. ticularly active during the year. with two or more bids. 


- to their credit. Sime’ Darlby, . for instance, the rapidly 


- growing Malaysian-based trading company, first took over 
R. G. Shaw, another leading trading house in.the Far. 
East; followed, this up by acquiring Clive Holdings (£19:2 


million). whose principal activities are bill discounting and 
money broking’ in. the City of London; and finally took a 
further important step -into the UK financial sector by 
` acquiring control of the Robert Bradford.& Co insurance 
- broking business for a total consideratioh:of £4:2 million. 

Northern Dairies (since renamed Northern Foods) were 


- soon retaliated by taking over Tetley from the Beechnut . 


3 


also to the:fore with three acquisitions — Park Cake ' 


Bakeries (£5:6' million), . Hull Breweries , (Arr: [e non) 
. and Smiths Flour Mills (2-7 million). 
.. Apart from the above, several firms Rd to. achieve’ 


_a brace of bids, notably Bowater who absorbed Beautility 


(£116 million) before advancing on -Ralli International: 


` Next, Glynwed acquired Cashmore (15:6 million) before - 
taking over Sidney Flavel (£6-million) and outwitting both: 


. Burco Dean and Valor in the process. Babcock & Wilcox 
^strück twice in one month with an agreed cash bid ‘for 
General and Electrical Mechanical System (£6 million) 
' but met opposition with its £8-5.million cash bid for process 


HABE manufacturers Woodall-Duckham before winning on ' 
a technical knockout — i. e., last minute buying in the open `’ 


“market on the last day for acceptances, leading toa higher 


- cash offer of [8-75 million. 


An old-established industrial holding. company, "Fiomis 
Tilling, came back into the market with bids for the Vokes 
Group (£9:6 million) and. Val de Travérs (£3:5 million) 
- only to meet firm opposition from both. Wrensons, which 


now claims to be the fourth largest supermarket chain i in, 


the country, came into prominence with. bids for Redman 
Bu 5 SSN and David Greig (oro million) 


: P 


: Ls 


"Once again, remito were activé m d ‘bids to their. 


credit, Melbray, (£74 million) and — towards the end of the |. 
year: — Réiss Engineering (£r. million). Finally, Ladbroke's .: 
moved into the leisure industry by taking over the Caister : 
i Group (£6: million) before resuming its -norinal growth . 
activities mun an DRM bid for. Pee med (ha. | 
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As for single bids, there were some exciting battles to" 


record. Ever Ready (GB) won Crabtree Electrical Industries `; 


in face of spirited opposition from the latter's board, : 


winning with their third and final offer of £12*4 million,’as . E 
1 compared with an: opening ‘sighting shot’ worth > hr 8T 


million, ' 
- At one stage three firms were locked.in battle for Martin: 


Walter, the Dormobile firm. Marley Tile started thebidding' | | 


with £5:4 million followed by a counterbid from Bristol ` 


Streét Motors worth £65 million, only to find themselves - | 
overtaken on the run-in by a higher | bid from Charrington” > 
Gardner. Locket (£777 million). . E 

Elsewhere, Imperial Metal Industries, a «quoted 'sub- 
sidiary of ICI, acquired Norgren Shipston (£13 million), 
, a company engaged in the field of pneumatic control... 


r. 
: 


equipment while the Fairey Company bought out Britten-.. 
Norman, producers of. the ‘Islander’ light: aircraft, for : 


£4: 1 million. 


- Debenhams boughit Cater Brotheis; (Provisions) for £6 9: 
million, thus giving them a major stake in the food market,’ : 


with a turnover approaching £40 million per annum: from 


14 supermarkets, E with many service branches anc: 


off-licences. 


| Finally, "Allen ` West, which hád — a of x 
rival suitors Drake & Cubitt and MK Electric Holdings at : 


the beginning of i972, gave in to a joint bid by General; 
Electric (US) and. T ube Investments worth £98 million a at: 
the end of the year. 
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_{£20m. and over) gei A P om s s 
: jai o, EUST l ' i Approximata FL 
LXI CT a: NE . Date ‘ valueof bid ^^ 
Bid by | CM AK E For control of —— .-1972 £ million. 
' Grànd Metropolitan Hotels ' / t1 - Watney Mann ^ - ^^» . June .. Ato. ', a 
Imperial Tobacco , . i Courage. E ^ ` August 280 . ^77. 
Cavenham Foods Allied Suppliers January T T P 0 - be ae 
. Watney Mann International Distillers & Vintners jJFebruaty fe 0 xe Cu ee fer E 
" Bowater E ot MEET Ralli Interriational — . b "September iio |... Aur. Peis, e E “82>. LL 
Keyser Ullmann Central & District Properties `. April . Porn, Oly ee Wo acd. uuu 
Sedgwick Collins . Price Forbes .: l ) | September 70 
British-American Tobacco International Stores '" November» .;.  ... $5 de ee 2 OS 
Consolidated Goldfields - ‘Amey Group JUNO: «Fu cue UT ums ea "o AA 
.'Burmah Oil Quinton Hazell NU care ne C Uc pl E C 
Ocean Steamship _ William Cory & Son, April .. COE T EC" e ' o. 53. cis 
Keyser Ullmann ` Dalton Barton ` JUNO wee acer ue 9. "e 50 s 
Rank Organisation ^. Butlin's September .. '" .. TM jx 9 x cu 44 en 
Unigate? , . Scot Bowyers November ^... -. .. ithe ris : 42 © pu 
United Drapery `- William Timpson ¿October .. o... ^ ..' t. R 26° 
.Acrow ` The Steel Group April .. CE LAE Oia 26. 
GKN, Firth Cleveland June .. . ius 26 
Sime Darlby , ,» d R. G, Shaw & Ca + January ws, as oe 
Union Corporation ipu? "Bay Hall Trust . 4 JüflB...- Gann tuus 25. A 
Bass Charrington ". ^ ^  ;,-17 Esso Motor Hotels , - December ME 25 ` 
. Watney Mann “Samuel Webster February | .-. ^ .. pa ia 24 
` Lewis & Peat. Guinñess Mahon December .... e Beit A 24 : 
“Dalgety. š Associated British Maltsters. ~ - ‘October 21:3 
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‘More Taxes or More Controls - or 


More of Both? 


B From Our New York Correspondent 


E THs year, the American: sien finds itself. ects 


by the prospect of two instead of merely one awesome 
deadline : in. April. Federal, state and local: tax returns 
must, as usual, be completed in. time for-the mid-April 


Zero hour — this year set for April 16th, out of deference for 
- the. fact that the 15th falls on the sabbath. Then, as a` 
4 special complication added for 1973, there is the expiry 
',.of the Economic Stabilization Act, which provides the 


"authority for Phase Three controls and the policing. 


`- responsibilities thrown by it on accountants and the Internal 
.Reveñue Service (The Accountant, February rsth). l 


It remains an open question whether the voluntary 


.. "controls of Phase Three will be authorized by the i necessary | 
. renewal action in the Congress. Almost as soon asthe phase- . 


change was announced on January 11th, the new pe 


< gramme began to run into trouble.. 


Food prices continued to soar, reaching. an m 


. inflation rate of over 20 per cent and. -causing the chairman, 


of the Federal Reserve System to send shockwaves through- 


-out Ámerica by suggesting that the time might be ripe for 


-a diet of meatless days (and, incidentally, for loosening the 


quotas on Canadian and other cheese imports). The cost: 


-of living, which had been responding to treatment under 


‘Phase Two, Started rising by an annual rate of more than 
5 per cent. | | x 


Wages ^ 


* 
=~ 


On the wages front, the petformance m not been much 
better. After sonie hesitation, the Cost of Living Council 
reaffirmed the Phase Two ceiling of 5$ per cent as the 
absolute maximum for annual wage increases. In the 


, meanwhile, however, an Administration. spokesman . had ' 
given a speech before the Economic Club of Detroit 


‘suggesting that-this maximum would soon be forgotten —. 


thereby eliciting an official White House rejoinder that he, 


-` must have *misspoken". 


"The suspicion rernains that, even: T the Administration 
is serious in its intent to enforce the new ‘voluntary’ 


“Programme, it cannot prevent the appearance of all kinds 
- of inequities among different sections of the population. 
' The compulsory price controls have been reimposed only 


on the 23 largest oil. companies, leaving their. smaller 
competitors free to charge what the market will bear — so 


.. long as they remain within the more flexible guidelines. of ^ 
` the voluntary controis. 


"The anomalies are even more apparent with wage 


controls, with the-large unions leaving no doubt about 


^ their distaste for the 5% per cent ceiling. During 1972, 


" while the controls «were still compulsory, the large col- 


lective settlements Drought: an average increase of 8: 4. 


A 


per cent. This was no doubt.more than non-unionized , 
workers were able to command — but less than the unions 
are likely to expect under the volüntary programme. | 

The Labour-Management Advisory Committee; the 
new body set up to assist in implementing the controls of 
Phase Three, has warned against the dangers of a rigid 
wage standard, which might become a pretext for claiming ` 
increases where none were due. It has stressed that the 
relationship between wage increases and improved pro- 
ductivity must be held steady, if inflation is.to be kept at 
bay. And iz has indicated that no system of controls can 
hope to suzceed, unless monetary and fiscal policies are 
creating the appropriate environment. | | 

While the Federal Reserve System seems determined to 
play its part in this respect; the outlook for fiscal policy 
is fogged by the results of the November election, in which 
the Republican party was strongly supported in the White 
House, but as strongly rejected in the Congress. 

President Nixon's proposed budget for the year July 
1973 to June 1974 shows a laudable degree of fiscal re- 
straint. It slashes bravely-at many cherished social welfare 
plans, and seeks to keep the growth in total federal spending ' 
to 6 per cent as against the increase of almost ro per cent 
in each of the two preceding years. This allows the Ad- 
 ministration to propose no increases in taxes during the 


coming year, and yet to expect to cut in half the phen- 


omenal budzét deficit, estimated at some £10,000 million, 


Tax reform ? 


* 


' Yet this year more than ever, Congress is dianed to 


tighten its hold on the national purse- strings. Bitter 
attacks are being directed at the cuts proposed in order to 
keep next year's spending down to a total equivalent to 
some £110,000 million — and at the accounting legerde- 
main' used in arriving at some. of the specific spending ' 
figures. Talk of tax reform is again being heard in many of 
the most powerful Congressional committees. As in earlier 
years, this is bound to result in higher charges on some tax- 
payers — and more perplexities for all professional advisers. 

The Internal Revenue Service is already feeling the heat 
of this new frenzy of Congressional activity. A Senate 
Appropriations subcommittee, backed up by consumer 


advocates demanding an in-depth investigation, has-called 


upon the Service to show more vigilance in protecting 
taxpayers' rights, and to reduce the need for outside help. 
in filling up tax returns (nearly half of which “were, inb 
year prepared by persons other than the taxpayer). . i 

More complex taxes and a revised inflation control Ere | 


- seem definite possibilities after E year's à ds pead nes 


have been survived, 
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.- Bernard Wardle's Current. 


. Purchasing Power Accounts 


H ERE, in the reprint of the 1972 accounts of Bernard Wardle 


& Co, is the first example of current purchasing power . 


accounting on the prescribed basis. The statement — which 
was the subject of a note under “Current Affairs’ in The Account- 


- opening in the Bernard Wardle report after the usual accounts 
and financial, data. Bo "E 
The figures are there and 'doubtless all readers of them will 


read what they want to read into them. The current purchasing ' 


. power basis, it will be seen, has been taken back (if that is not a 
contradiction in current purchasing power terms) to the 1971 


figures so that comparison can be made, and it is on the subject 


` of comparison that Mr D. A. Boothman, r.c.4., the company's 
chairman, comments in his statement with the accounts. - 
. The main purpose of the inclusion of the statement in the 
report "is to give a comparison between last year's and this 
year's results and financial positions on a common basis and as 
closely as possible in: today's: values”. But Mr Boothman con- 
siders that it would be ill-advised to: draw hasty conclusions 
. from this statement. "n - | 


Comparison 7 
The figures-shown, he admits are informative ‘and will become 
_ more so in the future once this accounting practice becomes 
standard”. When that is achieved shareholders will be enabled 
“to judge in current purchasing power terms the performance 
_ of one company as against the next company’. 
. ‘Comparisons may be odious, but in the stock-market com- 
parisons are everything. Every company bringing its shares to 
the market for the first time is immediately compared in rating 
terms with the rating applied to existing companies in the same 
line of business. An estate developing company, for example, will 
not be brought to the market on a price/earnings rating higher 
than that on existing estate developing company shares. — | i 
Companies are compared with each other and with the sector 
rating, and the biggest próblem the stock-market or an issuing 
house has to face is that of the individualistic company that 
cannot be compared with anything already on the market. 
The stock questions of “Who is your logical competitor?' and 
“Isn't the rating generous (or ungenerous) against the sector?” 
cannot be asked and everything falls flat. "^ 
Bernard Wardle has started the current purchasing power ball 
rolling. Some company had to do that, but the ball will not mean 
anything- in investment, or even in industrial terms, until 
competitive companies do the same thing... ^" 
Wide field | 
Bernard Wardle's business is in fields associated” with the 
plastics industry”, and that is a pretty wide field. It covers 
Bernard Wardle (Everflex) which makes coated fabrics with a 


PVC or polyurethané coating going into furniture upholstery, 
car seating, roof.topping, footwear, luggage, clothing, and 


` 


sheeting; Duraplex Industries concerned with the calendering : 


and extrusion of rigid and flexible PVC sheet and film; Hispeed 
Plastics concerned with blow, foam and injection moulding, 


- 


oy 2f 


- 


rotation casting and vacuum forming of plastics, and V.P.T. 
Ltd concerned with machines for die-sinking, grinding, heat 
treatment, jig boring, milling, shaping and planing, -spark 


. 


e ! : , erosion and turning processes. 
ant, last week — is provided, in the original, over a double-page  : 


Now if any smart investment analyst or company accountant 
can find a company that matches Bernard Wardle in terms of its 
coverage of ‘fields: associated with the plastics industry’, then 
it will be possible to compare the performance of that company 
against that of Bernard Wardle in terms of ‘CPP accounting. . 


Granted anyone can compare Bernard Wardle performance | 


against the current purchasing power of its earnings, but the >. 


necessary. thing in terms of investment or performance within . 
the industry is to compare the performance with that of similar - 
companies. In isolation the Bernard Wardle figures merely , 


confirm what we all really know and what the Bernard Wardle 


4 


board and management already knew. -The real questionis : 


whether competitive companies know or.knew it so well, 
Acquisitions | , 
In the year under review, the Bernard Wardle group 


benefited i 


"~ 


ri 
' 


from more stable conditions in the motor industry and from the, : 
- “decided boom’ in furniture sales. Mr Boothman reports that 


the search for possible acquisitions will continue ‘in. every field 


of activity which could be beneficial to our group’. The strong : 
liquid position is helpful in that respect. The V.P. T. company : 
. is new to the group during the current year having been bought 


for £170,000 cash as from.January 2nd. ~, 


E 


So far this year each of the manufacturing companies has 
achieved turnover figures well ahead of last year, and another 


. year of progress and prosperity is anticipated. Naturally, Mr 
.Boothman finds definite prediction difficult ‘in the light of all 
. the industrial relations difficulties and the countless changes. 
brought about by freezes, value added tax, financial and.’ 
: political influences’ since the ‘true effects of any one of these is 
difficult enough to quantify individually; far less the combined: 


effects or the cross effects of one against another". a 
And within that equation of unknown quantities there comes 
the factor of CPP accounting and the questión of whether the 
group can do anything more about the erosion of the real 
worth of earnings and retentions than it is already doing. The 


figures highlight the problem: They do not necessarily offer a 


- 


solution. . 
Assets rather than Earnings | 
ANSOMES SIMS & JEFFERIES’ £1 shares stand on the 


- 
A 


stock-market ar near enough £2 a time, although the com-. . 


pany's record of recent years has not exactly been a growth one. 
1972 net earnings of £570,000 were the lowest since 1967 and 


the company has been very much in the throes of reorganization - 


which has involved the redevelopment of surplus land. The 
1972 dividend is 5-6p a share. , : SML E 
- The shares reflect assets rather than earnings, and Sir Peter 
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^ Greene; thé EUN Says in ere review: - "Diesen and . 
| .. prospective. property interests are clearly reflected int the stock- ` 
2 market's valuation cf the company's shares and it-is therefore: 
` appropriate. that these should be commented" pon at the 
, commencement. of:my statement.’ 
At Stanton, near Bury. St Edmunds, a subsidiaty company... 
is'carrying out a development cf 87 houses, and at Nacton Road,, 
* Ipswich, a 130-acre site is being developed. by: another sub- . 
+, sidiary, Ransomes Property Developments. Tangible activity - 
E “should take place during the next 12 months on each of the: 
e LM but centributior. to. profits will not be significant. - 
~ before 1974.05 | 
Freehold land and buildings stand i in the accounts at. gross 
Lago Todo, mainly’ on the basis of a revaluation as at January - 
mats 1972 -the net Book. Spare being 43,189,000, p 
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Fisons' Preliminary. Figures EE A 


*ONCENTRATION of.c commentary on the preliminary * 
figures rather. than.the full report and accounts is. clearly 
sia to attract favour. In stock-market terms the pre-" 
‘liminary figures make the initial impact and it is then that any < 
^ necessary explanaticns and comments from the company '$ 
. board need to.be made. . 
` -e Share prices move on the preliminary: announcenient, and 
m can move wrongly unless figures are adequately presented with ^, 
i ' adequate ,comment. Companies that indulge in press. con- - 
“ferences: on the subject’ of a year's results are now. gradually |. 
s tending towards holding those conferences at the time of the 
e nee figures rather than at the presentation of the full- 
'« accounts by which time the stock- market, in Po d 
,': looking ahead rather than back. 
. s A result of this. preliminary figure concentration is. to zie i 
“sy. athe. preliminary - ‘announcement a far. more detailed matter. 
^ Fisóns' récent announcement, for example, covered five foolscap ` 
: ` -pagés — the final page, incidentally, providing results from 
turnover down to earnings per sharé and the presentation of : 
< profits in terms of ‘Activity’ in three currencies: US dollars, ` 
German marks and French francs, | — 
` There were many other features of the Fisons’ preliminary : 
"statement that.the vast majority of ¡companies would (if. they ` 
 neluded: them at.all) place in the, full report and accounts. . 
"Thé breakdown of turnover and profits as well a$ R & D ex- ` 
;,penditure showri'in the table below is an example: — "n 


4 
z~ 
, . 


48 
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e 


“the, occasion. of ‘its.’ preliminary announcement; such is the ' 
s ue -generosity of the'infcrmation. provided that such a conference 
:3-3s probably considered superfluoús. Indeed, ‘it might also be . 
i / argued that most such conferences aré, unless there is some-. 
- thing crucial that needs to be said or explained. E 
.. But. the trend towards concentration on adas is 
E ‘certainly. growing ani there is an: increasing onus on com-~ 
^, ,panies to make the preliminary statement informative. This ^ 
^ does;not, of course, 'havé to qe at the expense of information. 
pu in the annual x 
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Fisons is nota, company that holds a press. conference on- 


.Christmas sezson under its belt, 
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Provident’ S ; Goodwill vor Tal 


- 


'OODWILL is being written out of The provident Clothing 

'& Suprly Comipany's balance sheet. The Provident ‘check’ 5 
company' acded a new dimension to its.activities last’ year by ' 
bringing into operation The. People’s ‘Bank. ‘The. bank received - 
; section 123 banking status last April and. moves were made to 


-accommodate the anticipated large volume. of business; A July 
‘rights issue raised f9:5 million, outstanding: loan stocks of £4 


million wer=" repaid and the company. was, thereby : released 


from the restrictive, covenants the-stocks imposed. As’ a-result, - 


the permitted borrowing ratio was raised from 5 to 7 times capital. 
and reserves. Currently that’ means; a borrowing. capacity of . 
over £140 million compared with only £45. million at the end 
of 1971. Whilst dealing with the-capital base the opportunity: 
was taken tc write off out of retained profits the goodwill. item: 


‘which, as Mr Richard Davenport, F.C.a.; the chairman com- 
' ments, 


y £35952,388’. 


'stocd in the balánce : ‘sheet. at the ` odd Hene of $ 


Mr Davenport says in- his statement. to dilo: “The' 


value of gocdwill must necessarily fluctuate with the fortunes 
of any company and is probably better reflected in the share 


* price than br some:static balance sheet figure.’ — .. r seta. 
In the past ten years Provident's turnover has risén from: 


. £42:29 million to £154:32 million, profits from £1+53 «million. 


‘to £695 milion, amounts due from’ customers from Lin Or 
million’ to £127 65 million and deferred: revenue from £2:43 
million to £26-39 million; "Turnoyer rose some 54 Dd pe at 
yer and. LE 50 per cént. | Mes 
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. & L. RANDALL is a company: now principally. Re x 
a Merit’ toys and: games, ‘but the company also operates an 
| equity investment portfolio and has J. & L. Randall (Property) as ` 
a property. subsidiary. Property and' investment income figurés 
firmly in the Randall accounts; On sales of £1,462;396 thiere was 
trading profi- as high as £520,001, to whichis added; ‘ünder 
‘Other incone’,. rents received £161,987; franked income 
l £67,600 and-interest. received £ 52,411, to, provide total pre-tax 
profit of £ 804,999. - : 
Investmen- income, dtis s explained, would. have béen higher’ 
but for deferred dividend payments for tax réasons. The cost : 


" of the equity portfolio at September 3oth, 1972, was f/1 1326; 823 


against a ma-ket value of: £1,970,608, compared with “a ‘1971 . 
cost of £1,08:,833.and a value of £1,404,971. But at the time the 
chairman wrote ‘his report in. March, the market value, i in the. 


chairman's words, had “increásed to £1,607,872* — an increase 


on Septembe=: 1971 but a’ decrease.on: September. 1972. :' : 
"Rental inccme at £161,987 stood against the previous year's * 
£107,025. Tke chairman states that with the general uptürn in 


"the economy and entry into. the ‘EEC; prospects for“ letting. 


three vacant floors eU. Cranbotrie House: are expected to ' 
improve. 


On the trading Ed the company already has a good 1972, 
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a a ` Thé turnover and contribution to group ‘profit after R.& D by the various activ- ties, including. the results of associated companies, l 


: is as follows: . Re : E : 
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E year We = pay homage, as a. nation, to. the dead of. all 
three Services. ` P 
“And every year we forget the thousands who live on — after. DE established 1677 
"a fashion: .. , 
. For the dead arid maimed. are not the only ales A I | mur p Wege 
“too many Soldiers, Sailors and ` Aitmen suffer mental | - ' auctioneers CN E S PI 
breakdown through Over-exposute to death and: violence... |2: LAM EST x | 
>We help them in their own homes-and in, hospital, these. . and 

" men and women who have tried to give more, much more, | -- valuers 
^ than they could. We run Our own Convalescent Home:.: | 
, For some, we provide work: in a sheliered-industry so that" 

- they can live: without charity. And we provide a Veterans’ » 
'Home where they cari. see out their days in peace. Bu NC 5 
« Money alore:can't pay our debt. But it can go.a long way" 

, Please help" us, and „please tell. your clients about us, too: 





industrial: 
. properties, . i 
plantand |. 
machinery Uo 
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ptos: give | as much as you can.” El 


eX SERVICES 45; GRESHAM STREET, LONDON, E. Ca 


. Telephone Telegrams” 
01-606 3422 2 (10 ines) “SITES, LONDON, E.C.2. 






37 Thurloe Street, London: SWI2L. 01-584 3688. ee MC O A e a e a C 
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IN PRACTICE CFCA FOMA, FOL. E 5 E 


inedit many. Books, five Been? written OW. MES nu H PRICE: £3 NET. 


Management Accounting, there ‘still. remains a néed:. EET 15 INCLUDING x JE 


for a PRACTICAL work on the subject which wil P Hel In M 











i nevertheless make the: principles- of: Management: ' Ue n Hp POSTAGE/PACKING J x 
E Accoünting quite clear. It is believed that this book - | VAT 2 i | 
- should help the student. and. the. Accountant: in. E. Vw E E ON K) , 

|| both. aspects. E 3 a a o Loree po E -34 OVERSEAS ` E 


GEE & CO (Publishers) Limited. n 
- 181 Strand, London WC2R1JJ > 


_ Publishers of The Accountant | "1 Telephone: 01-836 0832 EET x M 
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Many S ündseds of accountants have found the right job 

. througa this useful service. Our information centre (near 

Moorgate Station) provides details on' jobs, prospects and 

client 3rms. Consultants are always available to discuss ` 
your es and to pfer expert advice. 





“|. °° |. LAW STATIONERS 


LAW STATIONERS - FREE LISTS OF VACANCIES 


COMPANY AG ENTS_ ae E vue de ou o will be- posted to you or you can drop i in and - without any 


PERS d. k . | form-ti ling — study the classified registers. Ovér 500 vacancies 
E @ | Draft Memorandum and Arrels: ooo oH] in the JLK and overseas P you the moct choice. Ring 
2 _| supplied by return of post —  .. >. SOT DEVEDE IRU ce a e que 
? € Company Seals and Books ^. | - “| Al Public Practice: L Kelleher, 0 628 4350 NÉ 
A ore zhan ofessional firms utilize our services in 
“o, e. N otepap er, B ills; etc., pr. inted, p engagement of all grades: of staff from -Articled- Clerks 
: - Rubber Stamps - "DC ye 77^ 7 Lu Pto Parmers. salaries:-U. K. — up to £5 ,000; Overseas- up to 
| , .9 || A/'office requisites > a £10,003; | 
* ; S ` Commerce and cias R. Thornhill, 01-628 8860. 
E diia Ys MADE CO M ión ‘ . Vacancies cover the whole range from Trainee to Financial 


$c _ Director, Salaries: up to £7,000+. 
| . Tempocary Staff: M. Farrer, 01- 628: 0391. 


$ PM PE , E Terms are better than is usual for temporary assignments. 
inclusive ^ ED 
. E . EMPLOYERS: Our register of candidates lists hundreds of 
> : Z accourtants we have interviewed in depth, and perhaps one 





of then is the man you seek. To find out ring me now. ànd 
l ; i P. cit I shall let Te know within the hour. . 

HM Nur PES R. Thornhill, 01-628 8869 

A d 38/40 FEATHERSTONE STREET MER 


i petens . ||. RICHARD OWEN ASSOCIATES 











01 —253 2977] 8/ 9 and Telex 262687 © S uS M z + -. Box 23,47 Finsbury Court | 
3 | 01-251 uds (7 a cd QUA NN — ".  - Finsbury Pavement, London EC2A 1HT 
\ za : | 
I i f s ys un : oos a . : .- ; E oy ES "Lo " I 
y NE: z . E ^ zm x = & ^ i + i 
SUBSCRIPTION ORDER FORM | 7 n3 ecd A 
e f A | | RT : j E i 
- , Please send“ Aeon each week until aves notice, commencing witk the issue — - 7 Students’ Concessional 
ae n exe n ME M: d mu Subscription: .  '.. 
dated... A UTE ET E A RE g : 8 l | 
hou T ' RUM T ME" "^ | Date Studentship registered: 
Name.......... 5... esee: MER AS, IA A A II LT E s GU NLIADA T 
s .Address................ t —— —— —— —M——————Á—— ee GEM S Eo PERS oie as, 
» j $ , 3 
 Counter-signature fcr student's subscription... CÓ Qr e : Expiring: 
Ic ce. . ' 7 (Principal, "head of departme3t, or fuor) - s 
Remittance enclosed B P l "EUN Date.. adu Pus cd ace SO rie seid da abun dentes 
" Rates: £20 for two years; £10-50 for one year; £5 35 half-year. . PE m i O i Professional body: 
. Airmail edition £14-25 for one year; £7-25 halt-year. EN | | l i 
Students concessional rate £6 per year. "3 l bre. xs 
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"ORECASTS. ‘of “over heating” in he. ¿zoñomy. are. iat boards’ a management consider- that anneal considera- À 
circulating, even before some sectors of industry even admit. - tions count more than keeping the,peace. The Association's 


`` that they are getting warm. But the forecasts are an indication. 
_ of the pulls and pushes now being: exerted on the economy. and, 


asa result; on the- stock-market. - z ae 


"There are people prepared to-take a strongly bullish view on 
“the grounds that a. period of impressive growth lies ahédd. 

. through the opportunities of the Common Market — provided ^ 

_ Phase Two works ‘and provided Phase. Three works as well: 
: Basically, that. means there is a period of inipressive growth” 


‘recommended rate’ of interest is not being accepted 2 as. dutifully 
-as it has been in the past. It may have outlived its usefulness, 
‘some.'say.. The “Association’s Chairman, Sir Stanley Morton, ` 
- considers that rates will have to be changed n more frequently i in. 
the future. En eae 
er a T ae E 

[NVESTMENT consultants and managers now y have to cover 
much more than mere stock-market. investment. The April * 


` ‘ " 
T. ` 


ahead if the Government can: afford- the political consequences issue of Money Matters, the financial newsheet of Sausmarez ' 
of a policy both of growing the econoriy out of inflation and of Carey. & Harris, draws attention’ to the opportunities and the - 


. holding firmly to Phase Two regulations. By a 


Es 


The bullish view of the economy and of the equity market is - 


^ that present policies will work and that the great growth period | 


will be reached and enjoyed. The bearish view does not deny ` . Bordeaux: costing fra bottle in 1949 would now,be priced: 


that there is a great growth period for thé taking, but considers: 
`, that the opportunity to take it will be missed because Phase Two 
. will not succeed and Phase Three will fall foul of the General. 
-Electión time-table.. 


` pitfalls ahead for ‘the well-heeled investor who fancies an in- | 
-vestment in wine’. A.five-to-ten-year view needs to be taken:at ` 
‘least, but values on a long-range basis rise. A 1945 First Growth 


around £25, and a 1955 wine at £r 5o would: now be worth .- 
12 15 a bottle.. | E 

The aúvice is to go.to a “reputable wine. merchant and not to 
. Bordeaux ‘direct; but Money Matters. sees an even better 


' The bearish view still looks fud U-türn i in credit and money investment than Bordeaux. Vintage ports are considered *under- 


. 
ea 
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OTE E hetween: Government and’ ‘building. societies 


is an example of the Government falling foul of the conse- . 


- quences of its own policies. Having. pushed interest rates higher ` 
“as a-deliberate policy, the'Goverr:merit is trying to find ways and ` 


.means of keepirig mortgage rates down. A by-product of this: 


E: ic m isthe placing of. considerable strain on the Building : 
Societies Association. l nus 
The Association's Council, be Sitetapeedi to d the stálés-- 

"+ manlike thing, has inevitably i de those Societies Whose * 
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Treasury Bills Ec E : 
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“policy in a late summer ‘Budget’ that a combination of datos . valued’ and there are signs that American and Japariese i investors `, 
. inflation. ind: economic: overheating ‘will have enforced. ^ ^. 


may be interested in the market soon.. To get close to the “well- -* . 
- heeled investor’, Sausmarez Carey & Harris, based in the City, ` ` 
are from ‘next Moádey, o a West. End Office at Loe 
Oxford Street. Duc ue E 
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HE Finance House “Base Rate. is “this month' taised to a 

record ix per cent — the fifth consecutive monthly increase. ` 
The. rate reflects past trends and does not foretell. future- 
" movements.. All the same, it is possible that ina month's time . 
, the Fináncé House rate. will be raised yet again. ‘Interbank | 
rates which oman, in’ ‘March a are. expected to rise this month. 
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"WoO: -cases affecting different — E group pia 


were recently considered by VAT tribunals. In the first of 
“these; the tribunal held that all dealings with a group of com- 
panies should -be undertaken through the ‘ representative mem- 


ber! as constituted by section.21 of the, Finance Act 1972, and - 


. that individual members of a group had no locus standi as appel- 
Jants. The- wider issue arose, it was said, as tO whether ány 
member of thé public had any right of appeal against | a decision 
that was not addressed to him; the tribunal could not: accept 
“bat the Finance Act 1972 was intended for: 'any such purpose, 
. and thé only person with any locus i ied was the addressee E 
"tke; decision complainéd of. * 


declined-on the grounds that the requirements of section 21 (3) 


ticular, the Commissioners of Customs and Excise alleged that 
“gue body corporate in this case did not control the others, nor 
„were the persons who did control the companies carrying on 
“business i in. partnership. d 


The application coricerned three companies, the shares in : 
‘which were held by two individuals, G and T', and members of.: 


. t»eir families, each family altogether holding the same number 
cf shares in each company. None of the companies was a'member 


cf any: of the others (so that the relationship of. holding. and . 


7 subsidiary company as defined in the. Companies Act 1948 did 


"4 


t 


+ not arise); no cne person. had a majority of the.issued capital 


cf any of the companies, hor was it suggested that añy in- 
* dividual controlled the composition of any company’s board of. 
-directors. It was at one stage suggested, for the appellant. 


;companies, thaz the business relationship between .G and T, 
"the two major sbáreholders, amounted to, a partnership; but 


there was no evidence of any partnership agreement, nor had the 
_ concept: of partnership. been. “mentioned before the present 
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c. of Customs and Excise had argued that these binders con- 
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* While it was conceded, fo the Goan of Customs and 
"Excise, that. group registration would be more convenient for * 
* all concerned and that no question of protection of the revenue ' 
arose, the Commissioners had no power to treat the companies : 
^! asx group until such time as their affairs were go. arranged as to 


fall within section 21 (3).- i 


Davis Advertising Service Ltd and others.v: Customs ad Excise 
(Tribunal reference MAN/73/1); E. du Vergier & Co Ltd v. 
* Customs and Excise (Tribunal reference PNS 12). 
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“Books or Stationery? esr X 


. OOSE- LEAF binders prepared: and overptinted to.the re: ` 
quirements of a particular | customer are part of a ‘book’ for - 


VAT purposes and entitled to zero-rating. The Commissioners 


stituted ‘stationery’ and should bear the tax.. 


W Ltd; as part of their business, manufáctured.and supplied 


~ specially designed and purpose;printed ring.binders. ‘These.were 
' supplied, with contents on some occasions, though the more 


usual practice was to supply the binders empty and for the. 


, customer to insert the contents for which the binders were 


designed: m the particular case before the tribunal, the binder 
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was s designed to a customer” S specification to form. part of their 
workshop manual. E 
The tribunal found that the contents of the manual doses | 


with the binder constituted a ‘book’, and that the.binder was 
supplied .as -part. of this specific’ book. In the absence of 
authority to the contrary, the greater should «include the less, 
so that the entirety of specified* goods” should include any 
component: part theréof. Neither the statutory definition of a 
book” in the Copyright: Act 1842, nor. the Oxford English 
Dictionary definition was of material assistance in this context. 


A. E. Walker Ltd v: Customs and TE die reference. 


| LON/72i:). - 


In the.second case, application for group: registration Was _ 
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Definition of ‘Vehicle’ . ^ 04 
"HE Llandudno- cable lift is not entitled to. -pero-rating, a 


tribunal ruled recently. Mr Tony Bagshaw, managing direc- : 
tor of the operating company, had claimed that the whole of the . 


lift apparatus constituted, “for- VAT purposes, a ‘vehicle’ 


designed to carry more than - 12 persons, and was therefore 
entitled to zero-rating. . : ' T 


Dismissing Mr Ba ha s ns the bona bud that the. 


lift was not a single ‘vehicle’, but. a ‘mechanized System. for 


carrying vehicles”. Each individual cabin was a separate vehicle, ' 
and these.cabins seated four persons only. The lift. system was ` 


Llandudno Cabinlift Co Ltd v. COUR and Excise (Triburial ; 


| reference PRERE p 


New Window Frames Not ‘Alteration’ 


UPPLIES ‘in-the course of the construction, alteration or. 
demolition of any ‘building’ are in general zero-rated by: 


virtue of Schedule 4 of the Finance Act 1972. In three tepre- - 


sentative. cases before a, VAT tribunal, A Ltd unsuccessfully ` 
contended- that the removal of timber-framed' windows, and | 


* their replacement by new aluminium-framed windows, custom ` 
- made-to the- -particular sizes required, constituted, ‘alteration’ 
of a building so as to ‘qualify for zero-rating. .. = 


In reaching their decision, the tribunal attached, significance. 
to the word “alteratión' in the context’ of ‘coristriiction, altera- 


tion or demolition'. Applying the rule of ejusdem”, generis, they . 


construed the word às meaning ‘structural alterations’; in other... 


‘words, to qualify for, zero-rating: ‘there would -have to be an. 


actual alteration to the building. | ^. 

. The tribunal also considered. the judgment af Vaughan 
Williams, LJ, in Bickmore v. Dimmer ((1903).1 Ch. 158), in 
the course of which his lordship said: ‘I feel very strongly that 


‘it would really be impossible to hold that every addition to the 
. premises, whether it does or does not alter the form or structure’ 


of the premises, is within the meaning of the word “alteration”. 
. In my opinion, the words “alteration to the said premises" 


apply only to alterations which none affect the form or struc- 


ture of the premises." 
It was announced in the c course of the. hearing. that d appel- 
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therefore liable to VAT at-the standard. rate. ^ - 
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lant company and the Commissioners of Customs and Excise 
had been able to reach agreement on certain other classes of 
work as being within the concept of ‘alterations’ so as to qualify 
for zero-rating. These included double glazing; replacement of 
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of patio doors. 


windows by others involving larger apertures; and installation 


Allied Windows (South Wales) Ltd v. Customs and Excise 
(Tribunal reference BIR/72/1). 


Whither Credit Management? 


Institute of Credit Management Annual Conference E 


S a professional body, the Institute of 

Credit Management has been im- 
pelled to think progressively about its 
future. Speaking at the Institute's recent 
annual conference in London, Mr W. V. 
Adams, F.I.C.M., F.LEX., its vice-chairman, 
suggested that the very name of the 
Institute was a misnomer, as it gave 
the impression of dealing only with the 
collection of doubtful debts. 

‘Look at any balance sheet’, said Mr 
Adams; ‘next to us, banks are the biggest 
lenders of money; they lend to finance 
stage one of working capital and we lend 
it on’. This was a far cry from the 
concept of debt collection, ‘picking up 
what had been left after the marketing 
coach had been driven through’. In his 
opinion, a credit controller should be 
capable of sitting in on planning and 
marketing meetings; indeed, anywhere 
where the credit operation was for the 
general well-being of the company. 


Extended functions 


Mr Adams pleaded that the name of the 
Institute should be changed to 'Associ- 
ation of Credit’, or “The Credit Associ- 
ation’, and the criterion of membership 
that the applicant was engaged in some 
field connected with the operation of 
lending or borrowing money at whatever 
level. He asked for a graduate form of 
membership within the framework of the 
association for those people who wanted 
to take a diploma in this specialized sector 
of finance, but without deterring 
inexperienced, but keen, people from 

. joining such an association. ‘These were 
the people that he considered should be 
helped most. 

This concept of opening the door to 
anyone and everyone engaged in the field 
of credit was in line with the practice 
currently developing in European coun- 
tries, particularly France and Switzerland, 
and with the existing association of credit 
men in the United States of America. 
Most credit managers in the USA had 
qualified as accountants, economists or 
marketing managers, and thus practically 


everyone engaged in the field of credit 
was eligible for membership, provided 
they were men of integrity and knowl- 
edge. Although there were study courses in 
credit control and management there was 
no “sacred cow” of admission by examina- 
tion; the prime intention was to encourage 
members to become more proficient. 

As evidence of the effectiveness of this 
policy, Mr Adams referred to the Ameri- 
can publication Credit and Financial 
Management which recently published 
the results of a competition wherein 
participants from any vocation were 
asked to forecast the wholesale price and 
what the growth rate would be of a 
national product twelve months hence. 
The winning entries were from credit 
controllers! 


Continental practice 


The conference commenced with an 
introductory talk from the Institute's 
President, Mr K. R. Cork, F.C.A., F.I.C.M., 
and the first speaker was Mr G. E. 
Grandjean, M.A., PH.D., F.I.C.M., Euro- 
pean Credit Adviser, DuPont de Nemours 
International SA. In his view, credit 
management in the Common Market 
(with the exception of France) was not 
an organized profession as it was in the 
USA and Great Britain. There were 
friendly small group meetings in Belgium, 
Spain and Germany, but the actual 
mechanics of credit management were 
somewhat loosely controlled. For example 
there were no standard terms as “30 days 
net end of month” as in the UK, and “end 
of month’ terms were exceptional; 60 to 
go days from date of invoice were the 
most frequent terms in Europe. 

Draft terms were more easily accepted 
than in the UK, continued Mr Grandjean, 
especially in international transactions. 
The most difficult problem was the 
quality and quantity of information on 
customers; when this came through trade 
agencies and banks it was often found 
unreliable and inadequate. 

Mr C. Fitch, M.A., LL.B., F.C.LS., a 
partner in Rowe and Pitman, stock- 


brokers, spoke appropriately on 'Stock 
Exchange assessment of quoted com- 
panies”. It was now taken for granted, he 
said, that before the shares of a company 
were offered for sale to the public, and a 
quotation obtained, that the company had 
undergone a rigorous examination, not 
only for its sponsors that is to say, 
merchant bank, stockbrokers, accountants 
and lawyers — but also for the Quotations 
Department of the Stock Exchange. 


Control of issues 


Mr Fitch gave the history of the earlier 


public flotations that took place in the 
second half of the seventeenth century; 
it was hardly surprising that most of the 
original companies seeking finds from a 
gullible public by issue of shares came to 
a disastrous end. Indeed, prior to 1920 
the control of new issues was not con- 


sidered to be a function of the Stock. 


Exchange at all. This was because the 
whole conception of quotations — the 
modern word is listings — was utterly 


different from that of today. From the ; 


beginning of the Stock Exchange - i.e., 
1800 — until after the First World War, 
the important thing about a security 


from the Stock Exchange point of view - 


was not its “quality” but whether or not 


it was freely transferable. Those, in fact, E 


were still days of caveat emptor as far as 
the Exchange was concerned. 


Amendments to the quotation rules 
and considerable remodelling in 1930 
(after the 1928 boom and subsequent 


slump) made the Stock Exchange re- 
quirements more stringent in many 


instances than those in the Companies - 


Acts — a fact which was given due 
prominence in the Cohen Committee's 
report on company law amendment. 
Since 1947, the requirements both of the 
Quotations Department and of company 


law had become even more strict, leading 
to a standard of disclosure in prospectuses - 
in this country which was far higher than 


elsewhere in Europe and is second only 
to that of the New York and American 
Stock Exchange. 
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COMPUTER COMMENTARY 
——— SÉ 


Are You Going to Datafair? 


ATAFAIR 73, which takes place at 
Nottingham University next Tues- 
day, Wednesday and Thursday, is the 
meeting place for British computer 
people. It is where users meet manufac- 
turers and each other to discuss progress 
in every aspect of computing. The real 
core of Datafair is the British Computer 
Society's symposium of papers to which 
have been added the industry programme, 
including presentations and an exhibition. 
As such, Datafair is primarily of in- 
terest to data-processing protessionals. 
Nevertheless, there are some aspects of 
the fair which are of interest to account- 
ants, particularly those who are involved 
with computer-based systems. Business 
is a large user of computers and account- 
ing is a large part of the business use of 
computers. 

T'wo classes of ticket are available. 
Class A entitles the holder to attend the 
BCS Symposium, the industry presenta- 
tions and the exhibition: it costs £50 for 
non-members of the British Computer 
Society. A Class B ticket, which excludes 
entry to BCS symposium sessions, costs 
£5. Whether it is worth while buying a 
Class A ticket depends on how closely 
one is involved with data processing. An 
accountant who is also in charge of the 
data-processing operation in his organiza- 





Large business-orientated systems with remote data 


ments are a trend which will accelerate in th 
one such system announced last year. 


tion, for instance, may well find this 
worth while. 

On the other hand, an accountant who 
is by his job definition a user of data- 
processing services may find sufficient 
information for his purpose in the in- 
dustry presentations and exhibition. 


Symposium papers 


Something like a third of the symposium 
papers are of possible interest to any 
accountant who is involved with the set- 
ting up and running of a data-processing 
operation. About a third more are con- 
cerned with successful applications in 
various kinds of business activity. One 
group of papers deals with management 
problems. Titles include: “People just 
aren't ready for computing technology”; 
‘Do executive EDP courses pay their 
way?’; “A proposed technique for the 
determination of return on investment 
from management level courses in data 
processing”; “Management problems as- 
sociated with the introduction of com- 
puters to small businesses’; ‘Forecasting 
what your business system will do.’ 
Several sessions, too, will be devoted 
to the question of privacy of computer- 
held information. This subject is likely 
to be of interest since much of the con- 


entry which can be placed in user depart- 


e immediate future. The Dec Datasystem 700 is 
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troversy concerns financial information 
about individuals and companies which 
arises as the result of credit control 
procedures. 

Also, any of the papers concerned 
with productivity could be of interest to 
accountants who have to control the data- 
processing budget within their organiza- 
tions, a subject which is itself closely 
linked with staffing problems. 

Since, in all, some go subjects are 
covered, it is impossible to detail all 
those sessions which may be of possible 
interest. A fully detailed catalogue of the 
symposium can be obtained from the 
British Computer Society, 29 Portland 
Place, London Wr. As many of the ses- 
sions take place simultaneously, this is a 
necessary preliminary for anyone wishing 
to attend those sessions which are most 
relevant to his own problems. 

In addition there are a number of 
discussion sessions. Those of most in- 
terest to business users of computers are: 
‘Computing in the City’ covering the 
Stock Exchange, banking and usage by 
HM Customs and Excise, and ‘Making 
optical input pay’, which is topical now 
that optical character recognition and 
optical mark recognition are being more 
widely considered by users as an eco- 
nomical alternative method of data input. 


Industry presentations and 
exhibition 

From the wide range of equipment which 
will be demonstrated it is difficult to 
pick out individual items which may be of 
particular interest to accountants. As- 
suming that those who make the journey 
to Nottingham with Class B entry tickets 
will be users of data-processing services, 
two trends are worth looking out for. One 
is the introduction over the past two years 
or so of equipment designed to capture 
data at source. 

This development could have a far- 
reaching effect on the way book-keeping 
departments are organized. In many 
organizations the book-keeping function 
of such departments as sales, purchasing 
and payroll has changed radically in 
recent years. These departments have, 
in effect, become data preparation de- 
partments within their specialized func- 
tions. With the equipment now available 
this trend will accelerate as more and 
more users realize that the most efficient 
way to capture data is as a by-product of 
an essential document preparation system. 

This is closely allied to the develop- 
ment of direct entry or office computers. 
These machines in their most highly 
developed form can now function as 
complete accounting systems for even 
quite large organizations. Many of these 
systems are designed on the modular 
principle so that a new user can start 
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Optical character recognition provides an economical means of entering data. The keyboard 
is used to enter data rejected by the reader. This is the Crosfield 7000 data preparation system. 


with a small system to handle one prob- 
lem —say invoicing — and build up to a 
complete accounting system. 

In other words we are not far off the 
day when we have dedicated electronic 
accounting systems designed to handle all 
the accounting functions necessary for 
the running of a business which are 
separate from general purpose computers. 
In fact, for all but the very large organiza- 
tion this day has arrived. Accountants 
and their boards of directors in commerce 
and industry would do well to start 
thinking in terms of computer-based 
direct entry accounting systems, with the 
other computerized functions hived off 
on to a completely separate system. 

Visitors to Datafair who are prepared 
to look objectively at the equipment now 
available will see that there is at least a 
valid argument in favour of this approach 
being more economical than the use of 
mainframe (general purpose) computers 
for accounting functions. It is, at least, 
one aspect of using data processing for 
accounting which has not yet received 
sufficient attention. After all, the original 
digital computer was a scientific tool 
designed to simulate the trajectory of a 
shell. All general purpose digital com- 
puters have developed from this type of 
machine. Book-keeping calls for only 
simple mathematics coupled to extensive 
record searching. 


A prediction 


Some years ago a man who was involved 
with explaining computers to business- 
men predicted : “In the future we will have 
direct entry systems capable of handling 
all accounting procedures without the 
need to employ specialist staff. These will 


be supplemented by bureau services 
which will perform any other functions 
a commercial or industrial organization 
requires. Technical and scientific prob- 
lems will be solved by plugging in to the 
appropriate bureau service, as will a 
variety of other problems. If necessary, 
data will be transferred automatically 
from the in-house accounting system to 
the bureau system appropriate to the 
particular problem.” 

We have not quite reached that stage 
yet. But in the present stage of de- 
velopment, the small to medium-sized 
company may soon achieve it. Visitors 
to Datafair 73 will be able to see how. 


New OCR Readers 


POTTER DATA PRODUCTS is to market the 
Scan-Optics 20/20 and 20/10 ranges of 
optical character readers in the UK. 
These models have been in successful 
operation for over two years in the USA, 
where 26 systems have been installed. 
The Scan-Optics 20/20 is a versatile 
optical character reader capable of hand- 
ling both pages and documents and 
operates off-line as a ‘stand alone” sys- 
tem. Hence it does not tie up expensive 
time on the mainframe computer. 
Included in the basic system are a 
combined page/document reader, control 
computer, magnetic tape drive, and input/ 
output console. The documents handled 
are from 41 in. by 3 in. up tog in. by 14 
in., and it is said to process a wide range 
of paper thicknesses and weights. 
Selling price for the basic system is 
£ 114,164. The smaller 20/10 which sells 
for £66,231 handles documents from 
3 in. by 21 in. up to 6 in. by 9 in. and has 
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the same characteristics as the larger 
model. The selling prices match those of 
the IBM 1288 and 1287 machines, but 
the performance of the Scan-Optics 
equipment is claimed to be demonstrably 
superior. 


Computer Booklets 


IN the OCR field, a 24-page booklet 
has been published jointly by Data Re- 
cognition and Kendrick and Jefferson. 
The former are designers and manufac- 
turers of OMR equipment, while the 
latter are specialist printers. The booklet 
contains a number of brief case histories, 
including de-centralized sales ordering, 
payroll amendment, stock movement re- 
cording, goods received monitoring, shop 
floor data collection, etc. 

OMR (optical mark recognition) has 
advantages over optical character reading 
in situations where origimal documents 
are produced under difficult conditions 
as it is the position of the marks which 
gives the value which is read by the 
equipment. Hence, provided the mark is 
in the correct position, it does not have 
to be as accurately made as a character. 
which has to conform to a standard out- 
line, or nearly so, to be correctly read. 

Philips Electrologica have introduced a 
guide to EDP called the Fundamentals of 
Office Computers. It is written for man- 
agers who want to find out about elec- 
tronic data processing, operators of office 
computers or student programmers. ‘The 
book assumes no previous knowledge and 
provides a background appropriate to 
any office computer system. Written as a 
programmed instruction text, it allows a 
15-hour formal study or can be used as 
a normal textbook. It costs £6 and copies 
are obtainable from Philips Electrologica 
Ltd, 7/8 Lygon Place, London SW1W 
oLA. 





Small accounting computers, such as the 
recently announced NCR 399, enable the 
smaller business to do all its essential book- 
keeping electronically. 
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Limitations of Traditional Accounts 


Call for 'Clearer Information' at Birmingham 


ao methods of present- 
ing accounts might be to blame for 
the present limitations of published 
figures. Proposing the toast of The 
Institute of Chartered Accountants in 
England and Wales at the recent annual 
dinner of the Birmingham and West 
Midlands Society of Chartered Ac- 
countants, Mr Adrian Cadbury, deputy 
chairman and managing director of 
Cadbury Schweppes Ltd and a director 
of the Bank of England, called on ac- 
countants to give more and clearer 
information about company accounts. 
He warned that it could become essential 
in future to present accounts in a way that 
could be clearly understood by work- 
people and the public. 

He believed that a key consideration 
for all would be the need to present much 
more financial management information 
to workpeople, to shareholders, and to 
the public, and to present it in terms that 
were meaningful to the ordinary person. 
This way of thinking was enshrined in 
the Industrial Relations Act, and was in 
line with the pressures from consumer 
groups, shareholders' committees, and 
from the press and T'V. It was going to be 
an essential part of justifying the decisions 
that management had to take in an 
increasingly questioning society. 


Accounting conventions 


Mr Cadbury said that there was a tendency 
to blame accounting conventions for the 
limitations of published figures presented 
to shareholders. "Traditional balance 
sheets and profit and loss accounts pro- 
vided the information they were designed 
to give; if that was now insufficient, it was 
up to accountants jointly to define what 
they should provide. He had no doubt 
about the ability of the profession to find 
the answers, even in such difficult fields 
as accounting for inflation, or human 
asset accounting. 

He entered two cautions — the first, 
that there were limits to what could be 
translated into figures, and they should 
respect those limits. The second was that 
they must be intelligible to a wide audi- 
ence; the slide-rule men could look after 
themselves. There was far more interest 
in such subjects as the role of profits o1 
the causes of inflation than ever before. 
The accountant's job was to illuminate 
the discussion of these complex questions. 

In all this, Mr Cadbury saw the role of 


the profession, and of the Institute, as 
guarding the established, objective stan- 
dards of their calling. They had to ensure 
that the financial measuring rod, the 
common yardstick for most management 
decisions and for judging the results of 
management decisions, really reflected 
what was happening to a company. 

Business had benefited immeasurably 
from the professionalism and trained 
knowledge of accountants, and he was 
interested to see from figures published 
in The Accountant, not only how the 
Institute's membership had grown, but 
how the numbers working in industry 
had grown so much more in proportion. 

Industry had every reason to be 
grateful to the Institute, both locally and 
nationally, for the way in which this 
change had been accepted and encouraged 
by way of the introduction into the sylla- 
bus of subjects of use to management 
accountants. 


Presidential 'think tank' 
Responding, Mr Douglas Morpeth, T.D., 
B.COM., F.C.A., President of the Institute, 
said that the Institute had created a 
planning committee — in slang terms, a 
think tank”. They hoped it would provide 
them with some ideas to solve future 
problems. 

He accepted what Mr Cadbury had 


said about the need for more under- 
standable information. They had seen 
more general interest in their profession 
and a demand for more sophisticated 
accounting information. Their develop- 
ment into industry meant that their 
success and failure would be spotlighted 
more than in the past. If they were to cope 
with change, they must make sure mem- 
bers were equipped for it. 


New Horizons 


The future over the next ten years 
would include improving the quality and 
standard of education of trainees and 
students at entry and improving the 
opportunity to obtain specialist skills. 

Entry into the Common Market had 
opened up new horizons; world trade was 
expanding. In that connection, he ex- 
pressed the hope that the profession 
would bring about international standards 
so that there was more uniformity in 
published accounts. 

Mr C. A. Lee, F.c.a., President of the 
District Society, in the chair, proposed 
the toast of the guests, who included on 
this occasion Alderman Victor Turton, 
Deputy Mayor of Birmingham; and the 
Very Rev. B. S. Moss, M.a., Provost of 
Birmingham. Mr C. H. Harmer, M.A., 
LL.B., responded. 





Mr Douglas Morpeth, President of the Institute, left, with Mr C. A. Lee, President of the 
Birmingham Society, and Mr B. F. W. Scott, President of The Birmingham Chamber of 


Commerce and Industry. 
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THE CRUCIAL MAINTENANCE 





OF ENERGY SUPPLIES 


In his annual statement Sir Eric Drake, BP Chairman says: 


Throughout 1972, and early 1973, difficuit 
negotiations have proceeded with the oil 
producing states towards converting 

the existing concesssional relationships 
into a viable system of partnership and 
co-operation which will, we hope, satisfy 
their national aspirations whilst at the 
same time ensuring the orderly 
development of productive capacity and 
continuity of supply to consumers. Those 
agreements which have been reached 
result in higher payments to the producer 
states as well as some progressive 
reduction in the companies’ rights to 
production. 

It is all too evident from our results in 
1972, and those of others, not only 
that increased costs must be passed 
on to the consumer, but also that 
margins and rates of return on 
capital must be increased if the oil 
industry is to feel justified in 
continuing to finance the very high 
expenditures, both in production and 
in refining and marketing, without 
which the consumer will certainly 
go short of energy in the next decade. 
This is an international industry, and 
in a world in which oil supplies are 
only just adequate if all goes well, any 
government which intervenes to 
hold prices down even in the short 


THE BRITISH PETROLEUM COMPANY LIMITED 


.he Annual Report and Accounts for 1972 may 
Company Limited, Britannic House, Moor Lane, London EC2Y 9BU 


Copies - 
The British Petroleum 


term could quite quickly find that 
much needed supplies have gone 
elsewhere. 

In my opinion, it is the financial and 
political stability required for investment 
both in producing and consuming 
countries, rather than the physical 
existence of adequate reserves of raw 
materials, that is crucial to the 
maintenance of energy supplies for the 
rest of this century, by the end of which 
nuclear energy and other non- 
conventional fuels should be available to 
fill any gap. There is an urgent need for 
governments of consuming countries to 
adopt coherent, balanced and co- 
ordinated energy policies. 

Our North Sea Forties Field typifies a 
modern energy project ; large, expensive 
(now costing over £400 million) and 
involving the development, at our risk, of 
new techniques. We have nonetheless 
succeeded in arranging appropriate and 
imaginatively conceived financing. If our 
own field and others that have been 
discovered are successfully developed, it 
is possible that by 1980 the United 
Kingdom could be producing more than 
half its oil requirements, although this 
would still only represent some 10 per 
cent of total European Community 
requirements. The gain in security for the 


be obtained from the Secretary, 


UK and the benefits to the balance of 
payments would be immense, but the 
capital costs are many times higher than 
in the Middle East, and any change in 
fiscal or licensing arrangements needs to 
take account of this if it is not to inhibit 
future exploration and development. In 
particular, any change which affected 
projects which have already been entered 
into in good faith would not only be 
unfair but would also undermine investors’ 
confidence and thus prejudice the 
achievement of the full potential of 
indigenous supplies. Also it must be 
remembered that the successful projects 
have to carry the less successful. 

Itis disappointing not to be able to report 
further progress in obtaining a permit 

to build the Alaska pipeline. In view of the 
mounting weight of evidence on the 
pressing energy requirements of the 
United States, | remain confident that the 
line will be built, with every care for the 
environment through which it passes. 
The period ahead of the industry and the 
Company is one of sharp change. This will 
affect all aspects of our business and we 
must continue to adapt ourselves to 
constantly changing conditions. It is only 
possible to contemplate these challenges 
in the knowledge of the ability and 
dedication of our staff throughout the world. 
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CAER RHUN HALL 
TEACHING MANUALS 


Now available to all accountancy students 





These manuals, which are used on the Caer Rhun Hall courses, have proved an invaluable help to students over 
many years. Specially designed with ring binder for easy study, they abound with examples and worked examination 
problems. 


CONSOLIDATED ACCOUNTS 


First published in 1961 and compiled by the late Ronald Anderson using the now accepted method of ledger 
accounts, this manual has been up-dated to include all current legislation. It will enable the student to tackle 
successfully any exam problem on this topic. Price £1-50. 


MISCELLANEOUS ACCOUNTS 


Includes hire-purchase, plant disposal, consignment account and returnable containers. Price 60p. 


BRANCH ACCOUNTS 


Departmental accounts and divisional accounting, including foreign branches. Price £1. 


BOOK-KEEPING FOR BEGINNERS 


Reveals the mystery of double entry book-keeping. Invaluable for the new student. Price £1-25. 
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PARTNERSHIP ACCOUNTS 
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Includes goodwill and revaluation adjustments on changes in partnership and dissolution. Price SOp. 


COMPANY ACCOUNTS 


Issues and forfeiture of shares, redemption of preference shares and debentures, and purchase of business. Price 50p. 
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There are also manuals on Bankruptcy Law: Elements of English Law (including contract); Accounting for 
Sole Traders (primarily for the new student, includes approach to incomplete records); and Taxation (including 
| capital gains tax and corporation tax) — all at 50p each. 
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| ACT NOW BY COMPLETING THE ORDER FORM BELOW. | 
| TO: ANDERSONS, CAER RHUN HALL, CONWAY, NORTH WALES. 
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| Copies also available to personal shoppers from | 
GEE & CO (PUBLISHERS) LTD, 151 STRAND, LONDON WC2R 1JJ 
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New Examinations Scheme 
for Chartered Secretaries 


Impending revision of the examination structure of The Institute of 
Chartered Secretaries and Administrators was announced in 

The Accountant for February 22nd. In the following interview, 

Mr C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C.I.S., chairman 
of the Institute's Examination Committee, discusses the 


significance of the new proposals. 


Why has the present time been 
chosen for a major change in the 
educational programme ? 


'The last decade has been crowded with 
changes in administration and secretary- 
ship, while the amalgamation of the 
Institute with the Corporation of Secre- 
taries was a major development in its own 
organization. The national Council there- 
fore undertook a comprehensive review 
of all its activities. It soon became evi- 
dent that a long, careful study of its 
examinations scheme was inevitable. 


How was this approached ? 


Early in 1971 the Council set up an 
Education Committee which began its 
review by producing a profile of the 
member as a top administrator. It then 
considered in detail the type of scheme 
needed to train such a man or woman — 
and it took a lot of advice in its delibera- 
tions. 


What subjects does the student 
need to know? 


For convenience, the areas of knowledge 
may be classified under five main 
headings, namely: 

(a) General administrative and manage- 
ment studies, e.g., secretarial prac- 
tice, administrative techniques and 
organizational theory ; 

(b) Law, including aspects of law 
appropriate to industry, commerce 
and the public service; 

(c) Quantitative subjects such as account- 
ancy, taxation and statistics; 

(d) Human behaviour in communica- 
tion, personnel administration and 
industrial relations; and 

(e) Economics and finance. 


Does this entail the introduction 
of subjects hitherto not included 
in the examination requirements ? 


Yes; for example, industrial law, statistics, 
business finance, management tech- 


niques and services and personnel ad- 
ministration. The objective is still very 
much a professional qualification of 
general degree standard but the man- 
agement potential of the professional 
administrator is recognized in the intro- 
duction of management studies. 


Is the Institute raising entry 
standards ? 


Every registered student should have a 
reasonable prospect of qualifying as a 
member, given satisfactory tuition and 
sufficient effort. Yet the width of knowl- 
edge required and the varied responsi- 
bilities of administration cannot be 
ignored. In general, therefore, the Insti- 
tute has aimed at a level of entry require- 
ment consistent with university entrance. 
It will accept as a minimum five passes in 
the General Certificate of Education, of 
which one is at Advanced level. It would 
be unfair to register students whose 
standard was so low that they would be 
unlikely to succeed in the Institute's 
examinations. 


Is this minimum to be the 
universal standard of entry? 


By no means. A proportion of registered 
students will be graduates or hold pro- 
fessional qualifications of graduate stan- 
dard. Applicants with at least two ‘A’ 
level passes are of the calibre sought by 
the Institute. It is also as much interested 
in men and women with relevant post- 
GCE “O level study as in school records. 
Many top administrators of the future 
will have a dual qualification, one in their 
own expertise, the other in administrative 
studies with the Institute. 


Must existing students comply 
with the new standards ? 


The new standards will apply from 
January rst, 1974, but there are detailed 
transitional arrangements for existing 
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students so that they will be given maxi- 
mum credit for parts of the examination 
already passed. The arrangements make 
allowance for the different stages reached 
by individual students in their course. 
The first series of examinations under the 
new scheme will be held in June 1975. 
Perhaps 1 should call attention at this 
stage to a radical change we have intro- 
duced, namely, that of “streaming”. The 
Education Committee stressed repeatedly 
the need to make the studies of every 
student as closely applicable to his pro- 
fessional career as was possible. Council | 
has recognized the variety in unity of the 
membership by setting up three cate- 
gories, as shown below in the subject 
schemes. The three ‘streams’ are: 
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(a) Those wishing to work im company 
secretarial departments and ulti- 
mately become company or group 
secretaries ; 
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(b) Those who seek a broad adminis- 
trative and financial qualification in 


2 

companies or other organizations 4 
such as banks, building societies and x 
nationalized industries; and a 
E 


(c) Students in the public service, and 
especially in local government, the 
Civil Service and other sectors of the 
mainly non-trading public service. 
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This recognizes the rich variety of 
administrative posts filled by Institute 
members. 
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How would you summarize 
briefly the new structure ? 


For all students, whole-time or part- 
time, whatever their stream, the basic 
structure is one of four parts, each of four 
subjects. For maximum flexibility in 
sitting for examinations, each part 1s 
further divided into two ‘modules’, each 
of two subjects. Such an arrangement 
gives individuals the maximum freedom 
while maintaining the graduate standard 
of the examinations. 
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Has everybody to sit for 
sixteen papers ? 


No. Graduates and holders of professional 
qualifications or other relevant qualifi- 
cations receive a more generous measure 
of exemption than they have ever before 
enjoyed. This is a cardinal feature of the 
new scheme. The Institute has sought to 
avoid the waste of the time of potentially 
very capable top administrators which 
may occur from asking them to cover 
ground with which they are already 
familiar or which on general intellectual 
grounds cannot reasonably be required as 
a subject of further formal study for 
them. 


How long will the course of 
study take ? 
‘The time required by a man or woman 


to complete the course must vary from 
one person to another. At one extreme, 
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the committee believed that registered 
students who were not eligible for any 
exemptions at all should have not less 
than three years’ full-time study or its 
part-time equivalent, starting from uni- 
versity entrance standard. 

For those who are entitled to sub- 
stantial exemptions, a course of between 
one and two years’ full-time or two to 
three years’ part-time study is thought 
to be reasonable. 


How will students obtain tuition ? 


Although the Institute recognizes that a 
steadily growing proportion of future 
members will attend full-time courses for 
at least part of their studies, there will 
continue to be many part-time students 
and it is right that the road to qualifica- 
tion should remain open to them. 
Courses may be taken at polytechnics, 
colleges of technology and business 
studies, by correspondence, by private 
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April 5th, 1973 
study and by a combination of these. 
Student Society meetings, seminars and 
block-release courses provide other facili- 
ties. Even more use might be made of 
them than now. 


What do you personally regard 
as the outstanding features of 
the new examination scheme ? 


Recognition of the truly professional 
nature of the administrator's work; intro- 
duction of three streams which make 
examination study very much more 
relevant to the individual student's own 
career; the flexibility of the scheme in its 
modular system and its more generous 
exemptions policy; and the lengths to 
which it goes in order to make academic 
study even more relevant to the practical 
experience of members. It expresses in 
educational terms the new direction 
which the change of name of the Institute 
gave to its objectives. 


NEW EXAMINATION STRUCTURE AND SUBJECTS - FOR EXAMINATIONS IN AND AFTER JUNE 1975 


Company Secretarial 


PanT I 
Module 1 Communication 
General Principles of Law 
Module 2 Principles of Economics 


Statistics 


Parr II 
Module 3 Financial Accounting I 
Law and Procedure of 
Meetings 
.. Module 4 Business Law 
Office Administration 
. Part III 
— Module 5 Economic Policies and 
3 Problems 
Financial Accounting II 
í (Company) 
Module 6 Company Law 
Company Secretarial 
Practice 
PanT IV 
Module 7; "Taxation 
Business Finance 
Module 8 Personnel: Principles and 


Policy 
Management: Principles 
and Policy 


General and Financial Administration 


Part I 


Module 1 Communication 


General Principles of Law 


Module 2 Principles of Economics 


Statistics 


Part II 


Module 3 Financial Accounting I 
Law and Procedure of 


Meetings 


Business Law 
Office Administration 


Module 4 


Part III 
Module 5 


Economic Policies and 
Problems 

Financial Accounting II 
(Company) 

OR 

Financial Accounting II 


(General) 
Module 6 Company Law 
OR 
Industrial Law 
Management Techniques 
and Services 


Part IV 


Module 7 "Taxation 
OR 
Management Accounting 


Business Finance 


Module 8 Personnel: Principles and 
Policy 
Management: Principles 


and Policy 


Public Service 


Part I 


Module 1 Communication 
General Principles of Law 


Principles of Economics 
Statistics 


Module 2 


Part II 


Module 3 Financial Accounting I 


Government 


Business Law for the 
Public Service 
Office Administration 


Module 4 


Part III 


Module 5 Economic Policies and 
Problems 

Local Government Law 

OR 


Administrative Law 


Local Government 
Administration I 


Module 6 


Public Administration I 
Management Techniques 
and Services 


Part IV 


Module 7 Local Government 

Administration II 

OR 

Public Administration II 

Local Government Fin- 
ance ) 

OR > 

Public Finance ^. 

Personnel: Principles and 
Policy VARTA 

Management: Principles 
and Policy 


Module 8 
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Case for a Southern 
Students' Society 


by DONALD RICH, F.C.A. 


| HAVE been prompted to amplify in 
this article certain views I expressed 
relating to the formation of a single 
Southern Chartered Accountant Students’ 
Society in a speech I gave at the annual 
dinner of the Southampton CASS in 
January. (reported under ‘Roundabout’ 
of January 25th). Although it deals only 
with my local area, many of the points 
have an equally valid application to other 
parts of England and Wales. 

The Institute’s List of Members shows 
30 students’ societies, but only 17 district 
societies (together with several branches). 
In ten cases, mainly in the larger cities, a 
students' society covers the whole area of 
a district society, but at the other 
extreme the Bournemouth, Isle of Wight, 
Portsmouth and Southampton students” 
societies are all in the area of the Southern 
Society of Chartered Accountants 
(SOSCA). Indeed, until the Dorchester 
students” society was recently wound up 
there were as many as five students' 
societies! 


Representation and education 
problems 


The first problem in such a region is 
communication between the district 
society and the students” societies. There 
is a student representative on the 
education committee of SOSCA, but he 
cannot readily put the views of the three 
students’ societies of which he is not a 
member. The situation would be much 
more satisfactory if he were able to 
represent a society which covered all 
students in the SOSCA area. 

The other problem is that it is difficult 
to arrange for students' lectures which 
command an interest sufficient to ensure 
a reasonable attendance. Perhaps this is 
not true if the subject is of interest to 
students at more than one stage of studies, 
but the majority of lectures are on topics 
which are relevant to only one exami- 
nation, such as capital gains tax, corpora- 
tion tax, management accounting, estate 
duty and law. 

It is worth recording at this juncture 
that recent low attendances at whole-day 
and week-end courses may result in 
lecturers feeling that it is not worth the 


time and effort to arrange talks. This 
situation should be rectified without 


delay. 


One lecture programme... 


A combined students’ society could 
arrange a lecture programme designed to 
attract students from all over the area. 
These could be held at a suitable central 
point, such as Southampton, or rotated 
between the other south coast cities. 

I doubt if it is feasible to persuade 
students to cross from the mainland to 
the Isle of Wight, but the comparatively 
small number of Isle of Wight students 
might readily take advantage of the 
hovercraft service to attend lectures in 
Southampton or Portsmouth. 

Communications on the mainland pre- 
sent no major problem, because by the 
end of 1976 Bournemouth, South- 
ampton and Portsmouth should all be 
linked by a road which is entirely 
motorway or dual carriageway. 

It is natural and understandable that, 
as evidenced by the remarks of the 





Donald Rich is, of course, well-known as an 
accountancy tutor. He was a committee 
member of the Liverpool Chartered Account- 
ant Students' Association from 1950 to 1954 
and is a past Chairman of the Association of 
Independent Tutors in Accountancy. Since 
1970, he has been a committee member of 
The Southern Society of Chartered Account- 
ants: the opinions in this article are entirely 
his own and do not necessarily represent 
those of any other member of the Southern 
Society's committee. 


Chairman of the Portsmouth CASS at 
their annual dinner (reported under 
‘Roundabout’, February 8th), students’ 
societies are reluctant to suffer the loss of 
independence that would result from 
amalgamation. 

However, I believe that it will happen 
in the future and that the present 
societies might then be replaced by 
branches or local groups; a similar 
situation already exists in SOSCA and in 
many other district societies of the 
Institute. 


. and one joint committee 


As a first step, I believe that it is essential 
that the students should form a joint 
committee to arrange lectures and certain 
other activities. This would not preclude 
each society from carrying on as an 
independent body, but I would imagine 
that the advantages of joint activities 
would be so great that eventually the 
result would be the formation of the 
Southern Chartered Accountant Students’ 
Society. 


Ot 


ASSOCIATION OF BRITISH 
CORRESPONDENCE COLLEGES 


Ar the annual general meeting of the 
Association of British Correspondence 
Colleges held on March 27th, Mr B. 
Mendes, B.SC.(ECON.), F.C.A., was elected 
Chairman of the Association. Mr Mendes 
is principal of Metropolitan College, and 
an elected member of the Council for 
the Accreditation of Correspondence 
Colleges. 


O' FOR A LIVING WAGE! 


A READER has submitted the following 
lines inspired by the proceedings of the 
ACASS Council reported under “Round- 
about’ last week. No prizes are offered for 
choice of a suitable tune. 


The students’ flag is shocking pink 

With dollops of magenta ink 

While principals at surtax rage, 

We cannot get a living wage; 

We are but little children meek 

Who average thirteen quid a week — 

Though cowards flinch and traitors 
sneer, 

We want £ 1,100 clear. 


And articles, we all agree, 

Are out of date in ^73; 

So stand we firm — by which is meant 
The Institute's intransigent. 

Then let us all for freedom strive, 

And down with Dougie, up with Clive! 
We're not professional men, you see — 
We'd better join the TUC. 


BTS 
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Accreditation - the Interim Need 


One of the more important discussion papers presented at the 
recent ACASS Council at Warwick University (reported under 
‘Roundabout’ last week) was that prepared by Mr Emile Woolf, 
F.C.A., Education Adviser to ACASS. His paper, reproduced below, 
deals with the accreditation of training establishments and the 
need for an improved information service on education facilities. 


NY worthwhile contribution on the 
—Nwell-worn subject of education must, 
at this stage, look forward rather than 
back; the justifiable recriminations of the 
past have resulted in a new frame of 
reference, and it is important to consider 
this dispassionately so that positive work 
areas may be identified. 
Much has already been said on the 


Institute's statement ‘A Policy for Educa- 


tion and Training’ and discussion on 
certain areas of its subject-matter, such 
as the proposed new syllabus, has been 
widely and well publicized. By contrast, 
and hardly surprisingly, little has been 
contributed on the proposed accredita- 
tion of tuition establishments in both 


: public and private sectors. 


Although the Institute has for some 
years operated a de facto scheme of 
accreditation for public sector colleges by 
its ‘recognition’ of nine-month course 
establishments, such a venture into the 
private sector is, for the Institute, without 
precedent. 


Positive role for ACASS 


A paper on the practical issues involved 
in the implementation and effective opera- 
tion of the scheme of accreditation is 
being prepared by the Institute, and my 
purpose is not to anticipate its contents. 
Regardless of the mechanics of the sys- 
tem, however, there would appear to be a 
need for a positive intermediate advisory 
role which ACASS could assist in ful- 
filling. 

Students entering the profession have 
little idea of the range and depth of study 
which they will be required to undertake 
in order to succeed in their examinations, 
and still less idea as to where the 
necessary tuition may be obtained. 

Advice sought from the Institute itself 
will, at best, result in the issue to the 
inquirer of a list of accredited colleges 
and tutors in the public and private 
sectors, with a necessarily sketchy indica- 
tion of the courses they operate and their 
commencement dates, 

Should the intelligent student seek 
further details from some or all of the 
tuition bodies on this list, he will receive 


an impressive supply of glossy promo- 
tional literature which will (should he 
even trouble to wade through it) leave him 
in a bigger quandary than before. 

At a time like that he would appreciate 
above all else an objective, concise and 
positive guide on the range of facilities 
available so that his final choice is as 
well-informed as possible. No such 
guidance is presently available, and at a 
time when there is general concern over 
educational matters, the opportunity to 
remedy this lack clearly presents itself. 


Contrast with recruiting 


The situation is highlighted when one 
considers the way in which the profes- 
sional firms go about their annual recruit- 
ing crusades at the universities: when 
the dust settles the potential entrants to 
the profession do at least have a reason- 
able picture of the range of practical 
experience, terms of engagement, study 
leave, in-house training facilities, etc., 
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which the recruiting firms are respectively 
offering at that time, and, assuming they 
themselves meet the necessary standards, 
they may exercise what they consider to 
be the appropriate choice. This may prove 
in some cases to have been unwise, but 
at least certain guidelines were avail- 
able. 

On the tuition side no counterpart 
guidelines exist: the fact that the Insti- 
tute has generally approved certain col- 
leges will be of little immediate help, and 
specific arrangements between firms and 
tuition bodies are of little use to the large 
numbers of new entrants whose firms 
have entered into no such arrangements, 
which in any event may prove to be 
unsatisfactory. 

It is therefore important to recognize 
that different students possess different 
aptitudes and different temperaments, and 
these emerge significantly where study 
is concerned. It is hardly surprising that 
some may have a distinct preference for 
essentially private study, with or without 
the stereo blaring; others cannot stay out 
of the pub or the girl-friend's flat if left 
to their own resources, and consequently 
require a regimented routine involving a 
large amount of supervised classroom 
work; the majority thrive on a sensible 
balance of methods. 


Educational differences 


But these are not the only variables; col- 
leges and tutorial firms vary to a surpris- 
ing degree in the facilities they offer, not 
merely as regards quality, but also as to 
range, methods and style. Quality, in any 


TU PAN EAN TREES E RE A T E RITU Lo 
Bradford's Newly Articled Clerks Meeting 


THE annual newly articled clerks meeting 
of the Bradford CASS, held at the Victoria 
Hotel, on March 28th, was unanimously 
regarded as one of the most successful 
such meetings held by the Society. 

The new President, Mr Colin H. 
Walker, M.A.(OXON.), F.C.A., introduced 
the committee and guests to the audience 
before he gave his talk on the role of the 
Students” Society. He then introduced 
Mr S. Hall, B.A.(COMM.), F.C.A., senior 
lecturer at Bradford Technical College, 
who gave a brief résumé on the Institute 
plans for education and the resulting 
courses that will be run at the local 
polytechnics. 

Christopher Wontner-Smith, B.A., the 
Society's treasurer, gave a general report 
on the Society's activities and explained 
where it obtained and how it used its 
funds. Graham Sheard, B.TECH., gave a 
talk about ACASS. 


Michael G. Hill explained the different 
courses available for students both locally 
and nationally and detailed what 
financial assistance is available for the 
different accountancy courses. There then 
followed a brief talk on the need for 
national publicity by the secretary, 
David Kent, who also told the meeting of 
the advances made in the formation of a 
Halifax branch. 

Dave Roberts spoke of the Society's 
success at rugby and their annual inter- 
firm five-a-side football tournament. 
Cricket had fallen behind in recent years — 
even a suggestion that the game be 
abandoned because of the principals' 
victory two years ago! 

There followed a lively exchange of 
views on salaries, training and the 
advantages and disadvantages of articles, 
and it was stressed that training facilities 
were of as much importance as wages. 
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case, will be assessed under the normal 
accreditation process. 

Some provide day courses only; others 
residential only— some provide both. 
Others are strongly based in the metro- 
polis, while many have strong regional 
centres as well. There are those who 
provide classes to supplement their postal 
tuition courses; others provide home- 
study material to supplement and precede 
their full-time classes. Some require tests 
to be submitted; others merely prescribe 
reading. Many rely heavily on textbooks; 
others avoid them. Some tuition material 
is comprehensive; other material is terse 
and minimal in scope. 

Classroom methods vary widely too: 
some specialize in the use of the latest 
teaching aids, both as to classroom equip- 
ment and programmed learning tech- 
niques, such as interrograms; others are 
indifferent to such developments. It is 
quite clear that a disinterested analysis of 
these and other relevant factors could 
provide the basis of an invaluable educa- 
tional counselling service. 


Implementation 


It is not my wish to introduce suggestions 
on detailed implementation — merely to 
point out that this acute need exists and 
it is more crucial than ever that it should 
be met. Nevertheless, it is obvious that 
commercial interests should be kept at 
bay and the concept of an Educational 
Advisory Trust therefore suggests itself. 

Finance is bound to be a practical 
issue, especially since it is vital that the 
service be effective ab initio: advisory staff 
will have to be well-informed, perceptive 
and practical, and help must not be re- 
stricted to students in the metropolis. 

For these reasons it is desirable that 
the Institute should initiate the necessary 
steps, especially since the establishment 
of such a service is the one practical 
measure which would give its accredita- 
tion policy real meaning. 


Other services 


Ancillary functions may well arise after 
implementation. For example, with the 
placing of the nine-month Foundation 
Course outside the training period, many 
students will require assistance in arrang- 
ing their training contract. One can even 
envisage the provision of a basic con- 
sultancy facility on the suitability of the 
accountancy profession for students still 
in doubt, before they commit themselves 


EA RAE AINE Se ME 
[At last month’s ACASS Council the follow- 
ing resolution relating to this subject was 
passed: “That ACASS should take whatever 
steps are necessary to institute an independent 
counselling service on education for the pro- 
fessional examinations, and that they should be 
subsequently involved in an administrative, 
or supervisory capacity to ensure satisfactory 
maintenance of the service.’ — Editor. ] 
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unwisely, with or without the use of 
aptitude tests. 

Initially, however, the basic idea must 
dominate, i.e., to provide information and 
advice on education to students and 
principals on request, with no motive 
other than to improve its quality, and 
thereby the quality of the profession as a 
whole. 





MEETING FOR NEWLY 
ARTICLED CLERKS AT 
SHEFFIELD 


Mr Peter Allott, B.A.(ECON.), F.C.A., the 
Immediate Past President of the Sheffield 
CASS, hopes that as many as possible of 
the newly articled clerks, as well as their 
principals, in the Sheffield area will 
accept his invitation to an informal 
meeting at the Royal Victoria Hotel, 
next Monday, April gth. Light refresh- 
ments will be served at 6 p.m. 

The intention of the meeting is to 
enable newly articled clerks to learn 
more about the Society and to meet its 
committee as well as qualified members 
both in practice and in industry. 


LETTER TO ROUNDABOUT 


Institute Responsibility 


Sir, — As one of that ‘handful of enthu- 
siasts who seek to represent student 
opinion' I would like to endorse some of 
the points raised by Mr Kenneth Sharp, 
T.D., M.A., F.C.A., Vice-President of the 
Institute, in his speech at the annual 
dinner of the Manchester CASS ('Round- 
about', March rst issue). 

I was very pleased to see that the 
Institute accepts responsibility for giving 
principals ‘an appreciation of the true 
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needs of students’. One true need of 
students, as 1 am sure Mr Sharp will be 
aware, is a living wage and in view of Mr 
Sharp's comments I can envisage no 
opposition from the Institute to the pro- 
posal for a recommended minimum salary 
of £1,100 p.a. for articled clerks. 

I would fully support Mr Sharp's call 
for a “programme of co-operative reform'. 
The only problem in the past has been 
that when ACASS has sought a fair 
scheme of student representation to 
facilitate such co-operation they have met 
strong opposition and Institute demands 
that the Institute should be allowed to 
pick the student representatives! Since, 
from the tenor of his speech, Mr Sharp 
is in favour of student leaders being truly. 
representative I am sure he would be 
wholeheartedly against the idea of having 
Institute stooges to represent students and 
will support the forthcoming ACASS 
proposals on representation. 

I was extremely enthusiastic about Mr 
Sharp's emphasis on the need for pro- 
fessional integrity which the student should 
learn from the example of his principal. 
In fact so enthusiastic was I that I tried 
to convince a colleague who receives no 
salary from his principal—just a £50 
Christmas bonus — of this need, though 
with little success. 

I think I can safely say that Mr Sharp's 
views were given the consideration they 
merited at the recent ACASS Council. 
I feel that Mr Sharp can now divert his 
attention from his successful campaign for 
student leaders who are truly repre- 
sentative to a (hopefully) equally success- 
ful campaign to ensure that Institute 
Council members are truly representative. 


Yours faithfully, 
PAUL A. HENDRICK, 


Committee member, London CASS, 
and member of Executive, ACASS, 


London EC2. 





Assessmentsville 


With acknowledgements to R. J. Goodman, a committee member of the 
Southampton CASS, and the March issue of the SADCASS Newsletter in 


which this article first appeared. 


Tue only thing wrong with taxation is the 
miserably inefficient way in which it is 
collected. Why not collect everything in 
one swoop — and throw in the bills for 
electricity, gas and water at the same 
time? I envisage an immense Ministry of 
Assessment — a whole new town some- 
where in the Midlands, given over to the 
assessment industry — an immense com- 
plex of glass towers and chimneys, 
belching the smoke of old incinerated 
tax return forms — a maze of marshalling 
yards with sad freight trains clanking in 
all night, laden with Britain's banknotes, 
groaning under the burden of her cheques. 

Each citizen would be allotted a Day of 


Reckoning, when he would take a holiday 
and travel up to Assessmentsville to 
discuss his affairs. In the assessor's office 
he would be invited to lie down and be 
given a mild sedative — perhaps even put 
under hypnosis. ! 

“Now, tell me all about yourself”, the 
Assessor would say. ‘Do you have a dog? 
Do you have a relative wholly dependent 
on you? Or a wife with whom you are 
living. Do you agree that last year you 
used 140 therms of gas at 27:35 pence per 
therm? You don't by any chance use your 
water supply to fill a private swimming 
pool...?. 

After the questioning the assessee 
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would move into a waiting room while 
the figures were cast by computer - 
income tax, rates, alimony, national 
insurance, the lot — all compiled on one 
gigantic schedule, with deductions for 
child allowances, war pension, farm sub- 
sidy and property improvement grant. 

Then on into the Extraction Ward to 
hear the results. Here the colour scheme 
would be specially restful to the eye and 
the air would be full of soothing music. 
The assessee would be settled in a 
comfortable chair while the Extractor 
smiled his professionally reassuring smile 
and said cheerfully: “Well it wasn't as bad 
as you thought it was going to be, was 
it? 

And at this he slips the hypodermic 
syringe into your arm and gives you a 
shot of something which makes the world 
seem very quiet and remote. “There you 
are then”, you hear his voice saying from 
many miles away. “The bill only comes to 
£847:69. I know its just a small amount, 
but perhaps you would care to put your 
name and address on the back of the 
cheque’. 

You see a familiar hand - yours, 
writing the figures and signing a familiar 
name. A nurse leads you out, past a 


Notes 
and 
Notices 





PROFESSIONAL NOTICES 


Boyce, WeLcH & Co and Harmoop 
BANNER & Co (Bradford office), Char- 
tered Accountants, announce a merger of 
their practices with effect from May rst, 
1973. The present partnership names will 
continue and the practice will be carried 
on from Netherwood Chambers, 1A 
Manor Row, Bradford BD: 4PB. 
Boyce, WELCH & Co, Chartered Ac- 
countants, announce that Mr F. W. 
BOYCE, M.C., T.D., F.C.A., will retire from 
the partnership on April 3oth, 1973, 
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violent case being strapped into a 
strait jacket, and into the Recovery Ward. 
You feel purged, confessed, lightened. 
You have laboured and brought forth 
your tax, 
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A nurse shows you your £847:69, lying 
in an incubator, and you have a sudden 


joyful vision of the future. And by gosh, 


it's another year of uninterrupted taxable 
income gathering. 





MANCHESTER FOOTBALL LEAGUE 


The following are the League positions at March 18th of the Manchester Accountants 
Football League. The League was formed three seasons ago by the Manchester CASS. 


DIVISION I 
Binder/Whinney 
G. H. Murray .. 
Price Waterhouse 
Fuller/Peats 
Thornton Baker 
Boardman/ Jolliffe 
Cooper Brothers 
Mann Judd 


DIVISION II 
Burne/Bedell 

Bowman Dawes 

C. Connely  .. e 
"Thomson McLintock 
T. S. Dynamo .. 
Rothburn Royce 
Singletons 


after 44 years with the firm. He has been 
senior partner in recent years. 


BunrToN Monp & Co, Chartered Ac- 
countants, of 3 Market Avenue Cham- 
bers, Ashton-under-Lyne, OL6 6AR, an- 
nounce that as from April 3oth, 1973, 
their new head office address will be 
9 Henry Square, Ashton-under-Lyne, 
OL6 7TF, telephone 061-330 0421 
(four lines) telex 669864, and their new 
Manchester branch office will be at 
Midland Bank House, 26 Cross Street, 
Manchester M2 7AN. 


COOPER-PARRY, WATSON, SOWTER & 
Co, Chartered Accountants, of Derby, 
Burton-on-Trent, Ashbourne and Long 
Eaton, announce the admission to part- 
nership on April 1st, 1973, of Mr ELLIS 
CAVE, B.SC.(ECON)., A.C.A. 


FRYER WHITEHILL & Co, Chartered 
Accountants, announce the admission of 
Mr R. St J. JOLLIFFE, A.C.A., to part- 
nership and the appointment of Mr 
C. D. C. ASTIN, A.C.A., to associateship 
on April rst, 1973. Mr JOLLIFFE is 
resident partner at the firm's Birmingham 
office and Mr ASTIN is a member of the 
Cheltenham office staff. 

JOHN Gordon, WALTON & Co, Char- 
tered Accountants, of Leeds, announce 
that as from April 1st, 1973, Mr DouGLas 
SMITH, F.C.A., has joined them as a 
partner, and the practice previously car- 
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ried on by him as E. WARWICK BROADBENT 
& Co has been merged with their prac- 
tice. Mr J. K. MACPHERSON, C.A., pre- 
viously a partner in that firm, will be 
available in a consultative capacity. Mr 
GEOFFREY HOLMES, A.C.A., has joined 
them as a partner. 


HarmooD BANNER & Co, Chartered 
Accountants (Bradford office), announce 
that Mr R. G. BRIGGS, F.C.A., will retire 
from the partnership on April 3oth, 1973. 
His services will be available to tbe 
partnership prior to his taking up a 
commercial appointment on October rst, 
1973. 

Hocc BULLIMORE GuNDRY & Co, 
Chartered Accountants, of City Gate 
House, Finsbury Square, London EC2, 
announce that Mr L. J. WINTLE, A.C.A., 
Mr L. D. CasBOLT, A.C.A., Mr R. J. 
FREEBODY, A.C.A., and Mr R. J. WILSON, 
A.C.A., have been admitted into the 
partnership with effect from April rst, 
1973. 

KEENS, SHAy, Keens & Co, Chartered 
Accountants, announce the admission to 
the partnership of Mr D. J. ANDERSON, 
A.C.A., from April 1st, 1973, concurrently 
with the merger of the practice carried 
on by him at 95 High Street, Newport 
Pagnell under the style of Hicks, 
ANDERSON & Co. The following senior 
members of staff have also been admitted 
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to partnership from the same date: 
London firm, Messrs R. G. MENDELSSOHN, 
F.c.A., L. H. STANTON, F.C.A. and G. 
LITTLEWOOD, A.C.A.; Luton firm, Mr 
J. S. VINCENT, A.C.A.; Milton Keynes 
firm, Mr T. T. DIMMOCK, A.C.A. 


PARKER GRADWELL & Co, Chartered 
Accountants, announce that Mr C. A. 
GORST, A.C.A., a member of their staff, 
has been admitted into partnership as 
from April ist, 1973. 


Peat, Marwick, CASSLETON ELLIOTT 
& Co announce that Mr I. D. MILLER, 
C.A., and Mr G. A. SOTINWA, A.C.A., have 
been admitted as partners in their Nigerian 
partnership as from April rst, 1973. 


Pear, Marwick, MITCHELL & Co 
(Leicester partnership) announce that 
Mr Jon Noakes, A.C.A., is admitted as a 
partner with effect from April 1st, 1973. 


Pike, Russert & Co, Chartered Ac- 
countants, announce that Mr THOMAS 
GRIFFIN, A.C.A., who has been a member 
of their staff for many years, has been 
introduced as a partner with effect from 
April 1st, 1973. 

SINGLETON, FABIAN, DERBYSHIRE & Co, 
Chartered Accountants, announce that, 
as from March 31st, Mr C. R. ATKINSON, 
F.C.4., Mr R. W. L. Exe, F.c.a. and Mr 
C. R. Hips HOWELL, B.A., C.A., have 
retired from the London practice after 
a combined period as partners of 104 
years, and that Mr W. L. FARR, F.C.A. 
and Mr P. E. HALL, F.C.A., have retired 
from the Nottingham practice. 


WarmsLey, HENSHALL & Co, Char- 
tered Accountants, of Chester, announce 
that after 32 years with the firm, Mr 
P. N. GREENE, F.C.A., retired from the 
partnership on March 31st, 1973. His 
services will, however, be retained in a 
consultative capacity. On April 1st, 1973, 
Mr J. D. GRONNOW, A.C.A., and Mr T. H. 
LOWNDES, A.C.A., were admitted as part- 
ners. The name of the firm remains 
unchanged. 


WARNER, BEARMAN & Co, Chartered 
Accountants, of 16 Wimpole Street, Lon- 
don Wr, announce that Mr Davip 
WARNER, F.C.A., F.T.1.1., has retired from 
practice as from April 6th, 1973. He will 
continue to be associated with the firm 
as a consultant. The remaining partners 
will continue in practice as WARNER, 
BEARMAN & Co, at the same address. 
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APPOINTMENTS 


Mr Colin Booth, A.c.c.a., has been 
appointed chief accountant of Ransomes 
Sims & Jefferies. He succeeds Mr C. J. 
Davisson, A.C.A., who is leaving Ran- 
somes to take up the position of financial 
director of Small & Parkes, of Man- 
chester. 

Mr Gerald L. Aspell, T.D., D.L., F.C.A., 
has been appointed deputy chairman of 
the Leicester Permanent Building Society. 
Mr Aspell, who is a partner in Coopers & 
Lybrand, has been a director of the 
Leicester Permanent since 1964. 





Mr G. L. Aspell Mr R. Collins 


Mr Richard Collins, A.C.C.A., A.C.M.A., 
has been appointed financial controller of 
National Westminster Bank's Related 
Banking Services Division. 

Mr Donald Hale, LL.B., F.C.C.A.. F.C.LS., 
has been appointed group consultant 
accountant of Courage, the brewery Divi- 
sion of the Imperial Group. Mr Hale 
joined John Smith's of Tadcaster, a 
member of the Courage group, in 1970 
as financial controller. 





Mr G. S. Jackson 


Mr D. Hale 


Mr Geoffrey S. Jackson, F.C.A., has 
been appointed financial controller of 
Ocean Mercantile Investments, a divi- 
sion of Ocean Transport & "Trading 
(formerly The Ocean Steam Ship Co). 
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Mr A. D. J. Carratu, r.c.^., formerly 
a partner in Thornton Baker & Co, 
Chartered Accountants, has been ap- 
pointed a director of John Stephen of 
London. 

Mr Harold Conlon, A.C.C.A., has been 
appointed deputy chairman of Tayside 
Engineering. 

Mr D. S. Grace, A.c.c.A., has been 
appointed assistant chief accountant of 
the Solicitors! Law Stationery Society. 


Mr Donald Jones, A.C.C.A., director 
and financial controller of Armstrong 
Patents Co, has been elected to the parent 
board of Armstrong Equipment. 

Mr R. S. Leighton, c.a., has been 
appointed managing director and acting 
chairman of William Nuttall Transport. 

Mr F. Marson, A.C.M.A., has been 
appointed financial controller/director of 
Harrison (Birmingham) and its subsidiary 
companies, with effect from April rst. 

Mr J. M. Mason, B.A.(ECON.), F.C.A., 
A.C.M.A., has been appointed group 
finance director of Redman Heenan Inter- 
national. 

Mr Mark Mathiason, A.C.A., has been 
appointed finance director of Liebig 
Foodservice, a new Brooke Bond Liebig 
subsidiary. He was formerly treasury 


manager of Du Pont Co (UK) Ltd. 


Mr Guy M. Ross, A.C.A., has been 
admitted into the partnership of J. D. 
Hewitson & Co, Accountancy Tutors, as 
from March rst. 

Mr John Seear, A.C.A., has joined 
Management Personnel, the Guildford- 
based personnel consultancy specialising 
in accountancy appointments, which 
recently moved its head office to new 
premises at York House, Chertsey Street, 
Guildford. 

Mr John Stoker, A.C.A., has recently 
been appointed chief accountant of the 
Hydrovane Compressor Co, of Redditch. 


LONDON 
CHARTERED ACCOUNTANTS 
Committee Vacancies 
Eight vacancies on the Committee of the 
London and District Society of Char- 
tered Accountants are to be filled by 
postal ballot. Under the Society's present 
constitution, four vacancies are for mem- 
bers in practice; two for members 
employed in the service of a practising 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 


FOR C.A. 
EXAM 
PASSES 








principal Acc 
Appreciation, 


of postal tuition experience and over 220.000 passes, 
ountancy exams, and also in Banking, Book-keeping. Civil Service, Computer 
Costing, G C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


it assures vour success in all the 


Free 100-page book (without obligation) on applicarion to Careers Adviser 
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accountant; and two for members not 
in the foregoing categories. 

Nomination papers are available from 
the Secretary of the Society at 56 Goswell 
Road, London EC1M 7AY. The closing 
. date for the submission of nominations 
is Tuesday, May rst. 


FINANCE BILL 1973 
The Finance Bill, which heralds the 


introduction of unified income tax and 
the imputation system for corporation 
tax, as well as the extention of employee 
share schemes to those on the shop floor, 
is far from being a ‘non-event’. Important 
changes have been made in various fields, 
including the surrender of ACT, group 
and consortium loss relief, estate duty, 
VAT and the taxation of trusts and 
charities. 

The London and District Society of 
Chartered Accountants is to hold a half- 
day course on the Bill on "Thursday, 
May 24th, under the chairmanship of 
Mr Geoffrey Vieler, F.c.a. Speakers will 
be Messrs Bernard Berkinshaw-Smith, 
B.A., F.C.A.; John Coombe, F.C.A.; and 
John Jeffrey-Cook, F.c.a. 

This course is a repeat of that originally 
planned for May 17th, which is heavily 
over-subscribed. Applications, accom- 
panied by the fee of £5:50 (to include 
documentation, afternoon tea, gratuities 
and VAT), should be made to the Secre- 
tary of the Society at 56 Goswell Road, 
London ECIM 7AY (01-253 4518). 


NORTH LONDON 
CHARTERED ACCOUNTANTS 


"The next meeting of the North London 
Group of the London and District Society 
of Chartered Accountants will be held on 
Wednesday, April 18th, when Professor 
C. C. Magee, Professor of Accounting at 
University College, Cardiff, will give 
“Some reflections on accounting theory”. 
In particular he will discuss the inter- 
action between theory and practice and 
the impact of environmental factors on 
the development of accounting theory. 
The meeting, which will start at 7 p.m. 
for 7.30 p.m., will be held at “The 
Torrington Arms”, Lodge Lane, London 
Ni2. Further information is available 
from Mr A. L. Plumpton, F.c.a. Tel. 


OI-445 0242. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Technical Advisory Committee 


The 183rd meeting of the Technical 
Advisory Committee was held on March 
29th, at Chartered Accountants’ Hall. 
Present were: 


Mr J. A. P. Whinney (in the chair), Messrs 
T. Bailey, B. G. Blackborn, R. St J. Buller, 
P. J. Cavanna, L. H. Clark, I. F. H. Davison, 
N. J. Edwards, N. Cassleton Elliott, A. C. 
Essex, R. Firth, C. Fox, C. R. P. Goodwin, 
J. H. Hewitt, E. G. Hill, Halmer Hudson, 
A. P. Hughes, H. B. Huntington-Whiteley, 
F. R. Loader, R. Lovely, K. Mashford, D. 
Napper, E. R. Nicholson, R. D. Pearce, G. B. 
Pidsley, J. M. Pitts, C. R. Shaw, M. Sheppard, 
K. A. Sherwood, F. W. R. Stocks, G. 
Thompson, G. H. Vieler, R. F. Watkins and 
E. Watts, with Mr G. A. Slator, Secretary to 
the Committee. 


Mr G. N. Hunter attended by invitation. 


Matters considered 

Technical matters considered included: 
Proposed SSAP (EDg) “Accounting 
Treatment of Grants under the Industry 
Act 1972’, and revision of Statement S4: 
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“Reports on Accounts of Sole Traders 
and Partnerships’. 


Future meetings 
It was noted that meetings of the com- 
mittee had been arranged for 2.15 p.m. 
on May 31st, July 12th, October 11th, 
December 6th. 


ANNOTATED TAX CASES 


Part 2 of Volume 51 of the Annotated 
Tax Cases, edited by Mr Peter Rees, 
Q.C., assisted by Mr John Gardiner, 
Barrister, to be published shortly, con- 
tains reports, with notes on the judgments, 
of the following cases: 

Bamford v. A.T.A. Advertising Ltd 
(ChD); Coren v. Keighley (ChD); Lucas v. 
Cattell (ChD); James v. Pope (ChD); 
Banning v. Wright (HL); R. v. Havering 
Commissioners, ex parte Knight (QBD); 
Steiner v. CIR (ChD); Turner v. Follett 
(ChD); Bonar Law v. Coburn (ChD); 
Speck v. Morton (ChD). 

The annual subscription to the Anno- 
tated Tax Cases is £5 post free, and the 
publishers are Gee & Co (Publishers) 
Ltd, 151 Strand, London WC2R 1JJ. 


p TRENT a 5 
THE ACCOUNTANTS CHRISTIAN FELLOWSHIP 


Annual General Meeting 


At the annual general meeting of the 
Fellowship in March the recent sudden 
death of Mr Robert Ewan, F.c.a., who was 
to have been proposed as continuing 
chairman for 1973-74, made it necessary 
to refer the appointment for the Committee 
to deal with. The other officers elected 
were Secretary, Mr Allan Plumpton, 
F.C.A.; Treasurer, Mr Peter Ridge, 
A.C.A.; Auditor, Mr Noel Davson, F.C.A.; 
Committee members, Messrs Barclay 
Adams, F.C.A.; Eric Braddy, F.c.a.; 
Lewis Camm, A.LA.c.; Rodney Curtis 
(student) and Philips Ebbs, A.C.A. 

The Chairman’s report approved at 
the meeting, revealed that possibilities 
were being explored of forming branches 
of the Fellowship in Manchester and 
elsewhere in the country. Twenty-six new 
members had joined in 1972, total mem- 
bership at the end of the year being 429. 

At the following discussion meeting 
on “Dealing with Things’, the chair was 


taken by Mr Peter Ridge, A.C.A. Opening 
the discussion, Mr David Rivett, FCA., 
set out what appeared to be the cir- 
cumstances of life that were common 
throughout the western world at this 
time; (1) a materialistic society, aiming 
for comfort, enjoyment, happiness and 
security through the acquisition of 
riches; (2) the wide differences of wealth 
between individuals, especially between 
certain nations; (3) the accountant’s 
function as a guardian of man’s wealth. 
The fact that there was a very active 
spiritual background to one’s daily work 
and lives was crowded out by the physical 
factors. The Bible contained many 
references to this tendency and the ills 
which result from it. The immediate 
problems for the Christian accountant 
were, first, his answers to his own 
problems of acquiring and spending 
wealth ; secondly, his attitude towards the 
clients he advised on their wealth. 
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Slowly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the picture is more than just 
another building. It is the new home of the 
Stock Exchange, es seen from the steps of 
the two hundred year old Mansion House. 
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The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of 
converting them into the printed page, for books on every conceivable subject, periodicals, 


reports and accounts, catalogues and directories. 


London 
Rochester 


Staples 
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mw True, there’s a State retirement 
pension. But it’s pretty basic. That’s 
why the Government encourages you 
to add your own company scheme. If 
you don’t have a good scheme by 
April 1975, it will cost you and your 
employees the extra State Reserve 
Scheme pension contributions. 

Come to Norwich Union. We'll 
help you make the best possible 
arrangement both for your company 
and your employees. 

With assets of £1000 million and a 
vast pension schemes business, we 
have all the up-to-date skills to deal 
with every technicality. At each of our 
branches there is a highly trained 
Pensions Consultant. Here are four 
ways he can help you:— 


NORWICH UNION INSURANCE GROUP 


BRANCH PENSIONS CONSULTANTS 


Belfast 43441 J. T. Spence 
Birmingham 021-236 7030 F. W. Wyatt 
Brighton 25831 K. G. Jackson 

Bristol 294901 J. H. Saberton 
Cambridge 61144 P. M. E. Jones 
Cardiff 41351 D. E. Everitt 
Chelmsford 64711 R. Rowlinson 
Edinburgh 031-556 2581 P. A. Usher 
Glasgow 041-248 2811 H. M. Taylor 
Hull 20862 D. Subden 

Ipswich 213721 E. J. Ramsay 

Leeds 36381 J. W. Carr 

Leicester 29081 L. H. S. Nunn 
Liverpool 051-227 4288 R. H. Ashworth 
London City 01-623 2575 J. K. Wilson 
London West End01-493 8030 F. E. Hulland 


he NorwichWay - 


«  . todotherightthing 
: by your employees, 


1 By offering advice on the best 
pension scheme for your company. 


2 By explaining everything to your 
employees face to face. 


d By dealing on your behalf with the 


^ Tax Office to get maximum tax benefits. 


4 By explaining how Norwich Union's 
exceptional documentation service 
will save your company a load of work. 
We recommend that you read our 
booklet ' Strategy for Pensions the 
Norwich Way ’. Your nearest Norwich 
Union Pensions Consultant will send you 
a copy — you'll find him in the list below. 
Why not call him in to look at your 
company's needs, with your insurance 
broker too, if you wish? 
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London Fleet St. 01-353 7181 M. O'Reilly 
London South 01-686 5522 J. R. Agate 
Enfield 01-366 1199 J. J. Joseph 

Romford 45801 W. P. Lilley 

Kingston 01-546 7276 B. J. E. Gallen 
Watford 28525 I. R. Meston 

Maidstone 54228 J. C. Jones 

Manchester 061-832 4334 K. J. Verney 
Newcastle Upon Tyne 610871 D. G. Boothby 
Norwich 60122 R. W. J. Shearing 
Nottingham 40711 R. W. Goldson 
Plymouth 60251 P. E. Briggs 

Preston 57995 R. J. Culley 

Reading 583644 D. H. Court 

Sheffield 23052 B. F. Waring 
Southampton 34272 B. J. V. Matthews 
Wolverhampton 27545 G. L. J. Miatt 
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"Leek and who?" 


"Leek and Westbourne, of course. One of linked to the Royal Insurance Group. Again, a 
the biggest building societies. They know how high yield, with an endowmentassurance policy 
to look after people's money and, provide some- built-in. You've the S.A. Y.E. Scheme. Save for 
thing for everyone.” five years, collect a tax-free bonus equal to one 

How?" year's savings. Leave it all untouched for two 

"Take their General Investment Account, more years, and another bonus! 
for a start. You get 6.50% interest, that's 9.28% Impressed ?” 
gross. Ortheir Regular Savings Scheme. Sub- "Marvellous ! These Leek and Westbourne 
scribe from £1 monthly to £30, (£60, if your people sound very useful. I'd like to hear more. 
wife joins in), and your interest is 796, 1096 gross. especially as you're the expert.” 

Still 7%, even if you opt out before the full term.” "Drop in tomorrow. I'll give you all the 

"That's pretty good. Is that all ?” details and latest figures then. They're very 

“Oh no! You've Savings Bonds, they are impressive.” 


All interest rates spoken of here apply to a basic rate income tax of 30% 
A safe name to investin... 


Leek and Westbourne 


BUILDING SOCIETY 


Member of The Building Societies Association. Authorised for Investment by Trustees 
Chief Office: Newton House, Leek, Staffs. STI3 SRG. Tel: Leek 435] 


151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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True and Fair in Europe 


HIS week's statement of recommendations by the EEC 

Accountants’ Study Group — the Groupe d'étude — on 
the proposed fourth directive has already been hailed as a 
major advance towards agreement on common reporting 
standards. Significant British influence is discernible in 
the proposed alternative text of article 2 (2) — "The annual 
accounts shall give a true and fair view of the assets and 
liabilities, financial position and results of the company” — 
in place of the original “as accurate a view as possible”. 
Further, and while recognizing that groups of companies 
will form the subject of a separate (fifth) draft directive, 
the accountants favour the principle of presentation of 
consolidated accounts, at least by companies having 
material subsidiaries. 

A number of changes are apparent in section 7 (articles 
28 to 39), comprising the notorious ‘valuation rules’ which 
have already been attacked as inflexible and of doubtful 
validity, at least to a significant body of UR opinion. In 
article 28, the accountants want member states to ensure 
that accounts are prepared “on the basis that the company is 
regarded as a going concern for the foreseeable future’ ; that 
revenue and costs must be accrued and dealt with in the 
period to which they relate, irrespective of the date of pay- 
ment or receipt; and that ‘the prudence principle, which 
underlies all valuation rules, must always prevail’. There is 
also an amendment of some substance proposed in article 
28 (2), where the accountants would permit departure from 
general principles in ‘justified’ rather than ‘exceptional’ 
cases; a further safeguard is to be provided by the proposal 
that, where this clause is relied on, a justification as well as 
an assessment of the effects shall be provided in the notes 
to the accounts. 

United Kingdom influence is also discernible in the 
recommendation to permit, within the terms of article 31, 
valuation of investments in associated companies on the 
basis of those companies’ net asset values. Unlike the UK 
position, however, this method is still to be regarded as 
an exception rather than as standard practice; and, where 
it is applied, it would be necessary, in the accountants’ 


view, to point this out in the notes together with an indi- 
cation of the items concerned. 

The present text of article 33 (c) (aa) — ‘Value adjust- 
ments may be made in respect of the items of fixed assets 
. . . so that they are valued at the lowest figure attributable 
to them’ — has evidently been found unacceptably vague 
and permissive. In its place, the Groupe d'étude would 
supply: ‘Value adjustments must be made in respect of 
items of fixed assets, whether or not their useful life is 
limited, so as to restate them at a lower value at the balance 
sheet date, if it is foreseen that the depreciation is 
permanent.’ There is also a proposed amendment to permit 
investments ‘and other fixed assets of a financial nature’ 
to be restated at the lower of net asset value or market 
value—a point on which the present draft article 33 is 
silent. 

A note of precision is introduced into the present per- 
mission, in article 33 (4), to capitalize interest incurred in 
financing the manufacture of fixed assets. ‘The accountants 
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wish to make it clear that interest on the company's own 
capital is not to be regarded as within the principle. 
Among other specific recommendations the accountants 
desire to make clear that responsibility for a company's 
accounts rests with its directors; and suggest in place of 
persons 'authorized by the law of the country to audit 
accounts' (article 46) that statutory auditors should be 
persons (pursuant to the directive yet to be promulgated on 
the administration and audit of public companies) who 'are 
qualified to audit the accounts of companies which are 
quoted on the stock exchange'. A topical note is struck by 
the comment that "There is a need for historic cost 
accounts to be supplemented with price-level adjusted 
statements, and the methods should not be restricted 
— as in the directive — to replacement cost accounting.’ 
Finally, in recognition of the fact that economic life is a 


process of continuous evolvement, the accountants remark 
that ‘the directive can only provide a basis for the harmoni- 
zation of the present situation and will have to be reviewed 
and altered at regular intervals’. With this in mind, they 
call for establishment of a liaison group of representatives 
of the EEC Commission; national authorities; financial, 
commercial and industrial organizations; and the account- 
ancy profession. 

An early task foreseen for such a group would be to 
assist in the progressive development of comparability of 
financial statements. While Britain may not hold a monopoly 
of virtue in all respects, it must be admitted that com- 
parability has not hitherto been a strong feature of financial 
reporting in those countries where the contents of the 
annual accounts have been dictated by legal and fiscal, 
rather than commercial, considerations. 


Are Tax Credits Worth While? 


pl is no coincidence that the problems of raising revenue 

by direct taxation dovetail into those of ensuring that the 
poorest members of the population, working men especially, 
are in a position to maintain at least minimum standards of 
livelihood. The close of the eighteenth century saw not only 
the introduction of income tax, but also of the Speenham- 
land system, which from small beginnings at the place of 
that name spread through England. The system provided 
what were in substance family allowances and family 
income supplements related to the cost of living, financed 
by local taxation and designed to provide a minimum work- 
ing wage. 

The abandonment of that system I4O years ago was 
prompted by its economic ill-effects, notably the reluctance 
of employers to pay adequate wages. The ghost of 
Speenhamland stalks modern schemes of social security and 
caused the operation of the wage stop, designed to prevent 
workers being discouraged from working through fear of a 
consequent drop in net income. The coalescence of social 
security and tax problems is illustrated by the comments 
_ of the Secretary of State for Social Services in the Budget 
_ debate when he pointed out that if an increase in family 
allowances were accompanied by clawback, then virtually 
every family man earning wages would find himself paying 
direct taxes. 

Problems of this nature occupied the attention of the 
Inter-departmental Tax Credit Study Group whose 
memorandum was recently before the Select Committee 
which has been active since the end of last year. A major 
preoccupation was the possible scope for a reduced rate 
of tax such as has only recently been jettisoned. The 
memorandum examines a number of points on which the 
proposed scheme has been the subject of criticism and 
emphasizes the inadequacy of a tax collection system as a 


medium for relieving those who by definition are outside its 
scope. Particular mention is made of the public dislike for 
clawback arrangements which are an inseparable feature of 
income-related allowances and of the hostility to marginal 
relief which tends to appear as an inexplicable extra burden. 

Some valuable evidence of a factual character in this 
context is found in publication No. 4 of the Institute for 
Fiscal Studies? which plots the pattern of net income 
among households differently constituted and relates it to 
the gross income before the impact of transfer payments in 
either direction. 

One objection taken to the Green Paper proposals has 
been that the employee's national insurance contributions 
are not to be merged with the payment of income tax. The 
answer given is that the benefits scheme is intended to 
retain its self-contained contributory character, despite 
such factors as flat-rate benefits and state aid. 

From an administrative viewpoint the use of the pay 
packet as a tax base offers great convenience to everyone 
except the employer. However, the overlapping burden of 
income tax, graduated insurance contributions, private 
pension contributions or State reserve scheme percentages, 
flat-rate insurance contributions, alimony and debt collec- 
tion obligations may in the end create a climate such as that 
which in the building industry has driven many workers to 
shirk employed status. 

Attention has been drawn to the tax systems in Australia 
and the United States where a year-end tax refund has 
served to rectify the overpayments of tax inherent in a non- 
cumulative self-assessment payment scheme. It is thought, 
however, that outside the United Kingdom there may be 
a degree of tolerance of practical inequalities in the tax 


* Impact of Tax Changes on Income Distribution, March 1973, by 


Professor C. V. Brown (£1:20). 
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urden as between one taxpayer and another similarly 
ituated which would not be acceptable in the finely- 
alanced structure found in Britain. 

A critical point concerns the level at which child credits 
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between those in the same family circumstances but with 
different incomes, and went on to say that an equitable 
tax system also demanded ‘horizontal’ relativity of liability 
to pay as between taxpayers with the same incomes but 
different family responsibilities. 


re to be fixed in the proposed scheme. Although designed 
o reflect the highest existing tax and family allowances, 
hey fall short of subsistence requirements. An increase 
inanced by the clawback principle would deny the hitherto 
undamental proposition that a taxpayer's capacity to pay 
The Study Group 


-eferred to the ‘vertical’ relativity in incidence of tax 


is less if he has children to support. 


ments, 
personal subsidies. 


'The proceedings in the Select Committee offer a unique 
opportunity for all concerned to appraise the significance 
of the various alternatives before irrevocable decisions are 
taken on the future pattern of means-tested transfer pay- 
whether described as reliefs from taxation Or 
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Presidents Rally at 


Felixstowe 


Te Institute of Chartered Ac- 
countants in England and Wales 
“has recovered from what 1 can only 
describe as the setback of the failure of 
integration”, Mr D. S. Morpeth, T.D., 
B.COM., F.C.A., President of the Insti- 
tute, declared last week. Mr Morpeth 
and two of his fellow-Presidents, Mr 
C. H. Nicholson, F.C.A., of the Irish 
Institute, and Mr W. 5. Bowdell, 
B.SC.(ECON.), F.I.M.T.A., of the Institute 
of Municipal Treasurers and Account- 
ants, were guests of Mr F. S. Grindrod 
O.B.E., F.C.A., F.I.M.T.A., and the East 
Anglian Society of Chartered Ac- 
countants at the Society’s annual 
dinner, held in Felixstowe. 

It fell to Mr Nicholson to propose 
the toast of The Institute of Chartered 
Accountants in England and Wales. 
In his speech, he took opportunity to 
compare company law in the UK with 
that in the continental EEC countries. 
Continental law, he suggested, lacked 
flexibility. He hoped that the concept 
of the “true and fair view” would 
prevail, so that accounts would be 
presented as fully and as free from 
ambiguity as possible. 

Mr Morpeth, in his reply, said that 
formation of the Accounting Stand- 
ards Steering Committee had done 
much to stem the mounting tide of 
criticism of company accounts and the 
auditors' role. There were, however, 
clear problems which must still be 
faced, and he outlined as priorities 
for the next few years (i) increased 
standards of technical ability; (11) 


development of the Institute's tech- 
nical directorate to advance accounting 
thought and practice; and (iii) de- 
velopment of the Institute’s inter- 
national role. The theme of his year 
of office as President had been that 
“The world is changing around us so 
fast that we cannot afford to stand 
still.’ 

Entry into Europe had enlarged the 
UK profession’s horizon, and would 
make its members re-think many of 
their set ways. Much had been done, 
through membership of the account- 
ants’ Groupe d'étude, towards harmoni- 


Mr F. S. Grindrod, President of the Eas 


zation of views, although to achieve 
positive action would obviously need 
compromises from all. Accountants in 
Britain could hold their heads high 
about their quality, but it could not 
pass unnoticed that Britain also had 
the most unrationalized accountancy 
profession in Europe. In such a con- 
text, there was an increasing need for 
the major UK bodies to speak with a 
united voice in areas where their 
interests overlapped. 

Mr Morpeth also dropped a plain 
hint that members of the English 
Institute might find the 1972 report 
and accounts more pleasant reading 
than had been the case with some of 
their predecessors. The accounts, he 
said, would be showing a substantial 
surplus, and the Institute's head- 
quarters had won wide acclaim as a 
far-sighted investment. 





t Anglian Society, centre, flanked by his distinguished 


guests. On his right, Mr D. S. Morpeth, President of The Institute of Chartered Accountants in 
England and Wales, and on his left, Mr W. Bowdell, President of The Institute of Municipal 
Treasurers and Accountants, and Mr C. H. Nicholson, President of The Institute of Chartered 
Accountants in Ireland. Mr R. A. Cook, Vice-President of the Society, is on the left of the 


picture. 
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Registered Office Addresses 


N announcement issued by the 

Investigation Committee of The 
Institute of Chartered Accountants in 
England and Wales last December 
stated that only a professional firm's 
address should appear on the letter- 
heads of companies for which it 
provides registered office facilities, 
and that the inclusion of the firm's 
name would constitute an infringe- 
ment of the Institute's rules on per- 
sonal publicity (The Accountant, De- 
cember 28th, 1972). 

It appears, however, that there have 
now been second thoughts on the 
matter, and at its monthly meeting 
last week the Council of the Institute 
approved the following revised state- 
ment: 


Registered Addresses of Client C ompanies 


(a) Whilst a member acting in an 
independent professional capacity 
may not permit a client to show on 
his notepaper the name of the 
member or his firm, the provisions 
of section 9 (7) of the European 
Communities Act 1973 require that 


the registered address of a company 
shall appear on the company's 
notepaper. 


(b) Where, therefore: 


(1) the registered address of a com- 
pany is that of a member's 
office; and 

(ii) it is not possible adequately to 
describe the situation of the 
office unless the member's or the 
firm's name forms part of the 
registered address; 

then the member's or firm's name 

may appear as part of the registered 

address on the client's notepaper. 


(c) Use, as part of a registered address, 
of a description such as Chartered 
Accountants may not be permitted. 


(d) Where a member's or firm's name 
is currently part of the registered 
address of the company the mem- 
ber or members concerned should 
consider whether the two conditions 
mentioned above are, in fact, met 
and, if they are not, should require 
the company to amend its regis- 
tered address so as to omit the name 
of the member or firm. 





Names on the Notepaper 


EVELOPMENTS such as the 

creation of 'associates' and other 
categories (see for example, “When is 
a Partnership? , The Accountant, 
March 15th) have caused the Council 
of the English Institute to amplify its 
present rules on the description of 
persons whose names may be shown 
on the letterhead of a firm of char- 
tered accountants. The following state- 
ment has been issued following last 
week's meeting: 


‘Partners 


(a) Any person named on a firm’s 
letter heading is assumed to be a 
partner unless clearly otherwise 
described. 


“Associates 


. (b) The description “associate” may 
be used but if any person named 
as an associate is not a Chartered 
Accountant, the firm may not 


describe itself as Chartered Ac- 
countants. 


(c) Any firm which at the date hereof 
names, on its notepaper, as an 
associate any person who is not a 
Chartered Accountant, may con- 
tinue to describe itself as “Char- 
tered Accountants" so long as it 
would otherwise be entitled so to 
do. However, should a new asso- 
ciate, not being a Chartered Ac- 
countant be listed, the firm will no 
longer be permitted to describe 
itself as "Chartered Accountants". 


(d) A partner may not be described as 
an associate. 


‘Managers, etc. 


(e) Any person who is a manager may 
be named as such on the letter 
heading, whether or not he is a 
Chartered Accountant. Other per- 
missible ^ descriptions include 
"senior manager”, “principal man- 
ager" and “assistant accountant" ^ 
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St Dunstan's Secretary 
Retires 


ME I-BEIN DED men and women 
from all over the world con- 
tributed to a farewell presentation to 
Mr A. D. Lloyds, C.B.E., F.C.A., who 
retired as Secretary of St Dunstan's 
on March 31st. Making the presenta- 
tion of a silver tea and coffee service 
to Mr Lloyds (pictured below, left), Mr 
Walter Thornton paid tribute to the 
way in which he had sought individual 





contact with St Dunstan’s members, 
and had always been available to those 
who were seeking advice. 

Thanking his war-blinded friends, 
Mr Lloyds said: ‘I think what has 
impressed me most during my time 
at St Dunstan’s has been the increasing 
participation by St Dunstaners from 
all walks of life in a great variety of 
accomplishments such as taking part 
in community affairs, helping other 
handicapped persons, following some 
interesting sport or hobby, mastering 
a difficult job and in many other ways. 

I have enjoyed every minute of my 
time at St Dunstan’s. It has been a 
great privilege to work for and to be 
part of such an organization.’ 


Questions in Parliament 


ARLY judgements on the success 

or failure of VAT are sought by 
MPs next week in questions which 
have been put down to the Secretary of 
State for "Trade and Industry and to 
the Chancellor. The first blow falls to 
Mrs Sally Oppenheim (Gloucester, 
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What can I do 
at my age, to help 


old people in need? 


(Mrs Williams, now 78, talks 
to Mr Reed, her accountant) 


Mrs W. I know what it's like to be old and 
lonely, even though I have a kind family, a home 
and enough to eat. But Pve read about old 
people with no proper homes, struggling along 
in damp, awful rooms, without heating or warm 
food, or even an inside toilet. Surely I can do 
something to help them ? 


Mr R. Well, I know you're not strong enough 
to visit them and climb up dark, rickety stairs, 
which cut so many of these old people off from 
the world. But, Help the Aged is doing the sort 
of practical job you'd appreciate. Rehousing 
these old people in modern, self-contained flats 
of their own. Where they can be independent, 
and yet cared for if they need help. Of course 
it’s a big job and Help the Aged are dependent 
on the support of people like yourself to do it. 


Mrs W. Do you mean that a contribution 
from me could really make a difference? 


Mr R. Yes. The reason a lot of well-known 
people support Help the Aged is that a small 
gift can go quite a long way towards helping the 
300,000 old people who are desperately in need 
of care and housing. 


Mrs W. But I can't afford to give a lot of 
money. Would £30 or £40 accomplish anything ? 


Mr R. A lot. About £800 worth of new 
housing for old people in fact. That's because 
Help the Aged use official loans which multiply 
the value of each gift 20 times over. In my 
experience as an accountant, I can't think of 
any better value from a gift; not only is your 
money multiplied, but it goes on giving happi- 
ness, perpetuating your generosity over many 
years. For £150, you can name a flat in memory 
of someone dear to you, and £250 names a 
double flat in a Help the Aged Housing Scheme. 


If your clients would like to help distressed, 
helpless old people, and show that some goodness 
is at work in the world, please remember the value 
of covenants and legacies. An annual report will 
be gladly sent on request. 


Hon. Treasurer, Rt Hon. Lord Maybray-King 
Help the Aged, Room TA2 
8 Denman Street 
London W1A 2AP 


COUNTER 


“WITH THE GOVERNMENT LOOKING OVER THEIR 
SHOULDERS, THE PRESSURE WILL BE ON MANAGE- 
MENT ACCOUNTANTS TO PRODUCE NEW TYPES OF 
INFORMATION TO SATISFY THE PAY AND PRICES 


CODE.' 
— MANAGEMENT ACCOUNTING, APRIL 


ON FRIDAY 
JUNE 8 


The ICMA is staging a one-day 
conference at the Connaught Rooms, 
London WC2, on 





MANAGEMENT ACCOUNTING ASPECTS OF 


WITH 


ADRIAN 
CADBURY 


VICTOR 
FEATHER 


RT HON CHRISTOPHER 
CHATAWAY 


PROF MICHAEL 
BROMWICH 


IAN 
MORROW 


BOOK NOW! The £16:50 fee includes VAT, 
morning coffee, lunch and afternoon tea. 


APPLICATIONS to: P Q E Secretary, Insti- 
tute of Cost and Management Accountants, 
63 Portland Place, London W1N 4AB. Tele- 
phone 01-637 4716, ext. 60 or 64. 


NON-MEMBERS WILL ALSO BE WELCOME 
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Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase 


in bonus on their Personal Pension Bonds. 


As a result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2% per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
per annum plus vesting bonus of 2 % per annum). The 
interim bonus also continues to be added after the 


pension has commenced. 






Increasing annually 





Pension at 65 


Total Pension of: 













Total 
Guarenteed | Pension at 
Basic 65 with 
Pension | estimated 
bonus 









Age next At age 70 | At age 75 
birthday 


at entry 






9743 
6350 
4867 
3327 
2233 
2055 
1887 
1730 
1582 
1442 
1311 
1189 
1074 
966 
866 
772 
685 
604 
529 
459 
394 
335 
280 
230 
184 





Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% perannum and an 
additional vesting bonus of £2% per annum. 


by interim bonus Cash option at 
additions to produce a pension age 


Tax-Free 
Cash Sum 


If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 






























Adjusted 
Total 
Pension 
at age 65 


£ 
3247 
2316 
1622 
1109 
744 
684 
628 
576 
527 
480 
437 
396 
358 
322 
288 
257 
228 
201 
176 
152 
131 
111 
93 
16 
61 

















































Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 


¡ TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299,061-624 9955. 


Scottish Office: 6 York Place Edinburgh 1. Tel: 031-556 3895 


Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 


-l 
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Jon.) who will ask how many com- 
jlaints the DTI has received from 
nembers of the public, alleging un- 
ustified price rises since introduction 
f VAT. : 

On Thursday, Mr John Horam 
Gateshead West, Lab.) will take up 
he questioning, asking the Chancellor 
vhether he is satisfied with the way the 
ntroduction of VAT has worked in 
practice. Mr Robert Redmond (Bolton 
West, Con.) wants to know by what 
proportion direct taxation would have 
to increase to produce the same yield 


as VAT. 


Finance Bill Debate 


PEARHEADING the Opposition 

assault on the Finance Bill last 
week, Mr Joel Barnett, F.C.C.A., M.P. 
(Heywood and Royton, Lab.) called 
on the House of Commons to refuse 
a second reading ‘to a Bill which is 
irresponsible and irrelevant to the 
needs of the time’. Members of the 
Government, he said, had reversed the 
policies on which they were elected; 
they had increased public expenditure, 
increased the number of civil servants, 
made home ownership virtually im- 


~ 





Mr Joel Barnett, F.C.C.A., M.P. 


possible and reduced manufacturing 
investment. 

The Chancellor of the Exchequer, 
said Mr Barnett, should talk to some 
of the accountants who had to handle 
the affairs of small traders; this 
might help him to appreciate the 
revolution which had been created by 
the introduction of VAT. Restraint 
of VAT profiteering by weights and 


measures inspectors, as envisaged by 


ACCOUNTANT 


the Government, was not a practical 
proposition in the real world. 

Mr Barnett was followed by another 
accountant MP, Mr Michael Shaw, 
F.C.A. (Scarborough and Whitby, Con.) 
who claimed that the policies of the 
present Government had significantly 
increased, in real terms, both the 
standard of living and the ‘threshold’ 
figure at which income tax first 
became payable. The preparations and 
consultative procedures which had 
preceded the introduction of VAT 
were in marked contrast to the manner 
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in which completely new taxes had 
been sprung upon the public by 
previous administrations. 


Budget in Irish Republic 


qb Republic's new Coalition Gov- 
ernment has had a lucky break. 
Their first Budget, due sometime in 
May, was expected to prove embar- 
rassing for them, but instead they 
have received a windfall. 

The potential ^ embarrassment 
stemmed from their pre-election 
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Investment Income Surcharge 
on Discretionary Trusts 


HE Finance Bill at present before 

Parliament provides in clauses 15 
and 16, that as from April 6th, 1973, 
the income of certain accumulation 
and discretionary trusts is to be subject 
to the investment income surcharge of 
15 per cent in addition to the basic 
rate of income tax of 30 per cent, and 
that tax is to be deducted from in- 
come payments made to beneficiaries 
of such trusts at the aggregate of these 
two rates (45 per cent). The income to 
which the provisions apply is income 
which is to be accumulated or which is 
payable at the discretion of the trustees 
or any other person (whether or not 
the trustees have power to accumulate 
it), and includes sums apportioned to 
the trustees from a close company. 

In a statement issued last week-end, 
the Inland Revenue say that trustees 
will be required to account for the tax 
at 45 per cent deducted from payments 
made to beneficiaries, but only to the 
extent that it exceeds the tax suffered 
by the trustees on income arising to 
them in the year of assessment in 
which the distribution is made, or in a 
previous year of assessment, which has 
not been set off against tax on previous 
distributions. For this purpose income 
available to the trustees for distribution 
at the end of 1972-73 will be treated 
as having borne an average rate of tax 
of 40 per cent, that is, an amount of 
tax equal to two-thirds of the net 
amount of the income available for 
distribution at April sth, 1973. 

Trustees of trusts likely to be affected 
by the legislation, it is stated, may wish 
to keep in mind, in making distri- 
butions, their prospective liability — 


on the assumption that these provisions 
become law — to tax on income arising 
to them, and on distributions; and 
also the fact that in the hands of the 
beneficiaries payments will be treated 
as having suffered tax at 45 per cent. 
In the meantime, however, if, in 
accordance with past practice, interim 
claims to repayments of tax in respect 
of personal reliefs are made by persons 
who have received payments from such 
trusts, the repayment will be pro- 
visionally computed on the basis that 
the sums paid have borne tax at the 
basic rate of 30 per cent only. These 
claims will be re-examined after the 
Bill becomes law, and where appropri- 
ate additional repayment will then be 
made. 


Tax at the additional rate of 15 per | 


cent will normally become due and 
payable by trustees on July 6th follow- 
ing the end of the year of assessment in 
which relevant income arises to the 
trustees, and any tax for which 
trustees become accountable in respect 
of payments made by them will be 
payable on the same date. 

The Revenue state that the provi- 
sions do not apply to income in respect 
of which exemption from income tax 
may be claimed by the trustees under 
section 360 (charities) or section 208 
(approved superannuation funds) of 
the Income and Corporation Taxes 
Act 1970 or under section 21 (approved 
retirement schemes) of the Finance 
Act 1970. Nor do they apply where 
the income of a settlement falls to be 


treated as income of a settlor under © 


Part XVI of the Income and Corpora- 
tion Taxes Act 1970. 
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promises to the electorate to reduce 
substantially the burden of local rates, 
a concession which undoubtedly 
swung their way a considerable bundle 
of votes. In detail, the promises 
foreshadowed a reduction of 25 per 
cent yearly of the element in the rates 
referring to health services and housing 
subsidies. This change would be 
transferred to the central exchequer 
fund, which would also accept 100 
per cent of all future increases over 
and above the present figure. The 
total for 1973-74 was estimated at 
about £17 million. 

However, even the most unsophis- 
ticated citizen could see that the 
change merely envisaged carrying the 
cost in the national rather than in 
the local pocket, and a punitive 
Budget to make up the difference 
was freely predicted. The reverse 
now seems to be the case. 

Expectations were that a deficit 
of some £28 million in the Republic’s 
accounts was probable. Instead, the 
Exchequer returns just issued show 
total revenue up £37 million at £659 
million, and expenditure, at /664 
million, up £12 million. The deficit 
is therefore only some / million, 
leaving the Government scope to 
bring in a favourable Budget and 
give away some unforeseen but wel- 
come concessions to its taxpayers. 


Investment Grants Time 
Limits 
s limits for investment grant 
applications in respect of expendi- 
ture incurred in 1972—73 are specified 
in the Investment Grants Termina- 
tion (No. 3) Order, 1973. The dates 
and periods in question are as follows: 
It should be noted that before any 
grant is made in relation to expenditure 
incurred after October 26th, 1970, 
D'TI will require the application to 


be supported by forms IG/32 (or 


IG/33 in the case of ships) and the 
relevant evidence of contract. The 
Investment and Building Grants Act 
1971 precludes the payment of grant 
on applications not complying, or 


Expenditure incurred 
April 1st, 1972 — June 3oth, 1972 
July 1st, 1972 — September 3oth, 1972 


October rst, 1972 - December 31st, 1972 


January 1st, 1973 — March 31st, 1973 
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UU 
in the opinion of the Secretary of 
State not substantially complying, 
with any relevant direction. 

Full information to assist applica- 
cants in completing the prescribed 
forms is contained in the booklet 
Investment Grants: A Guide for In- 
dustry and in explanatory notes issued 
with each form. Copies of the forms, 
explanatory notes and the booklet 
may be obtained from the Regional 
Development Grants Offices whose 
addresses were published in The 
Accountant for March 29th. 


Audit Independence 
in Switzerland 


panorcghs formulated by a 
working party under the chair- 
manship of a Swiss federal judge, 
M Tschopp, for ensuring that auditors 
of limited companies shall be pro- 
fessionally qualified and independent 
of the company's management are 
criticised in a recent issue of Der 
Schweizer Treuhánder, official journal 
of the Swiss Treuhand- und Revisions- 
kammer. "The working party had pro- 
posed that effective surveillance of 
these essential conditions required the 
exercise of judicial powers, and there- 
fore that shareholders or creditors of 
the company should have a right to 
apply for revocation of the auditor's 
appointment. 

A contributor to the journal ques- 
tions the use which is likely to be made 
of this facility, at least in the smaller 
family companies. If, as he says, the 
members are in agreement, they may 
well accept an auditor who is neither 
qualified nor independent; and, where 
the members are at odds with one 
another, the choice of an auditor is 
likely to prove no more than a minor 
feature of their disputes. For the 
larger companies, qualified auditors 
are already the general rule, and the 
working party's proposals are likely 
to lead to little practical change. 

Further, if an application for re- 
vocation of the auditor's appointment 
is made, there is a question of how the 
court is to assess the capability of that 





Date before which 
application must be made 
January 1st, 1974 

April 1st, 1974 


July 1st, 1974 
October 1st, 1974 


Md VT ne fem AE WC ARTS 
ERE: AA pu nep HX d eoe ad 
Lom pet aN 





April 12th, 1973 


auditor; is he to be re-examined, or 
may the court call on the assistance 
of an assessor or of expert witnesses? 
One may envisage the situation in 
which the company would be left 
without an auditor for a considerable 
period of time, or confronted with an 
endless series of applications for 
revocation of successive auditors. 

M Marc-Antoine Schaub, author 
of these criticisms, would prefer 
to see eligibility for appointment as 
auditors restricted to persons holding 
an appropriate diploma. Persons 
appropriately qualified in other 
countries, such as chartered ac- 
countants in the UK or Wirtschafts- 
prüfer in Germany, should be admitted 
to the register on satisfactory com- 
pletion of a supplementary examina- 
tion in Swiss law. Registered practi- 
tioners should be required to hold 
professional indemnity insurance, and 
to refrain from simultaneously prac- 
tising any other profession. 


VAT and Schedule E 
NTRODUCTION of VAT will 


affect, in some instances, the amount 
of emoluments chargeable to income 
tax under Schedule E, and to which 
the PAYE procedure should be ap- 
plied. The main circumstances in 
which this situation will arise have 
been summarized in an announce- 
ment by the Inland Revenue, as 
follows : 


(1) Expenses incurred by employees and 
reimbursed by their employer 

The amount to be entered by an em- 
ployer on his return of expenses 
payments on forms P9D and P11D, or 
by an employee etc when claiming a 
deduction for expenses, should include 
any amount paid in respect of VAT, 
which is reimbursed, whether or not 
the employer may subsequently re- 
cover all or part of that VA'T by re- 
payment or set-off. 


(2) Benefits 

(a) Where the employer meets any 
pecuniary liability of an employee 
etc., the measure of the expenditure 
incurred by the employer should 
include any amounts payable in 
respect of VAT whether or not the 
employer may subsequently re- 
cover all or part of that VA'T by 
repayment or set-off. 


(b Where Chapter II, Part VIII, 


ICTA 1970 applies (i.e. employees 
remunerated at the rate of £2,000 
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a year or more, and directors), and 
the employer incurs expenditure 
in providing a benefit etc (including 
the use of an asset) for an employee 
etc., in arriving at the amount of 
that benefit (or in determining the 
annual value of the use of that 
asset) only the VAT ultimately 
borne by the employer should be 
taken into account. 


(3) Sums paid for services to certain 
professional persons 

Section 45 (3) of the Finance Act 1972 
provides that a person who, in the 
course of carrying on a trade, pro- 
fession or vocation, accepts an office, 
other than a public office, is subject 
to VAT in respect of any services 
supplied by him as the holder of the 
ofhce. 

Where the emoluments payable to 
such a person are subject to Schedule 
E tax, deductible under PAYE, and 
also to VAT, the emoluments to which 
PAYE is applied should not include 
the VAT element of any payment. 


It is anticipated that all of the 
relevant information will be available 
to the employer in the records which 
he will maintain for general VAT 
purposes. 


Canada's Auditor- 
General 


AR JAMES JOHNSON 
MACDONELL, F.c.a., of Mon- 
treal, has been appointed Auditor- 
General of Canada to succeed Mr A. 
Maxwell Henderson, O.B.E., F.C.A., 
who retired on March 24th on reach- 
ing the mandatory retirement age of 
65. Mr Macdonell will take over his 
new position on July 1st. From now 
until then Mr George A. Long, F.C.A., 
Assistant Auditor-General, will be 
acting head of the Audit Office. 

Mr Macdonell, aged 57, is senior 
partner in Price Waterhouse Associates 
and was chosen by the Government 
after consultation with senior partners 
of five accounting firms across Canada. 
He was with Canadian Industries Ltd 
from 1937 to 1945 before moving to 
Price Waterhouse, and was elected 
senior partner in 1968. 

In the course of a distinguished 
career he has served the profession 
in many capacities, notably from 1954 
to 1956 as chairman of the Canadian 
Institute's Committee on Publications 
at a crucial time in the development of 
the Canadian Chartered Accountant. 
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Mr Henderson's retirement ends 13 
years as Auditor-General of Canada. 
Those in similar positions around the 
world will recall attending the Seventh 
Congress of the International Organi- 
zation of Supreme Audit Institutions 
(INTOSAT) held in Montreal in Sep- 
tember 1971, when 88 countries were 
represented and Mr Henderson was 
elected President of this world body 
for a three-year term. 

Beyond his work on the ‘home front’, 
Mr Henderson and his audit staff have 
devoted much time to international 
assignments. As the external auditor 
of the International Civil Aviation 
Organization, the United Nations 
specialized agency in Canada, Mr 
Henderson has been a member and 
chairman of the Panel of External 
Auditors of the United Nations and 
the Specialized Agencies for many 
years. In 1966-67 the Government 
nominated the Auditor-General of 
Canada to serve on the Board of Audi- 
tors of the United Nations itself. 


Legal Assessor for 
Rolls-Royce 


HE disputed availability of tax 

losses of the former Rolls-Royce 
company remains a major factor in the 
settlement of proceedings currently 
pending between Rolls-Royce (1971) 
Ltd and Mr Rupert Nicholson, F.C.A., 
receiver of the former company. 
Rolls (1971) has argued that, in 
determining a fair price to be paid 
by a willing buyer, the tax losses of 
the old company are irrelevant. 

After successive postponements, 
hearings before the independent ex- 
pert (Mr W. E. Parker, C.B.E., F.C.A., 
The Accountant, May 4th, 1972) to 
determine the compensation issue are 
expected to begin next month, in 
private. It was announced in the 
High Court last week that Mr Parker 
is to have the assistance of a legal 
assessor — probably a present or 
retired High Court judge or senior 
QC — in determining the tax loss issue 
and any other points of law which may 
arise during the proceedings. 

After considering the parties” sub- 
missions, Mr Parker's award will be 
given in the form of a price and 
without reasons. The availability of a 
legal assessor for consultation on all 
points of law avoids the prospect of 
protracted Court proceedings. 
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Showing the Flag 


TS? essence of professionalism lies 
in the idea of service, Sir Frederick 
Catherwood, M.A., F.C.A., declared 
last week. Speaking at the annual 
Cutlers’ Feast in Sheffield, he said: 
"We not only need to raise the flag 
of professionalism so that every citizen 
can see it; we need to write a new 
constitution so that the meaning of the 
flag can be explained.’ 

Britain today needed a code for 





sir Frederick Catherwood 


professional management, and in his 
view an industrial society would 
accept leadership only from those who 
were publicly dedicated to serve it. 
Only this dedication would give man- 
agement the moral authority to fulfil 
“the immense and unprecedented 
responsibilities! which it now had to 
bear. 

'The role of the professional manager 
was to reconcile the conflicting in- 
terests of those whom he served; 
without the highest standards of 
integrity, it would be impossible for 
him to function. 

‘If management did not have these 
professional standards”, Sir Frederick 
continued, “it would not be trusted 
with hundreds of millions of pounds; 
customers would not trust their lives 


to its products, new generations of - 
students would not trust their careers 


to its care, and workers would not 
trust its promises across the negotiating 
table. Professional management exists, 


it is effective, it contains the vital - 


ingredient of trust which oils the 
working of an industrial society; but 
its professionalism is concealed behind 
the confused conflict of irrelevant 
ideologies and will not make any public 
impact unless it can be presented in 
terms of service to the community.’ 
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Standard Dividend 
Warrants 


HE British Standard for dividend 

and interest warrants has success- 
fully established an accepted layout, 
ensuring that information is always 
to be found in the same position 
whatever the source of the document. 
This standard, BS3723 Dividend and 
interest warrants and related tax 
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vouchers, has just been revised, taking 
into account changes which legislation 
and other developments have made 
necessary. 

The standardized layouts now in- 
clude payment numbers and security 
code (SEDOL) numbers allocated by 
the Stock Exchange. Two versions of 
the tax voucher show how it is printed 
(i) by computer, and (ii) by a keyboard 
accounting machine. A new form of 
tax voucher for qualifying distribu- 
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tions made by UK companies has 


been incorporated in view of the new 
system of taxation effective from April 
6th, 1973. Other changes are the 
addition of a definitions section, pro- 
vision for the use of standard DL 
window envelopes and the use of 
metric units, 

Copies of the revised BS3723 are 
available from BSI Sales Branch, 
101 Pentonville Road, London Nr 
9ND, price £1. 





THIS IS MY LIFE 


Drawing the Line 


by An Industrious Accountant 


TRE new chairman pointed to a magazine article which 
waflled about three direct subordinates being the 
maximum which an executive could handle with efficiency. 
With gleaming eyes he asked for my opinion. His next 
question could be seen coming a mile off, so I answered 
bluntly that the author was obviously daft; such matters 
depended on the local circumstances. 

Three minutes later he was drawing on his wallchart 
a horizontal line surmounted by a blob (me) and with 
several vertical lines dangling beneath. My organization, 
please, he requested. 

The financial accountants went on the right, with res- 
ponsibilities for all the usual accounts, cash flows, tax and 
so on, I explained, and he scribbled little initials in red. 
Next came the office manager, with junior staff, equipment 
and so on; he got blue initials. Third was Costs, with 
budgets for expenses, construction work and such like, 
outlined distinctively in green. The chairman looked round 
with a blandly triumphant expression. 

The F/A, I continued, recorded the pension fund invest- 
ments, transactions in which he reported individually to 
the managing director, who plays the stock market. He 
also supervises our registrar, who advises the deputy- 
chairman of changes in our own shareholdings, because 
that director controls several family holdings. The chair- 
man drew two brisk red lines and nodded meaningfully. 

The O/M, I went on, reported direct to the chairman 
on our charitable donations fund and to Scotty on canteen 
costs — this being a fall-out of our recent Customers’ 
Restaurant establishment. The chairman drew two blue 
lines pointing upwards, but somehow his hand moved 
slowly. 

Costs carried the function of reporting on budget 
variances to all directors; he also produced detailed 
analyses of capital construction expenditure, our new 


wing, lift-shafts, loading bay, etc., for the deputy-c. The 
E/A, who was in charge of payroll, also furnished statistics 
of overtime, absenteeism, and pension escalations to 
Prinny as personnel director. The chairman drew some 
more red and green lines, but a premonitory shiver shook 
him. 

The internal auditor had been seconded to handle the 
computer study, about whose progress he sent copy 
reports direct to the M/D and to Scotty, I said, and yellow 
marks appeared on the chart. The departmental ac- 
countant normally sent analyses to the salesmen, but this 
function was tapering off and we'd asked him to do a 
special study on the new occupational pensions legislation 
for Prinny. The credit controller had a dual responsibility, 
of course, only reporting to me on special cases, so naturally 
I couldn't accept him fully. In audit, legal and insurance 
matters there were outside contacts. . . . 

The chairman's purple crayon broke suddenly. Against 
the colourful background he looked like an exhausted fly 
trapped in the spider's parlour. Wordlessly, he dropped 
the magazine in his waste-paper basket. 
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SET TIME LIMITS 
FOR REFUND 








Selective Employment Tax 
ended on 1 April 1973. 


The company or clients you work for may be 
eligible for a refund of S.E.T., if they are employers 
included in any of the categories listed below. 


But they must be registered before they can 
claim refund. 


All applications for registration must 
be in not later than 30 June 1973. 


So, if you believe that your company or clients are 
eligibleforanS.E.T.refund,andthey have not already 
registered, you should make sure that action is 
taken right away. 


This is where to apply for details of registration: 


i. Employers in manufacturing, transport, 
fishing or extractive industries should apply 
to the nearest Employment Office of the 
Department of Employment. 


ii. Employers in agriculture, horticulture or 
forestry in England and Wales should apply 
to the nearest Divisional Office, Ministry of 
Agriculture, Fisheries and Food; and in 
Scotland to the Department of Agriculture 
and Fisheries for Scotland, Edinburgh. 


Once they are registered, refund may be claimed. 
But there is still another deadline to meet: claims 
for refund must be in not later than 


30 September 1973, or within three months of 


acceptance on the register (whichever is later). 


So, don't let your company or clients miss their 
chance of S.E.T. refund. First, make sure they 
apply for registration in time. Then, as soon as 
they are registered, see that they claim refund $ 
without delay. d 


For details of S. E. T. refund deadlines, $2 
get the leaflet SEPL. 17, *Final Refunds X 
of Selective Employment Tax”, from any $ 
Employment Office of the Department $ 
of Employment. 


Right of Appeal to an 
Industrial Tribunal. 


There are now time limits on the right of 
appeal to an industrial tribunal. 
Further information is in leaflet SEPL. 17. 


SPECIAL NOTE FOR CHARITIES 

England & Wales. Any charity wishing to 
claim refund of tax for the first time should apply not 
later than 30 June 1973 to the Charity Commission 
or the Department of Education and Science for 

a) registration as a charity under the 

Charities Act 1960. 
or b)acertificate of charitable status under the 

Selective Employment Payments Act 1966 if 

the charity is not required to register under 

the Charities Act. 

Scotland. Any charity wishing to claim refund 
of tax for the first time should apply not later than 
30 June 1973 to the Scottish Home and Health 
Department, Edinburgh for a certificate of charitable 
status within the meaning of the Income Tax Acts. ec 

Claims for refund must be made to the nearest 
Employment Office of the Department of 
Employment. 


PART-TIME, 
DOMESTIC EMPLOYEES, 
EMPLOYEES ABROAD OR OVER 65 


Any employer not eligible for registration who 
wishes to claim refund or partial refund of tax from 
the Department of Health and Social Security for 
part-time employees, employees aged 65 or over, 
domestic or nursing help in certain private 
households, or employees abroad, must ensure that 
his claim is received by the Department of Health 
and Social Security by 30 September 1973. Leaflet 
SEPL. 17 is also available at Social Security 
Offices and gives further information X 
about these claims. » 
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We exaggerate, of course. But it does illustrate our point that one 
doesn't have to go to extremes in the quest for industrial or 
commercial property. Not when it's so easy to contact an organisation 
which has specialised in such property for nearly 120 years. 

Maybe we have just the site, or the building, you're looking for. 


And much nearer home. EDWARD RUSHTON SON & KENYON 


v. Industrial Estate Agents and Auctioneers 
se A ve^ Kings Court, Exchange St Manchester M2 3A X. Tel: 061-834 1814 
oe 2 Duncan Terrace, City Road, London N1 8BZ. 
Tel: 01-278 6951. 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 





was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 







Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business: his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 








Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 






40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 
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EPRESENTATIVES from every 

continent of the world’ were welcomed 
to the Beveridge Hall of London Uni- 
versity last Friday by Professor J. N. D. 
Anderson, O.B.E., LL.D., F.B.A., director 
of the university's Institute of Advanced 
Legal Studies. An impressive panel of 
leading experts from both sides of the 
Atlantic had been assembled for this two- 


Professor J. N. D. Anderson 


day course on “Trends in Investor 
Protection”, under the co-chairmanship of 
Professor L. C. B. Gower, Vice-Chan- 
cellor of Southampton University, and 
Professor Louis Loss, Cromwell Professor 
of Law at the University of Harvard. 
Delivering the first paper on “The 
regulatory scheme”, Professor Loss out- 
lined the relationship between state and 
federal jurisdictions in the USA; the 
issue of shares and securities was regu- 
lated by both. The Securities and 
Exchange Commission, he said, had been 
created under federal power to regulate 
interstate and foreign commerce and use 
of the mails, and now functioned under 
eight separate statutes “with some new 
ones in the wings’. The first federal 
Securities Act of 1933 had been based on 
the UK Companies Act of 1929, though 
it was in advance of the British code in 
some important respects. Further, the 
SEC did not function solely as a filing 
clerk; registration statements submitted 
prior to an issue of securities were 
examined in close detail, and the Com- 
mission might issue stop orders if its 
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International Forum at London University 


comments were not satisfactorily ob- 
served. 

He spoke also of the development of 
private law under the 1933 Securities Act 
to allow injured parties a right of action 
against the issuer of stock and against 
experts whose reports were associated 
with the issue. This had important 
implications in the field of insider 
trading and breaches of fiduciary duty, 
since the courts were prepared to recog- 
nize individual rights of action as based 
on violation of a public statute/ Finally, he 
looked to development of the 'Federal 
Securities Code' as the law of the future. 


Regulatory accidents 


Following Professor Loss, Professor 
Gower said that the UK system was an 
illogical series of 'regulatory accidents” 
about which no Englishman could speak 
with pride. Apart from the particular 
situation in section 45 of the Companies 
Act 1948, secondary distributions of 
shares were not covered by prospectus 
requirements, nor did the Registrar of 
Companies exercise any scrutiny of the 
contents of a prospectus. 

The Companies Acts were supple- 
mented by the Prevention of Fraud 
(Investments) Act 1958, which offered 
probably the closest comparison to the 
American Securities Exchange Act. The 
only legislative control of take-overs in the 
UK was to be found in regulations issued 
by the (then) Board of Trade in 1960, 
under powers contained in the Act of 
1958, to "licensed dealers' acting in 
take-overs. | 

Referring to an impending UK Com- 
panies Bill, Professor Gower had 'no 
doubt at all’ that it would include 
provisions aimed at insider trading. 
'There was already a requirement to 
disclose directors’ shareholdings, but no 
machinery — as existed in the US — for 
recovery of 'short-swing' profits. 

From Paris, Professor André Tunc 
provided a third comparative view with 
the history of the Commission des 
Operations de Bourse. Prior to a sudden 
change of wind in the late 1960s, under 
pressure from the stock market and bank- 
ing community, French companies had 
been 'extremely sceptical towards any 
idea of disclosure', and had continued to 
function largely under an old statute of 


Trends in Investor Protection 


1867. The COB now exercised, as 
“Ombudsman and Law Commission 
rolled into one', a significant influence 
on security analysts, auditors and the 
financial press. 


Corporate obligations 


Discussion from the floor after these 
papers centred on the obligations of 
companies towards employees and the 
community, no less than to their share- 
holders, and on the duty of substantial 
corporations to accept responsibility for 
the debts of potentially insolvent sub- 
sidiaries. 

Mr R. A. Clark, deputy chairman of 
Hill Samuel & Co, addressed himself to 
acquisitions and mergers in the UK since 
1950. The City Code — ‘the most in- 
fluential regulation' in this area — had 
been first issued in 1959, in response to 
what he regarded as a “particularly 
blatant case of lack of consideration for 
some shareholders'; it was not to be 
regarded in the light of an Act of Parlia- 
ment, and the City Panel's duty was the 
enforcement of good business standards 
rather than of law. The code repre- 
sented the collective opinion of those 
engaged in the market, and those who 
sought access to the facilities of the 
market must expect to be bound by its 
standards. 

Mr Clark was followed to the rostrum 
by Mr W. S. Wareham, head of the Stock 
Exchange Quotations Department, who 
declared: ‘I happen to be one of those 
who believe that we have in the UK 





Mr R. A. Clark 
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securities industry a system remarkably 
free from the evils seen in other countries, 
and where investor protection is of a very 
high standard.’ 

Mr Manuel F. Cohen, a former SEC 
member and chairman, agreed that the 
UK Stock Exchange rules had proved 
more effective in some directions, par- 
ticularly on disclosure, than had those of 
the SEC. There was a continuing liaison 
in America between the SEC and such 
self-regulating professional bodies as the 
American Bar Association and the AICPA. 
He also stressed the importance of 
stimulating disclosure in the context 
of a ‘proxy battle’, rather than of merely 
redressing failures in disclosure. 


Role of the accountant 


Another former SEC member, Mr 
Francis M. Wheat, who introduced 
himself as ‘a lawyer and an erstwhile 
bureaucrat’, described accountancy as 
one of the great growth industries, 

He referred to ‘disenchantment’ with 
financial reporting in the context of the 
Penn Central case (The Accountant, 
August 17th, 1972), which he thought 
would stand as a text for accounting 
reformers for years to come. Many had 
seen the establishment of the AICPA 
Accounting Principles Board in 1959 asa 
case of ‘too little and too late’, and he 
suggested that the newly established 
Accounting Foundation and Financial 
Accounting Standards Board (The 
Accountant, April 13th, 1972) would 
need “all the backing and all the backbone 
it can muster’. 

Among the areas in which new stan- 
dards were projected, Mr Wheat listed 
segmented reporting; cost deferral: 
changes in value of marketable securities: 
capitalization of interest during con- 
struction; and depreciation. There was 
also the question of alternatives to the 
historical cost basis of accounting; the 
USA would have to tackle the problem 
of price level adjustment before long. He 
called for improved definition of the 
purpose of financial accounting, and 
strengthening the position of the auditor 
vis-a-vis Management. 

Sir Ronald Leach, c.B.r., F.C.A., Chair- 
man of the Accounting Standards Steer- 
ing Committee, saw independent audit 
as the most important factor in investor 
protection; accounts, he said, must be 
prepared in accordance with generally 
accepted principles, and be as informative 
as possible.. 

He outlined the development of ac- 
counting principles in the UK from the 
English Institute's first Recommendations 
of 1945 to the establishment of the 
ASSC. The non-statutory constitution 
of the ASSC was perhaps 'a typically 
British approach to the problem”, but it 


7 ^ 


^ THE 


ACCOUNTANT 





Sir Ronald Leach 


had worked; the situation in 1969 had 
revealed an unacceptable variety of 
accounting standards, and it would be “a 
great step forward” if the ASSC approach 
could be expanded to cover all nine EEC 
member-states. 

Representatives of the major account- 
ing bodies in nine of the world's countries 
had met to discuss uniform international 
accounting standards, but Sir Ronald 
regarded this as a very large undertaking, 
at a time when there were few inter- 
nationally accepted standards in other 
matters, and the profession had “plenty 
of work to do in its own back-yard'. 

lhe session on market regulation 
suggested that London standards were 
in general welcomed by foreign investors, 
whose domestic standards of financial 
reporting were not up to London require- 
ments in all respects. The primary need 
of users of the market place was defined 
by Mr Wareham as ‘sound financial 
information which possesses compar- 
ability’. 

Professor Loss returned to the rostrum 
to discuss the development of US federal 
‘common law’ in the field of insider 
trading, and cross-classified the ‘insider’s’ 
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duty (a) to his company and (b) to the 
other party under (i) common law and 
(ii) SEC legislation. The case of Diamond 
v. Oreamuno in the New York Court of 
Appeals in 1969 had established an 
important rule that damage to the 
corporation was not an essential ingredi- 
ent in an action for insider dealing. 

In the UK, he said, the case of Percival 
v. Wright ([1902] 2 Ch 421) had placed 
directors in a fiduciary capacity vis-à-vis 
the legal fiction of the company, but not 
apparently their flesh and blood share- 
holders. He concluded with a number of 
rhetorical questions affording a fruitful 
field for further debate: what degrees of 
relationship, for example, and how-many 
stages in the 'chain' of stock-market tips 
would constitute an insider? What is a 
“material” fact — and are predictions or 
forecasts “facts” for this purpose? 

The UK speaker on insider trading, 
Professor K. W. Wedderburn, alleged 
that 'everything in the voluntary garden 
in not lovely”. He spoke of Percival v. 
Wright as an ‘albatross’ and reminded the 
audience that the Jenkins report had 
recommended civil (though not criminal) 
remedies for the improper use of con- 
fidential information. 

The City Code included (in rule 30) 
restrictions on dealing by those who were 
privy to a bid. The ‘whole-hearted 
condemnation' of insider dealing by Sir 
Hartley Shawcross, chairman of the City 
Panel (The Accountant, November 2nd, 
1972) had been followed by recom- 
mendations for criminal sanctions — 
indicating, Professor Wedderburn sug- 
gested, a complete change of opinion 
towards insider dealing over the last two 
or three years. The worst feature of such 
practices was perhaps their effect in 
reducing confidence in the market. 


Investment companies 


The final session on 'Investment com- 
panies and unit trusts' brought to the 
platform Sir Hilary Scott, chairman of 
the committee on property bonds and 
equity-linked life assurance, with Messrs 
N. S. Wilson (a member of the DTI 
Companies Consultative Group) and 
Solomon Freedman, consultant to the 
SEC. Professor Gower described the 
property bond as a 'real estate unit trust 
masquerading as an insurance policy”. 

For many, particularly those partici- 
pants from overseas, a major attraction 
of the conference was Friday evening's 
dinner in the Hall of Lincoln's Inn, at 
which Professor Anderson presided. The 
Rt Hon. Lord Pearce, a former Lord of 
Appeal in Ordinary and now chairman of 
the Appeals Committee of the City 
Panel, delighted the guests with a speech 
which afforded a consummate example of 
wit blended with instruction. 
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Directors' Expenses and Tax 


The eee ee progress report on the course of discussions pican the 
accountancy bodies and the Inland Revenue (The Accountant, March 29th, 1973) 

records that the accountants reiterated the submission, which appears to them to have 
increasing force each year, that the £2,000 threshold at which returns on form P11D 
become mandatory, should be substantially increased. A quarter-century has elapsed since 
the rule was introduced, and the author considers how directors have fared in that time. 


ERHAPS the aspect of a directorship which causes the 
most difficulty in relation to tax is the problem of 
expenses. In the ordinary course of events the distinct and 
rather individual duties which fall to an active director's 
lot are likely to entail substantial expense which can be 
pinpointed to the particular ‘cost centre’ ‘which that direc- 
tor represents. The same can be said of many employees - 
with this difference, that for most of them the provision 
of accommodation; supplies or services is likely to take 
place in any of the employing company's business premises, 
and thus to lie outside the ambit of the expenses rule. 
There are of course outside representatives, but here 
again there is a distinction. Most representatives operate 
in the United Kingdom, where the Inland Revenue — 
justly no doubt — are prepared to extend to them a conces- 
sion which they deny to an individual who happens to be 
a representative abroad. 'Dispensations' are frequently 
given for payments of travelling and subsistence expenses 
on an approved scale for absence on business journeys in 
the United Kingdom, but never for entertainment expenses 
or allowances fixed as a round sum. | 
A company is often represented abroad in the person of a 
director. The magnitude of his travelling expenses make it 
particularly onerous that these should all be assessed on 
him as income, leaving him to substantiate a claim that his 
‘taxi fares in Hong Kong and every other incident of a 
breakneck world tour represent the expenses of travelling 
in the performance of his duties which he-— and every 
other incumbent of his directorship — is necessarily obliged 
to incur and defray out of his emoluments. Again, although 
entertaining abroad escapes the embargo introduced in 
1965 against reciprocal entertaining of United Kingdom 
businessmen, no dispensation is available. 


i 


Representative accommodation 


The gatekeeper in his lodge is clearly seen to be in 
representative occupation, and the Revenue are at no 
great pains to charge him with the cost of repairs to the 
premises and the other incidents of ownership. In relation 
to the scale of modern expenditure on publicity, the 
upkeep of the company’s image through the personality 
of its managing director is likely to involve costs that are 
relatively trivial yet he is singled out for harassment. 

It is difficult to resist the thought that the legislation 


on expenses is rooted in petty spite directed against indi- 
viduals whose obligation to perform some duties abroad 
enabled them to travel and subsist at a level somewhat 


„above the unattractive egalitarianism of post-war Britain — 


of which a distinctive feature was the introduction of 
bread, rationing after hostilities had ceased. It may be 


impossible for younger readers to imagine as real a society 
in which the government employed inspectors to go round `. 


snooping in restaurants to see if a salad main dish con- 
travened the law by including a sardine as well as a cubic 
centimetre of cheese. 


Royal Commission report 

. Hence the Royal Commission which reported in 1955 
(Cmd 9474) commented that directors and higher-paid 
employees had been singled out by the 1948 legislation.and 


placed in a position invidious to themselves and which 


evidently produces a great deal of minor irritation. and 
administrative fuss. Nor could the action taken against 
directors be justified by the same arguments as applied 
to employees —the director seemed to be singled out 
because of the managerial authority of the Board as a whole. 

The Royal Commission recorded that there was no real 
evidence in the possession of the authorities to substantiate 


allegations that expenses payments were being made use | 


of in the business area to an extent that amounted to an 
abuse of the tax system. Such allegations probably arose 
through jealousy. he legislation discriminated against 
some taxpayers, and was conspicuously unfair to the 
part-time director. Only in the case of controlling directors 


did it make some sort of sense, and the adoption of a high - 


level of income as ‘a measure of the possible threshold of 
abuse should apply to non-controlling directors equally 


^ with employees. 


One might consider the facts in CZR v. Luke (42 ATC 215 


40 'TC 630), which concerned the managing director of a " 


large public company having its head office in Glasgow. 
At the company's suggestion the director bought a house 


in Ayrshire which was large, expensive to run and used toa - 


great extent for entertaining foreign customers of the 
company. After three years he put the house up for sale 
but the company's chairman, on hearing this, stepped in 


‘and. arranged for the company to take over the place, 


letting it to the managing director for a rent equal to the 


499. 


by H. S. A. MACNAIR, F.C.A.: 
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gross seal E Threé years later the director, finally 

‘got rid of -th:s responsibility and was able to buy a. 

‘smaller house or himself in England, following a change 
47 in, the company’ S “policy, as to the area of its operations. : 


m . Taking advantage of the 1948 legislátion, the Revenué” 


7 assessed the director on expenditure incurred.by the com- 


..pany ón laying a new water main and renewing plumbing; ^ 


` on repairs to th» chimney, roof and fences; and for owner's 


éxceeded the arnual rerit. The case went all the way to the 


,House of Lords where Lord Reid noted that thé lease was - 


: 7 admitted to be a genuine transaction on arm’s length terms 


and that there was no element of extravagance or im-. 


provement in the work done. A strict interpretation of the 
law would have required the whole outlay to be assessed as 
` the, director’s income without any: deduction for the rent 


he ‘paid — — because he was deemed to enjoy a benefit equal. 
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= to the annual value less what he gave in return — but the’ 


poh majority took refuge in the narrow exemption 


of an asset whica remains the property of the company. 
'Effectively; what the law. lords did was to strain the 


E E ordinary meaning of the statuté so as to assimilate'the work ` 


^.^. in question to.the type of initial outlay disallowed on the 
| A . principle in Laz Shipping Co Lid v..CIR (3 ATC 110; 


items treated as capital and, “anyway, the more reasonable 
_ cv, attitude to initial repairs and. upkeep taken by the Court 
‘of Appeal in Odeon Associated -Theatres Ltd v. fones.(50 
^ ATC. 398) shows that what is really maintenance expendi- 


_ turé cannot be regarded as creating a new asset. However; * 
; the Court found a hew way out of the difficulty in Westcott” ` 
"7 4. Bryan (48 ATC 197; 45 T C 476) 3 with the doctrine’ d 


os E concurrent use... 
Entertainment base B dee e MN 
¿"The Bryan case also concerned the managing irene 
a ¡of a large public company who was required to do a lot of 
> b. entértaining of foreign. visitors. The expenses in this 
: E instance. related to the cost of gas, electricity, water, 
‘contents insurance, cleaning and maintenance of the 


À 
-— 
' 


expenses could be allowed, although on appeal the local 
. General Commissionérs attributed one-quarter to business 


"use, relying on.the rule which permits apportionment. The. 


“position was summed up by Lord Justice Phillimore with 
«the comment that if it is right that you apportion where 
. you have a coricurrent joint benefit, as in the case of two 


. directors-sharing a flat provided by the company, then 


you must also apportion the flat or house used. by PEE the 

_ director and by the company. 
P = ‘Lord Justice Sachs-said that the company was, in ‘essence, 
* providing. for its own benefit an entertainment base in the 
‘shape. of a director's home, and that (from.its point of 


.'12 TC 621) and treated as capital. As a guideline to füture ; 
^. "action the Luke case is little help, because this treatment : 
, would leave the company with: nò- corporation tax. relief on’, 


‘consulting an t rule-book. 
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i Social PRÉ official D to rile Er the. 
hire o2 a chauffeur-driven Mercedes. Under normal cir- ` 


cumstances he might have used his own car, claiming a 
mileage allowance. Back in 1853 -officials were perhaps 


more complaisant but even in that year a deduction for 
. income tax purposes was introduced. As consòlidated 117 
years later, the rule applies. if the. holder of'an office or. 


employment is necessarily obliged to incur and' defray out © 
insurance and rates, to the’ extent that the total outlay 


.of the emoluments thereof the expenses of travelling in the: 


perforraance of the duties of the office or employment or of : 
keeping and maintaining a horse to enable him to perform ` 
the same. This antiquated j jargon is notable for.the word - 
necessarily, where the necessity is not what the.reasonable - 
man trinks but what the: duties of the office. dictate — 
. regardless of who: happens to hold the. appointment. The + 
, notion of a lucrative appointment — possibly obtained with-' 
out personal: merit — may have. been, typical of early Vic- 


torian times, but is wholly at variance with the facts of a 


" responsible position where thé man on the spot at'the time 
“accorded to. expenditure which results;in the production. 


“Apri ith, 1973. 
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is thought to be honest enough and: competent enough to . 
decide where he ought to go: and when, without first | 
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Travelli ng expenses - 


‘Many years ago a barrister who. found himedit Reside P 


of Portsmouth claimed the expense of travelling there from 
his London chambers, only to have the outlay refused. The 


(if he,could not live over the shop)— regardless of. the fact 


"that-the job would not have come. his way if he had not 


“already proved his worth in-quite a different line of. Business 


That decision (Ricketts v.  Colquhouii G ATC 565; 


Strict legal theory presumably required him to walk to work ` 


elsewhere, from which he was peace to make time for” 
‘the extra appointment. | 


10 'TC 118)) went to the House of Lords, and would have | 
bound them for all time were it-not for the cutting 'of the 


' Gordian knot by the Lord.Chancellor's statement of July: 
. 26th, 1966, which liberated them from precedent. They 
a proclaimed their recognition of the fact that too. rigid , 
"adherence to precedent might lead to injustice in a par- 


“ticular cese and also unduly restrict the proper develop- 


^ + :3> house and services of a resident gardener. The- Inspector ` ` 
“of Taxes contended that not one.penny of the house. 


| A view) was in truth the main benefit from the course it. 


took, Any benefit conferred on the. director by the pro- 
i 7" visión of a home was at highest a concutrent benefit," 
<<- ¿subsidiary to the benefit gained for the company itself. - 


F 


ment of the law. Oné. such *particular case' appears to 
have been that of the medical practitioner in Fishguard 


fordwest where-he was on call. The law lords decided in 
Pook v. Owen (48 ATC 102; 45 TC 571) that' his mileage 


allowance for getting to the hospital was not ae and 


that his excess motor expenses were deductible. . 


who had a part-time appointment at a hospital in Haver- : 


Unfortunately this ‘courageous break from the; ‘bonds l 


imposed by the principle in Ricketts v. Colquhoun has not". 


lasted lonz. The recent decision of the. Court of Appeal in 
Taylor e. Provan (see ‘Taxation Cases” on next page) 
brings into charge the reimbursement of travelling expenses 


‘And denies the cost of effecting the j journey. The decision . 


imposes a, serious restraint on a company's commercial 


freedom to recruit the best man for the job, in a^world , 


wheré he, is as likely to'be located i in London, Ontatio as, 


in Londor, England.  : 


The Court of Appeal backed the Revenue i in “Pook o 


Owen, only to-be reversed by the Lords. But it would be 


' hazardous to guess whether a journey to the House of Lords ' 


i was TSE recently that routine falls od a Ministry. would be rewarding for the rae: in, Taylor v. Provan. 
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‘You shouldn’t be too. - £600 million "— of life funds. 
surprised. (00 NES | | Other main benefits | | 

After all, these prices are based solely on include: full widow’s protection; the option of ^ : 
what's happened over'the last twenty years. ` cash at retirement; very favourable tax 


E It's known as inflation. And although  . advantages; and the satisfaction of knowing E 
|, wages normally rise in accordance, there's _ that you've a plan tailored exactly tó | 
"| ^ one important form of income that's often your needs. 

overlooked. : E pow “Together with your insurance broker or 
.Pensions. > + adviser, Commercial Union will give you all 
` Now more-than ever before, it’s vital to the help you need to set up your pension plan. 
make | sure that retirement savings keep up Send for the free brochures today. And 
with the cost of living. |. Start making a stand against inflation. 
007 And the best way to do that, whether you 
|. need a Self- — or Company scheme, is LAE Commercial Union 
-  toinvest with Commercial Union. ` - 
Every one of Comniercial Unions >` Nei pension plans simple. 


pension plans is specifically designed to 
combat inflation. [s Commercial Union Assurance Company Ltd., FN 
! "e | Freepost, London EC3B 3BP. (No stamp de dd F 
Take Company pensions for example. f Tel: 01-283 7500. 
Last year Commercial Union offered —. . | | agree, pensions should be protected against inflation. 
guaranteed returns of 10% including a | Please send me your free brochures, Tick as required. 
bonuses—a full 1% higher than many | [.] Pensions for Companies | 


leading pension Companies, | ] Pensions for iia R0 wu po 


While for the Sélf-employed the Variable 
Annuity plan has had an excellent record 
since it began in 1958. And the new Pension 
Maker plan is likely to be just as successful. | IP ee AA 

. All thanks to Commercial Union's " | A6. 
skill and experience, in managing over Les sa WED OSE 
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E settlement which will enable:them to wipe the slate clean. 
Pr In this edition the new Taxes Management Act 11970 is re- 





2 relation to ¡the total number of taxpayers. those who. are. 
+ "involved in evasion are few. But. they. need expert advice | 
© . when their affairs are under investigation, with a view to a 


i i: viewed at length but as the Finance Act. 1960. still applies. 
Cod certain: respects it is considered in this edition t to a limited: 





QUI | E As 7 , extent : | 2 
A S | ¿Reports of relevant decided casés 5 will be bond’ to ) b inter- i 
Ub NIN TH EDI TION ` “esting and instructive to those involved with the interpre- | 
CUM 5 tation nor fraud, wilful default and. neglect... "A 
eS a € ^us 50 Net £3 70 including postage/packing and VAT (20) E Overseas : 
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‘standard’ companies. 


“Formed by experts to meet the precise. needs of the. " 
; business concerned, ,they reflect current legal practica. 


og. “immediate” companies e 
a E Simplified company formations. using pre-drafted standard * 
. Memorandum & Articles for extra spend and ceci 


“ready-made” companies. 


* n Incorporated Pr ivate us ub £100 authorised ` 
capital. . à 





MM 


de 


wee i special c companies ` 
20005 EN We are expert in forming Guarantee Companies,: Püblic 
Provident Societies and jc Associations . 
T ¿E Societies: | MERC dé 
“Telephone: 01- 253 6214 Telex: 261 010 


"Jordan, & Sons Limited, 
‘Wilec House, City Road, : 
London ECTY 2BX. 







GEE &: CO. (PUBLISHERS): LIMITED 
M 151 Strand, London WC2R 133: 





[companies | 


Companies, Unlimited Companies, Charities, Industrial & ; 
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April 12th, 1973" 
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«Every year we pay hotiage, as a nation, 'to the dead of all í 


three Services. ` 


. And every year we forget tlie thousands who live on = - after : 


“a fashion. : 
For the dead and ‘maimed are. not: the only casualtica 'All 


ok i , 
‘too “many: Soldiers, Sailors and ‘Airmen suffer mental - 


breakdown through. Over-exposure to death and violence. " 
We help them in their ówn homes and in hospitál, these .. 
, men and. women: who have tried to^ give more, much more, . 


than they could. We rún: our: own. Convalescent ‘Home. 


For some, we provide work in a sheltered industry so that 


they can live without charity. And we provide a Veterans’ 


^ 


" Home wkére they can see out.their days i in peace. 


Money alone can't pay our debt. But it cán.go a long way. | 


' Please help us, . and „please tell your: clients about us too. * 


zT hey’ ve given more than they could ^ 
acd give as much as you pn Ix 


-— €XS€RUKES - 
- MENTAL WELFARE SOCIETY - 


., ) ; M Thurloe Street, London. SW7 2 01-584 8688. , 
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Laon’ ine the United: cdo by. corfespondelive c or de 
go. Oñ occasions he interviewed brewers from this-country. 
^in his. Canadian offices. He had not found it necessary: always . 


a to visit the. United Kingdom for the completion of. negotiatións.; | 
. Ta xa ti O n a He had: an:office-on his farm near Toronto, an office in Toronto. 
7 ug idv s and a. residence i in the Bahamas. He had a secretary in Toronto’ - 
vis ie PN qiu af NS and one in «the Bahamas, At no' time was'he'ever resident. OF: x 
| ONE CEP EE E E Ci a 2 ordinarily : resident i in the United Kingdom. "ur a iue : 
Eu ses _ . During: the. years under appeal the taxpayer incurred travel’. 
Ee Ute: SR SE |. and hotel and other expenses which he paid himself and. pede a 
t E "E j J EE he was subsequently reimbursed. He did not'claini'the expenses | di 
.. of his wife, who had accompanied him on occasions. He was `` 
; E oa, VÉ uos. D QU assessed in respect of ‘expenses payments received as director”: 
Taylor v. Provan TE MEC x. a ly. for the years 1961-62. and 1965-66 on the amounts reimbursed’ 
im i .to him for.Atlantic air fares,” but not in: "aespect of amounts E 





mur Court A App ADR March rsth, 1973 - Ee a reimbursed, for hotel and.other expenses. ’. n 
(Before Lor d J ustice, RUSSELL, Lord J ustice Bucsier and Lord . It was, contended on behalf of the taxpayer that thé aon nts 

: Justice Ong). E «n K reimbursed: for travelling, expenses were. not. emoluments within ~ 
“Income tax ~ Fmjloyment — Director = = Ree: in “ajada — "Schedule E; and, alternatively, that if these’ sums: wére emolu- 

_ Special assignment. ; = _ English; group of companies. to expand by ‘ments, the. sums paid by. him for the air fares: were allowable 
—mergérs '= No remuneration but expenses reimbursed —-Wheiher expenses. . ^ : E 
taxable in respect of expenses ~ Income Tax’ Act 1952, sectionis T50 (0 ]twas contended for the end (à): that the sums pU NE 
id E), 160, 163, Schedule 9, paragraph 7... ` oo i) Were within section 160. of the Income Tax Act 1952, éach one; 


being a sum “paid in respect of expenses by a body corporate * 
to any" of its directors’, (6) that the expenses incurred by the * 
"taxpayer for' the air fares..were not deductions. permitted by. 
ADS 7 of Scheduleg to the Act." + ^ «X .— 

‘The Special Commissioners; decidéd in favout of the- Revenue. 
on: the ground that’ the expenses: ir. ‘question had arisen, hot 
from the nature of the taxpayer’s office, but from circumistançes, : 
personal. to himself. They therefore dismissed. his appeal ^5; ^. 

Held (reversing the judgment of the Vice-Chancellor (sis ^ e 
John To elu the 2an Commissioners? decision : “Was, 


E 1 


"The taxpayer. was résident in  Cánada, and was associated. with. 

a number. of businesses. there including. his family’s brewery 
business. From 1930 tó 1939 lie.concerned himself with bréwery.. 

É „amalgamations, and built-up Canadian Bréweries of. which -hé > 
“became president. In about.rgs8 lie becamerinvolved . with `, 

XE Hope and: Anchor Brewery which was érideavouring to become 
" . larger with -a view to attracting. a: favourable, take-over. bid: 
. Negotiations to,take over four smaller breweries had become ` 

. bogged’ down’ and the. taxpayer 'suggested that’ he shoula, try . 

© without reward: “His suggestion. was ‘accepted, and he: brought : 


.'tliree of the four: breweries into a rnerger with: Hope and. correct. Du iu DX NEL ^ E E i p 
. Anchor which then became United Breweries Ltd.'Thetaxpayer 4 Ero dus 
E was made a diréctor with the special assignment.of expanding, Trustees, Executor s & Agency Co. IU, 
. the: group by more mergers: withóut remuneration but being’ Ltd v. CIR. 04 ec ot a 


reimbursed’ for -appropriate expensés;-He brought further - «In the High. Cour of jie (Chancery Division) + Novéinber $i 

l “breweries into the ; group, and in or about 1962; United Breweries | . 24th; 1972. e $ 

E merged. with’ Charrington Ltd, Becoming Charrington United . (Before Tus E Sir dn. PENNYCUICR). ra 

. Breweries Ltd. In: 1967 Charrington mérged with .Bass,. | 5 
-.Mitchells & Butlers Ltd, becoming Bass Charrington Ltd, “Estate. duty = Testator: domiciled in Australia ~ ' Yacht pied 
- ` i and the id de once more made: a directór m a similar ~ in Fersey — - Nor mally bérthed in Great Britain — Yacht sold by 
i unpaid assignment. MOM E yos ¡ vexecutors — Whether yacht situated out of Great Britain - Fer AN 
.'. He discharged noné of the nomo. düties of à P He Act 1815, sections 37, 38, Schedule 3 - - Revenue (No.. 2) Act ^ 
"Ae had" no. written’ agreement with any of the companies but the “1864, section 4x Revenue: Act’ 1884, section 11 - Finante: Act. 

arrangements * were corifirmed, in à resolutión of the. board of 1994, section 2 (2)- ~ Merchant Shipping det 1894, sections 27>. 28 - : 

. + Charrington on’ "September 21st; ‘1967. In this ‘resolution the Finance Act. 1949, section'28 (2):. dus d uas one 
* "board recalled. that the taxpayer's principal business commit-:' . 'T'he testator, died i in 1964. don cds in Australia. He possessed 
! — 'mehts were in'Canada' and: the Bahamás, ¿and stated :that the. a yacht which was régistered in Jersey, : ‘but Was normally... 
"arrangement was thát he, would perform: his duties on behalf ‘berthed. in. Southampton, and it was there at the date of the! 
of fhe:company as far as he could from his ‘offices: in those téstator’s - death. He had used the’ yacht for cruising on the. | 
countries, but’ that it was. necessarily envisaged that he would - “high seas-for an average of two months of.every-year between -. 

_ . . be réquired to visit the United, Kingdóm fróm time to. time as 1959 and 1963..In 1965 his. executors sold the yacht for £40,600! . 
-'. well. In reconfirmation, of the arrangements jt was resolved ( p and in, order to perfect their title, as. required by: the Merchant.’ 
| © that he received no remuneration: for: his services; (2):that he - ‘Shipping Act. 1894, they registered the 'yacht in Jersey, aüd for’ " 
E had no day-to- day : «duties, and ¿was not normally. required: to .that purpose obtained á grant of probate there and produced 
5 "attend the company’s - offices or; routine board. meetings; (3) . the grant to the Registrar of Ships: The executors took out'a - 
` that'his special- assignment was the expansion and development . ^sumrhons. to determine whether the yacht was ‘situate ‘out. of > 
` x of the: group and.in particular: to; take charge" of negotiations’. Great. Britain’ within: section. 28 -(2) of the Finance Act 1949 . 
' for other brewery companies to join; (4) that it-was recognized . at the date-of tlie testator's death, . 

. that his duties were to be pérfórmed as far'as possible | from his ^ Held:a ‘ship did not have:an artificial local situation such: as 
= residence abroad. If-and^to the extent that it was necessary for ` its port of. registration; and a ship normally berthed in Great | 
~ him to visit the United Kingdom to carry out'the duties of his >` Britain; and not berthed. there for a temporary purpose, had to ^ 
*” special assignment,: he would-be .Fegarded ‘as travelling on the.’ be treated as possessing that- local situation, and was therefore. 
‘business of the company, and consequently ; the: company would * not. property situated oüt of Great Britain at the time of. the“ 


t€ 


~ pay all expenses of such visits. - . x Po. Ctestator's" death, within: the meaning of section 28 os of. hed ! 
0 The bulk of the taxpayer's s work on his special assignment wás 1949 Act; and was. therefore liable for estate oe A of 
i wee V WES Au dus aia : . nf v it " «d 3 
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Aa recent years there has been increasing interest in the development of highly complex 
.cómputer-based financial planning. models. The future practical potential of certain of these -* - E 
.., developments and the steady reduction of their cost requires that all accountants should Es 
“.have-an appreciation of these: developments. This presentation assumes a working knowledge 

_, of.the traditioral budgetary pienning process, but nr à Una anien: tal knowledge of 


` mathematics. end M en TIME NUNC 
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SIMULATION ada: is: ad to predict de en 


Aof a system when the actual system. cannot be ‘experi-. 
4 pou with for some reason; for example, excessive cost. 


` "Examples of simulation models. are aeroplanes' in wind 


.tunnels, and flight simulators. The financial budget is also 


a simulation: model and it is used to plan future operations. 


~ As with the previous exarüple, it:is not feasible to use-the. 
“actual company to experiment with possible ; future opera- 


' tions; thus artificial experimentation is achieved B using a 
model of the company. | E 


With the ae-oplane in the wind tunnel there are: various, 


o levels at which simulation can be achieved, from the use 


-of-a small carved wooden model to 'a scaled- -down replica. 


and to a full-size model. The same is true with the financial 


; simulatión of a company; however, the nearer the represen- , 
v tation of the model to the actual system, the greater the 


« pomplexity of the model = the cost of its production: 
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Why use simulation? - HE Du a E 


"This question is misleading, as simulation iè already used 
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Financial Planning: ONE E 
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Duz to. the” long computation 4 time > required. to-produce 


‘budgeted. final accouhts, the complexity is kept , tò- a 


relatively low level and the number of computations under- 
taken is kept to a minimüm; usually the “most likely’ 
assumptions are made and, if the result-is satisfactory Or 


within management . RD no more runs of the 


- model are computed. ` 


_ whenever a corporate financial budget is prepared. Remain- - 


-ing with this specific situation, how canoperations research 


techniques and: high-speed computers aid the budget 


simulation : model? . 
"The traditional budget model i is structured on wine income 
"and: éash flows of the accounting final accounts but, as 


. the model ‘is usually calculated: ‘manually . or with the aid ' 


. cf data processing equipment, the interaction of/ the ac- 
"counts is low and the level of aggregation is high. - 


"The interaction of accounts is the relationship Es n 


' accounts; for example, a credit sale reduces stock and in- 


creases debtors and, after an.uncertain lapse of time, debtors 


are reduced ard cash is increased. The traditional budget. 


E 


xhodel, for-example, would perhaps usé the (not Always . 


; realistic) assumption that all credit sales are paid within one : 


"month. The level of aggregation cam be illustratéd "as 
follows: perhaps the business is seasonal, and therefore 
“sales are planned monthly. However, if sales are actually . 


. “variable on a ‘weekly basis, the: ramifications of this vari- 


^ bility throughout the other. sections of the business will, 


| Kot. be illustrated by the model. 


- The author of this. article is;Esmée Fairbairn Teaching Fellow at Bath 
University. l 
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If, nowever, computation time was reduced; the budget 
could be used as a’ true, experimentation technique with 


management being ablé to see the effect on profits and cash 


of var.ous combinations of different assumptions < and alter- 


natives. This, would enable managemént to ascertain the 


sensitivity of the various assumptions, and find alternative 


' | Total sales revenue 


.codrses of producing. the desired profit — which in turn 


would aid resource allocation and control. 
Control could also be improved by using ‘adjusted 


‘budgets to compare with actual; With‘traditional computa- 
tion techniques the frequent adjustment of budgets for 


changes in | operation: i is not t alaye feasible. =. ^. 
i pv ‘ 
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Developing a simulation model 
Before briefly explaining how a simulation model is de- 


Pa 


‘veloped, it should be realized that there are other methods 


of modelling known. ás optimization- techniques; these 


are even more aggregate than the models being: discussed 
and find an ‘optimum solution, e.g., maximization of 


profit. Simulation’ models only produce the result of the 


- operation of the model, not an optimum solution. . 


The simulation model, like the traditional budget sieh 
is based on inter-related mathematical relationships (see 
figure 1). These are basic financial relationships, but other 
relationships must be quantified (figure 2), and these will 
depend: on. various iS Duong for example, the percentage 


Figure 1 .. a 
,BASIC/ACCOUNTING FORMULA 

| Sum of total: of sales revenue for each 

Pra range. jdn 

n= Total product,1 ...'n 
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of sales which are credit en dud the inflow of cash Ron 
credit.sales. 


Figure 2 
da Ad aan FORMULA i 


Net debtors - Gross debtors per 


| Bad debts provision i X% of credit sales per week 


Net debtors payment schedule: 
60 per cent after one month 
30 per cent after two months 
10 per cent after three months 


These assumptions can be made with. varying degrees of 
complexity/accuracy. For example, all credit customers 
could be assumed to pay upon the due date (simple but 
not accurate); or they could be assumed to pay as in 
figure 2, which could be coL by studying past 
payment patterns. 

The complexity of inane has been discussed 
above, but there is another. aspect to this problem. How 
many of the inputs are to be given to the model, and how 
many are to be determined by the model — for example 
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sales price per unit? This could be given, or be dependent 
on a sub-model. 

If many of the inputs are given the mai is called an 
inforníation compiler, while if only a few are given the 
model is called an information generator. Obviously these 
are extremes of a continuum and a decision must be made 
as to where the model «will be on this continuum. A key 
factor affecting the decision is the cost and time involved 
in developing the more complex information generator, 
against the increased benefit. 

Finally the validity of thé model must be tested. This is, 
achieved by using the model to predict future positions - 
under varying conditions, and then comparing the predicted 
results with the actual. If the level of accuracy is not satis-': 
factory the model must be modified. 


* `~ 


Conclusions ~ 


The development of computer-based simulation budget. 


models has been introduced, by déveloping from the` 
traditional budget model. The benefits of experimentation 
and better control information have been outlined. 

The costs and benefits of such models are difficult to 
quantify, but with reducing development costs of “off the 
shelf” software, their practical application may soon in- 
crease exponentially. ' 


Getting Nearer to Disclosure 


f 


by W. WALSH, A.C.I.S.. M.1.S.Mi. 


In the midst of all the headlines that have arisen from the clashes between the unions 
and the Industrial Relations Act 1971, and the various stages of the battle against inflation. . 
it is all too easy to overlook some of the pedestrian tasks set for the accountant. 


HERE are three requirements in which the accountant 

is involved in the field of labour relations as the financial 
expert, and many others in which he must assist in his 
management role. Of the three of practical interest, two 
are requirements of the Industrial Relations Act itself, 
though yet to be implemented, and one is a requirement of 
the Code of Industrial Relations Practice. 


What the Act says must be done is: 


(i) Issue to employees annual written statements relating to 
the undertaking; and 

(ii) Provide information about the undertaking to trade union 
representatives for the purposes of collective bargaining. 


What the Code of Practice says should be done is provide 
.employee representatives with all the information they 

require to participate effectively in discussions with manage- 
ment as part of the process of joint consultation. | 
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Annual statements 


The duty to issue annual statements is T on R A 
of more than 350 persons. In counting heads one excludes 


E 


J / 


part-time (under 21' hours per week) workers; those 
whose service is less than 13 weeks; and those ordinarily 
working outside Great Britain. That is as the law now 
stands, but regulations (still to be issued, but in the 
offing) can vary the size of the undertaking in relation to 


which annual statements must be issued. When the 
- regulations are issued, they will specify the information 


to be included and what exemptions apply. 

Undoubtedly, much of the information given to share- 
holders will be required to be given to workers, but 
probably with more explanatory notes and more non- 
financial facts. The Robens Report, Safety end Health at 
Work (Cmnd 5034, The Accountant, September 21st, 1972), 
for example, has already suggested that ‘prescribed infor- > 
mation about accidents and occupational diseases suffered 
by company employees and about preventative measures 
taken by the organization’ should be disclosed. In addition 
the report, Disclosure of Information, by the Commission 
on Industrial Relations (The Accountant, October sth, 
1972), shows what official thinking is in relation to what the 
workers shall be told. 
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- Disclosure to trade unions. 
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“While employers are still NE the ¿job of issuing 


“annual staterients to employees within > as the Act puts. 
“it — ‘six months of the end:of the. financial year to which 
the information, relates’, this: holiday is, not likely. to last 
much longer. 


de 


|The information to be pounds to iade unions comes. 
' nto a separate category. That to employees is to be of 
¡general interest, informative but perhaps. guarded. “That 
“to trade: unions, if it is to-be of any help at all to them, 
"will need 'to' be more ‘revealing. Fortunately, as the Act’. 


+, "stands, while: employers can voluntarily: give the informa- 


y 


2 


‘tion to any‘ trade union, it is only registered ` unions 
^ which have power to apply. to the National Industrial 
"Relations Court to force the information out of a reluctant 
. .employer. 

"What information? That i is as yet to m dara by 
the. Secretary’ of State for Employment — who has: the 
_ Commission’s report to help him make up his mind, and 
is: «performing 1 his duty:to discuss the matter with interested 
> “parties on both sides of industry. Perhaps by the summer 
ha will lay his =egulations before Parliament for approyal; 


. so, if ‘we are to carry another burden we should soon know. 


What that burden is likely to be.. 050 
In fact, having regard to some of. the: Continental prac-. 

“tives on disclos are which may well one day become man- 

"detory^as a result, of our partnership. in the EEC, the 


| E « Commission's report steered a very careful passage be-. 


re) 
» 
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. tween too muck and too little disclosure. 


: On ¡financial information, it said that 'disclosure sliould 


be that. supplied to shareholders or-filed with: the Registrar ' 
of^ Conipanies, plus details, where appropriate, relating . 
‘to Particular items of negotiation and with explanatory - 


- hotes’. The dangers lie in the latter two requirements; 


Es “example, will bargaining at plant level require dis- 
closure of the centribution of that plant. to: overall profits 
Or losses? How. detailed will Aa. notes need: 
to 5e? | 


Fortunately, section 158° of, the Act, among: other. 


cat2gories of protected information, includes: information `. 


"whose disclosure would seriously. prejudice an employer's 


. interests apart from its effect on collective bargaining’. 
- This clause is. likely to be the employer’s shield, especially . 
`> when used in conjunction with section ‘56, which provides ^ 
tha- the employe- cannot be required to compile informa- 
tior. if the amount of work involved is-out of reasonable - 


'pro2ortion to tlie value: of that information (not a: bad 


2: argument, incidentally, for "introducing a bit of a broad 


brush approach. to: some cong SEE 
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| Matters of pay ae a E 


Ancther part of the report: likely to have an ‘impact on 


: acctuntants is that concerned with matters of pay. The 

|. *: Commission recommended the disclosure of the principlés 
.and strücture' of the pay system applying within the bar- 
-gaining unit. This is not necessarily. as simple a task as it - 
sourds since "bargaining units' are specified groups of. 
Rer employees with a common interest for bargaining purposes, 
a and not necessarily a unit for. accounting purposes. gi 
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 Jatter may be the whole of. á department, the eae may 
exclude various grades of staff. 
‘Also; to be disclosed are rates of ` pay — basic and. other - 


rates affecting. the -pay packet; earnings over periods of 


time, job rates, incentive payments, overtime..and shift ` 
premiums | analysed by work ‘groups if appropriate; - and 


changes .in rates. or earnings and their comparison with’ 


other related groups wheré comparability i is of importance. 

Undoubtedly it will be, if that provides a lever! 
However, lest the managing director as a separate ‘work 

grouz” becomes worried, information relevant to.a specific 


“individual is -not to be. M unless the individual 


consents toit. |. - . c... JP EE, 
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Probe and plans DM Ge "AOL “aed 
Accountants will. also. be. involved. i in the esas of 
information about immediate and long- -term work pros- . 
: ‘pects, proposed changes i in working practices and ‘... plans: 
fof investment, major and reorganization plaris: likely to 
affect employees'. Here, of course, timing and security are- 
of the utmost importance. The protection of the Act is 
- there to employers who withhold information obtained in , 
confidence, and that which cannot = disclosed without 
breaking the law: 5 + x, | 
. Other information 'to be disclosed comes more particu- ` 
larly under the control o£.the. personnel mana ger. How the 
firm is organized, and. what.manpower is employed, 
analysed by grades, occupations, departments, work groups, 
and sex; “policies and: practice on recruitment, training, . 
promotion, job: transfers; labour turnover, absénteeism . 
statistics, manpower' plans, measures for: dealing with 
redundancies: general. information about the firm and: pat- | 
ticular plants, and conditions of service of ES 
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When to disclose NUNT MN T 


One can see that much of the ‘other’ ‘and ‘ prospécts anda 
plans’ information is the sort of material which a firm will. 
be feeding to workers via joint consultation arrangements 


- ‘made t3 conform with the ‘Code of Industrial Relations ` 


Practice’. If it is.conveyed as the year progresses, then ordi- 
narily there should be little need for other than a formal - 
restatement of “what is probably already embodied in 
minutes or hand-outs ` anyway. ` | : 
The "hard" stuff, which unions want in ade to secüre 

the best bargain they. cán from the employer is that which . 
involves the accountant most. As the Comniission pointed 
out, some companies provide this information already ón a 
regular basis. What a company is going to provide and when 
is really a separate matter for negotiations, i 

- In a mutshell, the Commission's views on disclosure may 
be sumraarized under two heads: 


(a) if employers: decline to reveal a piece of company 
. information, then the reason for.so doing must stand 
up to public scrutiny; and LEM 


_ XD). if z trade union protests that, without the RN 
- itis asking for, collective Bargaining will be.materially 
, handicapped, it is for the union ‘to Prove that this'is 
the position. 


This, it. may be thought, seems a reasonably fair way of 
covering the most contentious. issues. 
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LETTER FROM AMERICA © OO io G7 


From Our New York inca 
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ITH this daa Ent with moba a greater sensé of' ` 
relief, than usual, Mr Johnnie M. Walters, ‘Commis-" 


' - sioner of Internal Revenue, has sent out this year's Tax Forni: 


1040, on which some 8o million residents of the United States 
will assess thieir: own income tax (complete with .a cheque for 
: any. balance due) i in time for the April 16th deadline. > .: 


_For the taxpayer, this is the repetition of an annual ‘chore > 


| that, he must look forward to for the rest of his born days. For. 


EE: 


Mr ‘Walters, on the other hand, this letter represents the end.of 
a tour of duty that has lasted only about two years and that will- 


, now give place (if he follows the example set by his two pre- * 


decessors) to a inuch-coveted practice' ds a tax adviser to the 
well-heeled. He will:be succeeded by a mid-Western lawyer, 
Donald C. Aléxander, from whom; taxpayers will all-too- -soon - 
be hearing with a copy of. the. 1973 Form 1040. 

. In income tax. matters, Mr Walters's term of office has been 
Noe uneventful. It begán. after the first shocks of the 1969 
. Tax Reform; Act had been survived; and this js 's changes, as 


H 


Mugen with 1971, are few | E ND AM 
\ ' e © 
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' Rates ; as: before. 2 l 
With the: exception of the changes eae in B, the 1969 Act, 
‘tax rates are as-before, In ‘deference to the new programme, of 
Sharing, Federal reveñues with.the states, this yéar's Form 1040 
` demands more information on the taxpayer’ s residence — by | 
town and county rather’ than by postal address. It offers, a new 
. deduction (with a maximum of $100 for a‘ married: couple) for . 
` political contributions, togéther «with. the option of earmarking | 


+ upto $1 of tax revenue per taxpayer | toward the 1976 presidential 


election. Evidence of wire tapping and other irregularities. by 
| the: Republicans i in the 1972 campaign suggest, however, that 
the proper , use of funds. rather than their availability ought to - 
.be the main: concern for the'1976 election. |, ,. ^. - 
Looking. further’ ahead," 'present., activities in Washington 
indicate that the 1973 Form 1040 may contain even greater 


coinplexities than this . year's ‘model. ' Representative Wilbur 


Mills, who is regarded as the best-informed fiscal specialist in 
-the Congress añd as a likely Democratic Presidential candidate. 
in .1976, has set the House Ways and: Means Committee:on a 
marathon. of public hearings that promise a multitude of tax 
revisions buta. minimum of reliefs for the average' taxpayer. 

The. hearings began on March sth and will wear ón until the. 
second; half of April. During this time-span, every shade of 


opinion’, and interest, from the learned professor of finance.to which has apparently been accepted by the Internal Revenue. . 


| the American Horse Council, will be-able-to make itself heard. 
Tasty hopes, that s some e of the damage. done by the 1969 Act 
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‘Alternative! reporting ' 


will a get But ike tax-writing agencies of the Congress - 
disregarding the : sharply: progressive natute of án unchanged 


. _ »,fate of income tax ina highly inflationary period - remain wed- 


_ ded to the concept of shifting more of the tax burden’ on to 
the seemingly tireless shoulders of business and Bey tacks 


_ individuals. 
-Consequently, the apna pains taxi is once more de attack — 
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not with the thought of abolishing it, but because of its Use as a, 


. method | of reducing the:tax obligation. While the rate on 
. long-term gains is likely to remain at 50 per cent, there is a move 
toward lengthening the period. - at present defined as over six `. 
months — for which an asset’ must be held. before it cari cape: 
the normal-income rate applied to short-term gains. ^ 


There i is also a move afoot to spread wider the minimum-tax ^ 


net, in order to. bring more tax-exempt revenues: within reach. 


- of this xo per cent levy, which was introduced in 1469. Another 


-. 
E 


favourite proposal, despite the competitive handicap that it: . 


woüld i impose on American companies at a time when the dollar 
can least afford it, would: capture largér tax payments from the 
"foreign affiliates of multinational corporations (The. Accountant,- 
dart: Sth). TE" E 


E 


' One of the thórniést issues raised in. T tax hearings of the 


Ways and Means Committee concerns ' the. wide disparities | 2 
between income as reported to the stockholder and as reported ^. 


to the tax authorities. Although the two’ ‘figures serve wholly. 
different purposes, the inevitable variances between them are: 


again being rediscovered, amid cries of horror. among lawmakers - 


and ( presumably) their less thoughtful constituents. Even. such a: 


penetrating observer as Professor Abraham J. Briloff, lecturer | 


1 
in accountancy at New York's City University, claims that some . 
reporting practicés yield divergences almost. so extreme that: 
- government". i 
The divergences áre » most marked i in real-estate accounting, . 
where tàx returns usually recognize only the instalment on a sale: 


vf 


ET they could "completely ' oS € tax. payments; to our jj 


of- -próperty,. while. stockholder reports will show accrual of the .: 


full sale price. The Accounting Principles Board has come to 
. grips 5 with this problem (examined in this còlumn on January ` 


25th) to' such good : effect that many of the 1972 reports of real- .», 


estatë companies are being held back for further evaluation by: 
managements and auditors, E 

Other divergences arise from: differences in the treatment of 
depreciation, "where the trend is toward ever Taster write-offs’ 
- allowed for tax purposes. Similarly, research and development, . 
_ Start-up. of new plants and advertising of new products will no 
doubt. continue to be expensed for tax purposes put capitalized -' 
for stockholder’ reporting: i 

"At least one congressional critic-of the profession | is going to 


great lengths to highlight his. disapproval: of this state of affairs. ` 


Senator William Proxmire, claiming that all tax returns should: 


be available for public inspection, has demonstrated: his: bu 


cerity by: placing his own in the Congressional Record. An - 
unintended side-effect has been the disclosure that he has Spent ` 
the equivalent of more than £1,000 on a hair transplant — 


' Service as a legitimate medical deduction. To. lesser mortals, > 


"Fon 1040 means tearing o out hair, not putting. it back. 
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Business Mergers and Take-Over Bids 
, Fourth edition, by RONALD W. Moon, B. LITT. F.C.A. 

Gee & Co, £3: 10. TM 
Mr Moon's book has now achieved its fourth edition and 


E 


.clearly is an accepted authority on its subject. From a general . 


int-oduction to the, growth of mergers and types of merger, he 
corsiders valuations in general and then-in private limited com- 
paries as well as public companies. ` - 

The attitude of governments towards mergers as wall as die 
effect of the dissolution of the Prices and Incomes Board and the 
.. Industrial: Reorganization Corporation in 1969 is discussed. 
` Defences against Eids are illustrated by examples, ‘foreign bids 


alterations in the capital structure of an existing business and * 


. with the predominant capital classes to be, found in public ` 


- 


- 


v. tion end acquisition method) in order to produce the Corres- , 


E 


companies. 
The appearance of this. new edition will be Sidon to all who 
“advise i in this sphere. d 


Finance Dictionary: German/ English 
 English/German 


` by FRIEDRICH K. FaLDBAUSCH, 
Leviathan House, £7°50. : 


Dr Feldbausch has utilized his study (extending over many 
` years) of the vocabulary of finance-employed in the United 


` States, in England, Germany, Austria and German-speaking: 


- Switzerland to compile an English/German glossary of financial 
terms. These include terms current in’ banking automation 
(data processing) When hé had completed the English/ German 
' secticn, the manuscript was handed over to Messrs Siemens 
who ased their TEAM program system (terminology evalua- 


ponding German/English section. 

Needless to say, there are expressions in the Ded States 
"which are not common in Great Britain and vice versa. The 
dictionary deals with both., For instance, one learns that in the 
. United States to 'scalp' is to realize a quick but small profit. 
"The book is attractively produced with soft covers and is small 


enougn. to slip into a pocket. It has appeared at the right time 


“in view of this country s entry into the common Market, © 
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A Auditing Manual, 1972 edition. 


M 


by FREDERICK STAPLES, C.P.A. 
The Counting Dome Publishing vos Thiensville cona 
$8-95. 


__ Mr Staples has the zeal of a crusader when on his favourite 
topic o the standard of audit working papers and the organiza-’ 


tion of audit work as a whole. His ‘Auditing Manual’ has in fact 


been around since 19:7, and rightly so, for-it does contain the , 
elements which are sa necessary in any manual. 


Designed for inclusion in the briefcase and thus not too bulky, 
it nevertheless covers the reference points required i in planning 


visits tc clierits, Heel the preparation of ópening entries from: 


ACCOUNTANT |... 0 uo 


- . - 
y 1 
- s . 
- P * "n - " 
» » 
+ ` a 


last year ’s papers and the discarding | ‘of outworn etal to ' 


thé final listing of queries for discussion with the client. It 


does ir fact rely on the assumption that the user will also be `. 
_ using Mr Staples’ own brand of standardized working papers; 
. not every auditor will agree on the extent of such standardiza- . 
tion, tEough all. auditing is better for the sort of discipline-it 


encourzges. 


References to táx law (e. ga in n connection with repairs) are to 


' the USA rather than the UK viewpoint, as are references to 


. currency — though this. is readily apparent and causes no 


- difficulty. Anyone seeking to devise a manual for his staff might. 
do:a lot worse than base his approach on Mr Staples” book, 

and even adopt this book as a whole with his reservations added 
as a guide to clerks, 


To readers in the UK, a comparison with Gooner’ s Manual . 


is inevitable. The approach here.is briefer and therefore less 
detailed. Because of this it may suit the smaller firmi better, at 
any rate in the first stages of introduction of a manual. One'can, 
however, conceive of. a firm deciding to place copies of both 


manuals in the hands of its supervisors and managers so that 


they can-choose the portions of each most suitable to. the firm's 
needs before issuing a final vetsion to staff as a¡whole, ` 

"The book includes examples of questionnaires, programe 
audit reports and model notes to accounts. , '' 
'Fleecing the Lambs ^ o oe O g 
by CHRISTOPHER ELIAS. ` E a a, 


Pitman, £2-50. ) 


In the midst of the debate on the regulation of ‘insider’ transac- 
tions, during which the Department of Trade and Industry i is. 


engaged ia discussions on the powers to be taken in a new : 


Companies Act, and voluntary bodies such as the CBI, the 
' Stock Exchange, the City Panel on Take-overs and Mergers; 
and the accountancy bodies are involved in the UK, a fascinating 


study emerges of the troubles which have beset the New York 


scene. It is a timely study in questioning the ethics of all self- 
regulating bodies where the public interést is involved; and in 
questioning the ability of such institutions to preserve’ fair 
trading. ` 


No doukt it is biased ; it is written by a mala to make a . 


point. Nevertheless, the story it tells, even if only partly justified, 
is enough to make us stop and draw breath and question much 
that is at present accepted as normal in situations of this sort. 
At the same time that one hopes the record is untypical, one 
often fears that it is more common than one knows. As such it is 
compelling. reading, | and recalls such British works as’ Paul 
Ferris’s “The City’. 

Yet this book would be no more than intensely interesting, 
were it not for the final chapter in which Mr Elias lists the re- 


forms hé reckons are'needed in the way the Stock Exchange: 


ought to be run on Wall Street. There must be different,views 
on his remedies; but that something requires to be done cannot 
be in doubt. What is perhaps of special interest is that the newly- 
appointed chairman of the SEC, .Mr Cook, has, apparently 
accepted as valid the principal remedy proposed by Mr Elias. 
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WORKBOOK FOR PRINCIPLES OF ACCOUNTS, by W. p Dew, ; 


A.C.C.A., A.C.LS. 176 pp. 84X 5%. Harrap, 65p: 
THE RIGHT TO.Manace, by W. W. Daniel and Neil McIntosh. 
. 217 pp. 8&x 54. PEP/MacDonald, £2-50; o £1 25. 
Basic ACCOUNTING FOR BUSINESS STUDENTS, b 
F.C.C.A., F.C.B.I. 210 pp. 9X 6. Macmillan, paperback £125. : 
MATH SHORTCUTS, by Flora M. Locke: 166 pp. 10x 7., John 
Wiley & Scns, paperback, New York $2.95, London £1:25. 


These books may be obtained oa: or through, Gee & Co (Publishers) 
Ltd, ‘The City Library, 151 Strand, London WC2R ij J: 
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FINANCE AND COMMERCE | | l 


- Commercial Union Sets a 
New Standard 


OMMERCIAL UNION ASSURANCE COMPANY'S 

1972 accounts are a ‘must’ for this column, setting as they 
do a new standard in insurance company reporting and laying 
down a challenge to the rest of the insurance industry. There 
are three main points in this Commercial Union operation, 
which appears as an exercise in inflation accounting but which 
is in effect an exercise in financial management. | 


Insurers in order to be in profitable business need to be able 
to equate premiums to risk. It follows that the risk needs to be 
accurately judged and in the past insurance companies have 
been in danger:of being taken by surprise at the extent of 


eventual losses on business written. Under conditions of , 


worsening inflation the need for accurate equation of premiums 
to risk by knowing the cost of the risk becomes even more 
demanding. It is in this area that Commercial Union, by 
applying fo all its non-marine insurance operations the 
‘adjusted’ basis applied in the’ United States, has taken 
action. 3 | l j 

The other two areas of Commercial Union action are in the 
provision for contingent capital gains tax liability on invest- 
ments and making good inflationary erosions of the employee 
pension funds. The actions (even the gains tax provision) have 
a relationship to inflation accounting but what they do more for 
financial management is to provide as true a profit and loss 
account and balance sheet position as can be devised. The 
quality of Commercial Union’s profit is" now in no doubt. 


IBNRs 


The Commercial Union accounting basis is set out plainly 
under ‘Accounting Policies’ and the background to the major 
change is provided in the combined chairman’s review and 
directors’ report. The decision to apply: the US ‘adjusted’ 
basis was taken because the standard ‘requires the most realistic 
account to be taken of inflation trends’. - . 


On this basis a specific provision is made each year for th 
estimated cost of claims incurred before and up to the date 
of the balance sheet but which have not been reported to the 
company by that date and for which no provision can be made 
. on an individual case basis. These claims are known as IBNRs, 

which stands for 'Incurred But Not Reported'. 


It is necessary to have records of the incidence of IBNRs 
over a period of years so that a realistic assessment of the 
required provision can be made.. Until 1972 Commercial 
Union had not accumulated enough statistical information 
on business outside the US and Canada to make the necessary 
assessment. Í 


The report explains that historically the provision for out- 
standing reported claims at the date of the balance sheet in- 
variably exceeded the cost of settlement of those claims by a 
margin which, with a general provision created some years 
. ago, represented a reasonable and sufficient amount to cover 

IBNRs. But the margin has been progressively eroded by 
inflation. E : 


Inflation apart, the numbers and average costs of IBNRs have * 


been increasing, as has the delay in their being reported. In 


some.classes of business delay can be up to five years or more. : 


Both the increase and the delay are due to an extent to the more 
comprehensive insurance coverage provided by the insurance 
market and also to the fact that access to legal aid is now more 
widely available. 


But if provision is made for IBNRs evaluated on the basis 


of past experience and current trends, underwriting profits or . 


losses will emerge in the years to which they properly relate, 
and premium rates can, therefore, be set at levels which take 
full account of IBNRs. As the accounts show, a once-for-all 
adjustment of £22 million net of tax relief has been provided 
from reserves to bring the liabilities and assets at January rst, 
1972, to the levels required by the US basis. 


In addition, it is necessary to charge underwriting results - 


each year with the amounts necessary to add to the IBNR 
provision to take account of increases in business transacted. 
On that basis, £5:3 million has been charged in arriving at the 
1972 underwriting profit of £200,000 before tax. There was no 
such, charge in 1971. 


A 


Substantially completed 


On the question of pension funds deficiencies the directors’ 
report states that in 1967, 1968 and 1971 — as disclosed in the 
accounts for those years — some £35 ‘million after tax relief 


was provided by transfer from reserves to meet the then _ 
deficiencies in the funds. Those provisions were made because - 
of the effects of inflation and, by making appropriate charges ' 


for pensions each year in arriving at the underwriting results, 
the group has, as a result, continued to maintain the adequacy 
of those funds. l 


‘We believe’, the directors’ report states, ‘the changes. 


substantially complete the task of ensuring that we have pro- 
vided for all liabilities for our world-wide business on bases 
which take account of present inflationaty trends in the light 
of our existing knowledge, and we intend to maintain the ade- 
quacy of both of these provisions by making such charges as are 
necessary in arriving at future underwriting results.’ 


Annual premiums 


Since 1968, when Commercial Union took over Northern 
& Employers group, annual net premiums have risen from £328 
million to £567 million. Whereas in 1968 there was an under- 
writing loss of £5-5 million, last year there was a most con- 
servative profit of £200,000. Over the period, investment 
income has grown from £23 million to £45 million and earnings 
per share from 7:44p to 12:66p. 


The boardroom view is that the overall underwriting trend 


is continuing to improve and that this, combined with growth , 


in investment income and some increase in shareholders' life 
profits, should enable improved earnings per share to be shown 
this vear. 
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T combined : directors' 


0 oo profit befozeta taxation: 


THE 


4 


HE directors’ report of. Olives Paper Mill Co, is, in effect, a 
‘report and’ ‘chairman’ s statement. 
As the report puts it: “For clarity of presentation of thé pro- , 


visions. of the ‘Companies Act/1967 in respect of the contents ` 


of the directors’ report, matters normally dealt with in the 
chairman’ s statement, or to which he now wishes to’ draw 
attention, are inco-porated i in this report”. 

Immediate atteation is drawn to profits ‘and profit ratios 
in the following manner: 


PROFITS 


t E 1 
As Re 
LI 


- Ratio of Sales ` 


| Variation 

" "x o5 5 1972-71 m 

l E x . & ce M . (In-" De- p. 

N "LE | ,1972 1977 crease + credSe —) 
NEM M MM UL MS c By Weight By Value’ 
A A UN DA 
.., January to June — 56,702 ` 32,544:  —0'905 `+ 337 
“July to December, .. 40,194' ,. 2,092 ed 4- 12:95 
3 NS 96,896" 34,636 . + 470 “+ Box 
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. sales in relation to the corresponding period of 1971. It may be 
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~ about half of the cost increases to be absorbed. In those cir- ^ 
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“The following table of sales A from. a 1967 base. 
: illustrates the growta that has taken place as the direct result of 
me as poney of planned expansion of productive capacity: 





e EE l " Ratio of annual sales growth . | 
E j . = By Weight By Value Average Sale Price. 
1968 . .. "i. .-b 7590  ^big47 -+ 7'42'0n 1967. 
1969 . .. i + 228 + 884. + 6:41 on 1968. 
01970 2°... + 9°09: +20°77 +10° 72 on 1969 , 
| 1971 e.c. 07 O19 c d 502 5522 on 1970 
(3972 7.. O + 470 + Sore + 3°17 on 1971. 
1968-1972 a +7216 35702 on. 1967 


cE2T'SI . 
: The interim report recorded the maintenace of production arid 


noted from the pfeczeding paragraph that the ‘ratio of sales 
. ¿growth for the whole of 1972 increased by 4- 70% in volume and ” 
"78:0195 in value. Whilst this is a very satisfactory improvement 
' When measured against the general level of trade in our section" 


of the industry, it.is substantially: below our targeted perfor-.. 


.mance, the attainmert of which depended. upon a more rapid. 
' expansion of demand than we have so far experienced, and freedom 
- from industrial disputes evidenced by the interruption of power. 
Supplies i in the first half of the yea l 


1 al rpm 


- The ten-year income record i is also contained within the de 
“purpose directors’ report, as is. the comment: on F orward 


Y: prospects’. : 
~o Under that heading it is’ stated that, under Phase Two? Ss. 


; limitation of profit margins as a percentage of sales to the: 
average level of the. pest two of the previous five years, ‘the 
permitted annual prt would be £181,000" based: on . 1972 
sales, ` 

The price increase recently diced the industry has left 


. cumstances. it is impossible to make any accurate estimate of | 


., >, The narrow, profit margins left to the industry, however, :: 


the level of profits that can be attained this year, although the- . 


¡board has- ‘budgeted for an expansion in sales and profits on . 
the basis that there is no interruption in production”. , 


“create considerable problems in financing. capital. expenditure `; 
on a' scale necessary to implement our projected etn 
production capacity; the sopor states, . 
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“ICI Regional Grants. | 


OMMENTING on the ICI E treatment f. 
Regional Development Grants at the recent annual meeting, . 
Mr Jack Callard, the chairman; explained that unlike previous * 
investment grants the Regional Development Grants “do: not 
. reduce the depreciation allowances given for tax purposes and 


therefore have no. effect on the profits of future years’. 


For that reason it was decided that: the most realistic way : 
of dealing with them was to show the sum receivable:in respect ` 


a of: 1972 as à separate item in the profit. and loss account, and, 


by so doing, to show that the full amount due for the'year had - 


— been offset against tax for the year-and so affected only profit 


after tax’. Mr Callard added the ICI view that “this“method 
also best fulfils the Government's intention that these’ grants, 


“should be seen as an immediately effective incentive to invest’. , 


In the ICI report it is pointed out that áccoünting : standards ` 
concerning’ the, regional -grants and the related subject of 
deed d E arising from tax depreciation allowances are 
Iikely to be issued before long. At the meeting, Mr Callard said 
'since the grants and taxation in general are such closely related 
matters, we believe that they should ‘be considered together : 


and we shall do this when the relevant: standards have been. 


issued: Meanwhile the report makes clear exactly what treat- 


ment we havé adopted’. MP RES NE | : 
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"HE decision of American Brands Inc to: raise ¡ts m in n the 
‘Gallaher company from 67 per cent to just over 80. percent 
b acquiriag a further 1o. million shares has proved | a con-' 


troversial « matter, particularly in “so far as the intentions of *. 


directors were concerned ; the directors, that‘is, apart from those 
also on the American Brands board, The intention of the 


' directors concerned towards the. partial offer was finally: made 


known, but just how that helped Dutside .shateholder to make 
up their minds is próblematical, i Pagi a 
Problemetical also is the extent to which the Gallaher com- ' 
pany needs to undertake ‘diversification on a basis that is going’ . 
to-make any major impression on non-tobacco versus tobacco . 
earnings. In the.last: year, {2,363,000 was spent on additions 
to Gallaher s engineering interests, and although as a result —- 


and also as a result of previous investment -- engineering profits . 


rose virtually £1 million, the'feature of. the Gallaher year was 
a:near £5 million rise in tobacco profits. 


, ES 1 


The breakdown was as follows: : 


E . £o00s : x 
OS : 1972 . |” 1971 > 

: Sales: Profit ., Sales: - -, Profit 
. Tobacco, 486,590 ' 24,360 | 416, 195 19,527’ 
Engineering 20,599 . 2,228." _ £1,006 1,269 l 
— Wholesaling = 30,110 l 405 18,973 un 24 1 
Optical and associated ` | A | S 

. activities 8,070 . 1,729 ' : 6,696 1,756 

' BI 15,369 28,722 452,870 2 
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ipei Tobacco has- iu Is made the best fist of: 
- diversification but even so-has not yet reached-a 50-50 basis, 
and probably won't.do so for. another year without another l 


‘acquisition: Eritish-American .Tobacco’s non-tobacco interests 


have made li:tle impact, despite the considerable finance 'in- : 
volved. Growth in tobacco prome seems to be justas much : a 
habit as smoking. nac 
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. ACCOUNTANT a a | 


"CN E NOTES ON THE/ACCOUNTS ` - 
l COMMERCIAL UNION ASSURANCE COMPANY LIMITED AND SUBSIDIARIES 


- 


{ Accounting Policies 


M 


(i) As last year,.the U.S. results have been consolidated, with contain modifications, 
on the basis of U.S. generally accepted accounting principles (the ''adjusted" basis). 
[t will be seen from the Directors’ Report, page 5, that the directors have decided 
to determine world-wide underwriting results by reference to this U.S. adjusted 
basis with the exception that (1) the London Marine business will, at the present, 
continue to be accounted for on the traditional three-year basis of accounting, and 
(2) there will-be no change in the basis cf accounting for Life business. In order to 
make this change it is necessary to redetermine certain liabilities and assets in 
respect of territories other than the U.S, as at 1st January, 1972, in order'to:— 

(a) Set up a specific provision for claims incurred but not reported (IBNRs) for those 
territories where apart from a general provision reliance has traditionally been 
placed upon margins in the provisions for known outstanding claims to cover 
any liabilicy i in respect of such late reported claims. 

(b) Provide for “unallocated claims expenses" which are tha estimated dni 
zive expenses that will be incurred after the balance sheet date, in settling all 
claims outstanding at the balance sheet date including IBNRs. 

(c) Mrs unearned premiums on the 24ths basis in preferenca to tħe traditional 

5 basis. 
(Commission and other expenses incurred in acquiring business are calculated 
and spread over the lives of the policies to which they relate. The practice of 
deu E. ER acquisition costs from unearned premiums has" been 
continue - 

(d) Capitalise furniture, fittings and motor cars and to ‘provide for their deprecia- 
cion. In the past expenditure on these items has been charged in full against 

z- the underwriting results of the year in which the expenditure was incurred. 

The total amount required in respect of the above adjustments has been provided 

by a transfer from reserves of £22m (after taking account of tax relief). The 1972 

underwriting results in respect of sources outside the U.S. have been charged with 


£5.3m (1971 Nil) in respect of increases in insurance business transacted in 1972 / 


to bring items yi to (d) above to the amounts required at 31st December, 1972;- 
the amounts for (c) and (d) being-not material. 

Provision has been made in these accounts for the estimated deferred taxation on 

the excess of market value over book value of General Fund investments that would 

arise in the event of realisation. Provisions for certain liabilities, including the 

Extreme Weather Provision, which were previously recorded net of tax relief have 

been restated gross, and che deferred tax asset so created has been deducted from 

the liability in respect of deferred taxation. Comparative figures for 1 971 have been 

restated on this new basis. Last year the estimated taxation that would arise on the 

realisation of General Fund investments was given in note 1E to the 1971 Accounts, 


A Profits. before Taxation 


” 


B Unearned Premiums 


“elsewhere on the equivalent 24ths basis. | 
C Commission and Expenses 


The Company determines its Fire and Accident adn results after taking full 
account, inter alia, of unearned premiums and outstanding claims, which are determined 
in the manner explained in notes B and D respectively. 

The Company eliminates fluctuations in underwriting results in any one year due to 
Extreme Weather losses, including hurricanes. Underwriting results are charged each 
year with an annual premium for Extreme Weather Risks, which is credited to the 
Extreme Weather Provision. This annual premium is based on the average of Extreme 
Weather losses experienced in the preceding six years, after adjusting for inflation. 
Extreme Weather losses, as they are incurred, are charged to the Extreme Weather 
Provision, The respective amounts arising in 1972 are set out in note 5. 

The profits on the Marine business transacted in London in a year are determined after 
a period of two years from the end of that year. 

Investment Income comprises interest and dividends receivable for the year and is 
stated before taking account of income taxes deducted therefrom. Profits arising from 
Property Development projects are also credited to Investment Income on completion, 
but the amount of such profits at present is not material. 

Interest on borrowings for the financing of Property Developments, is added to the 
capital value of the property. 

Life profits accrue to shareholders as a result of valuatioris of Life Funds in which the 
shareholders have a proprietary interest. lt is the practice to credit shareholders with 
those Life profits attributable to them in equal instalments over a number of future 
years, the number of which is the same as the number of years which the valuation 
covers. At the present time the principal Life Funds in which shareholders have a 
proprietary interest are valued eer three years, A valuation of the C,U. Life Fund is 
being made as at 31st December, 1972 and the closed Northern Funds will be valued at 
31st December, 1973. ,. 

The trading profi ts exclude items credited and charged to.reserves, such items being 
principally, gains less losses on the realisation of investments and properties and 


exceptional items (see Statement Í on page 21). [Not reproduced]. j 


Fire and Accident 

Unearned premiums are those proportions of the bremiums written in a year, that 
relate to the periods of risk from 1st January in the following year to the subsequent 
dates of expiry of the policies, after making a deduction for expenses of acquisition and 
commission in respect of the proportions of the premiums so unearned. 

Unearned premiums have been computed in the U.S. on the monthly pro-rata basis and 


S 


- 


M 


Subject to note B above commission and expenses are written off as incurred. Expenses 


include the Company’ s contribution to the Company Pension Funds in respect of 
present service, which is adjusted each year to take account of salary increases, and 
any additional past service liabilities that may arise. Full provision was made for past 
service deficiencies by transfers from reserves in 1967, 1968 and 1971 (see Statement I 
on page 21). [Nor reproduced.] 


E 


D Onutstanding Claims and Provisions 


Fire and Accident 

Full provision is made for the estimated cost of claims notified but not settled at the 
date cf the Balance Sheet using the best information available at that time. Provision 
is also made in the Balance Sheet for the cost of claims incurred by that date but not 
reported until after that date. Differences between thé provisions for outstanding 
claims at a Balance Sheet date and the subsequent settlements are included in the 
Revenue Accounts for the following year, ‘ 

Marine i : 
The premiums received less claims and dupane paid to date in respect of business 
transacted in London in 1971 and 1972 are carried forward in the Marine Fund. This 
Fund is considered to be sufficient to podas for all outstanding claims. x 


E investments 


The investments in the General Funds Salines Sheets are stated at their market value 
at 31st December, 1972 comprising Stock Exchange values for quoted investments and 
directors’ valuation for the unquoted investments and properties. The excess of this 
market value over the cost of the investments is shown under Capital and Reserves as 
part of the Shareholders’ Funds, after providing for £70.1m (1971 £48.2m) for estimated 
taxation thereon. 

Investments in the Life Funds Balance Sheets are shown at cost or valuation less invest- 
ment reserve. 


F Associated Company N 


2 
A 


‘> ow 


The Company owns 21.5% of the issued a m and 39.1% of the 9% Convertible 
Unsecured Subordinated Loan Stock 1980 of Mercantile Credit Company Limited, 
21.5% of the profits before and after taxation for the year ended 30th September, 1972, 
shown by the audited accounts of that Company, hava been included in the Profit and 
Loss Account as ‘Share of Associated Company s Profics'. 


Basis of Consolidation 
The consolidated accounts inclüde the accounts of three subsidiaries whose financial 
year ended on 30th June, 1972. Two subsidiaries, which were previously consolidated a 
ear in arrear, have now been included on a current year basis. 
n 1971, the whole of the issued share capital of World Auxiliary Insurance Corporation 
Limited (W.A.) was acquired for a nominal consideration and at the same time arrange- 
ments were made with a large number of London insurance brokers and three insurance 


companies whereby all these parties together with the Company agreed to discharge - 


the liabilities of W.A. The accounts of W.A. have not been consolidated, but full pro- 
vision was made out of reserves in 1971 for the anticipated cost tc the Company of 
its share of W.A.'s liabilities. 

The 1972 Consolidated Fire and Accident Revenue Account and Profit and Loss Account 
exclude income and expenditure attributable to the discontinued business cf one U.S. 
subsidiary. The estimatéd net loss of £3.6m, which is after crediting investment income 
and after tax relief, has been charged against reserves. 


Exchange Rates e 


Overseas currencies are converted i into sterling at the relevant rates o? exchange ruling 
at the Balance Sheet date. Rates ofexchange to the £ sterling for the principal currencies 
at 31st December were: 


1972 1971 
United States " > S2.35 $2.55 
Canada x $2.34 $2.55 
Australia $1.84 $2.15 
Taxation 


United Kingdom and Overseas Taxation, amounting to £13.3m after certain adjustments 
in respect of prior years, charged in the Consolidated Profit and Loss Account on page 
[509], is made up as follows:— 


1972 1971 
Corporation Tax at 40%, based on the profits for 1972 appearing £m £m 
in the Account 6.5 
Income Tax on franked investment income 1.8 1.7 
Overseas Taxes 10.8 9.7 
19.1 18.1 
Less Estimated Relief to U.K. Corporation Tax in respect of 
Double Taxation 4.5 4.2 
14,6 ` 13.9 
Less Relief to Schedule F Income Tax (including that which arises ‘ 
from Life business) on dividends paid 3.2 3.1 
i t, A 10.8 
Add irrecoverable Advance Corporation Tax arising on the > 
proposed final dividend "uM . 9 
Association Company ' 5 .0 
13.3 10.8 


Provisions for United Kingdom and Overseas Taxation in the Balance Sheets include 
Corporation Tax provisions'based on the profits for 1972. $ 


Life Profits are stated after all taxation. . 


Provision has not been made in the accounts for any taxation which may arise if profits 
retained by Overseas Subsidiaries were remitted to U.K,, in respect of which Double 
Taxation Relief could be claimed. 


The final dividend due in May 1973 will be subject to the new imputation system for 
Corporation Tax. The net cost of £8.3m represents 70% of the gross equivalent under 
the previous system (except that £0.9m irrecoverable, advance forporanon tax arises 
asa direct result of the dividend). 


Share Capital 1972 1971 

The Share ‘Capital of the Parent Company:— £m £m 

Authorised 

250,000,000 (103,000,000) shares of 25p each 62.5 25.7 

1,750,000 shares of £1 each L 1. . 1.8 
l 64.3 27.5 

Issued and paid ú ' jt 

201,892,289 (92, 820, 541) Ordinary Shares of 25p each í 50.3 23.1 

Nii (2, 593,161) ‘A’ Ordinary Shares of 25p each P .5 

1,750,000 5%, Cumulative Preference Shares of £1 each (redeem- 

able 1989--2009) 1.8 1.8 

p a MB 521 25.5 


' Under an Executive Share Incentive Scheme up to 2.711,590 Ordinary shares of 25p 


each were made available for issue; to date 435,942 shares, 5% paid, have been issued 
to 57 executives and are included in the 201 ,892,289 Ordinary shares above. Full 
conversion of the 4%, Convertible Loan Stock 1988 during 1975 to 1977 would give 
rise to.the issue of 4.333,334 Ordinary shares. 
New Ordinary shares issued during 1972 inciude:— 
(1) 95,413,702 shares issued as a result of the capitalisatión issue of one Ordinary: share 
of 25p each for every Ordinary share then held; 
(ii) 10,897,782 shares issued in connection with the acquisition from Mationzl West- 
minster Bank Limited of 13,720,800 Ordinary shares of 25p each (after 
d capitalisation issue) and £4, 973, 068 of 9% Convertible Unsecured 
Subordinated Loan Stock 1980 in Mercantile Credit Comoany Limited; 


(tii) ^ 91,886 shares issued in connection with the acquisition of 338,829 Ordinary 
shares of 25p each in Scientific and Electronic Industries Trust Limited; 
(iv) 70,425 shares issued in connection with the acquisition of ue share capital of 


West Bar (Leeds) Estate Company Limited; 

(v) 2,593,161 ‘A’ Ordinary shares redesignated Ordinary shares ftam 30th June, 1972 
in accordance with the provisions of the agreement between the 
Company and the holders of chose shares. 


The whole or any part (to be determined by drawings) of che 5% Cumulative Ddlerdnee 
Shares may be redeemed by the Company at any time on or after 1st July, 1989, at 
par. Any Preference Shares not previously redeemed will be redeemed at par on the 
1st July, 2009, or so soon thereafter as the Company shall be able to comply with the 
statutory provisions relating to such redemption. ¿ 


i 





“e There are no persons Lolding or : beneficially, interested i in 10% or: more of the share 
ro P capital of the Company. RETE. ] 

SUC 4 "Share Premium | DEM, ES DON AT 
T i -te determining the- cost of acquiring the Company's holding in Mercantile "Credit 


wow . Company Limited the 10,897,782 shares of 25p each issued in that conriection have been 


ae €ach in acquiring a holding in Scientific and Electronic industries. Trust Limited (now. 
- mown as St. Helen's.Securities Limited) ata value of 239,695 per share. The premiums 


this account was debitad with the capitalisation issue and expenses which: were incu rred 
zi s In-connection with the various share issues detailed i in ne above: 


4 s 7 nov 
- r " Ne da ut 
, 


5 "Extreme Weather Provision" > P INR EBEN 
- The Fire, Accident and Marine underwriting profit for the year amounting to,£0:2m i is" 


* *" after charging a premium for Extreme Weather Risks of £6.7m:which-has been added to. 


A Provision. As explaired i in note 1 (li) above all these amounts are now stated before. 


“oo, 7 deferred taxation re.ief. The following table shows: the movements ur 1972 coma AN 


‘f+ + with those i in n 1971:— WE M a, 
AR, DD Xi us s = E E DNE Er “1991. l 
| ‘Provision at beginning als year l Net "EB NL. "49.3 3° +e 13.6 

Add: Charge to Underwriting Results for year v 6475 3977549 
ks e ME Transfer from Reserves to give effect to the acquisition: of. E um 
i Employers Group Associates `, ; l ED 0. st M 
A , Exchange rate adjustment : T na " Macro Wege cob oS 
; PEJE : PS gg y aer Er 
"b MN NE UE XI de i wc oaov een 
Ee ig _ Less: Eligible Claims incurred during year EIN A, 50 "23 
4 , E E NTE ANE mee UMS. 
4 Provision at end.ol year S td p ARA GS 49 m 


ee . Retained Profits and Reserves ' : ` : 
' The movements in.retained profits and reserves are: summarised on page 1509] andfu rther 
'details are shown in Statement | on page 21 . [Not reproduced], which forms part of 
‘this note. Rétained profits transferred from the Consolidated Profit and Loss Acoust 
` of £12,1m include £1 -2m i in respect of the ia Company: 


7 Loan Capital ard Othér Loans, i i JE 1972 : 
m A: Loan Capital:—- A. í Po O rogo CE itu £m 
P n SiS 72% Dollar Notes 1978 ^ .. p S Ue cR ue Ue aede 5.8 
"$30m 84% Dollar Bonds 1986 ` AB 18 
aT RY Unsecured -oan 1988/93 tuos +.  228.. 209 
o c E "Convertible Unsecured:Loan 1988' . . | noaa ge €. o^ 265 
ETE $20m 83% Canadian Sinking Find ^ . . 5 : Wat od d 
arg ‘Debenture eee uem in1972) ^ ~ uL . 8.5- : : 
a m : Sue ; . f 4 x Eee ] kd DO 57.0 m. 45.0 
i B. -Other lcans:— * i 1972 -- > 1971 
'$155m Unsecurad Dollar Borowie akaya ió between: 1979 . jute wd MEME 
E Tu A. and-1990 (average interest rate 7.16%) - - cn, e 66(2 - * 56.3 
gae U.S. Bank Borrowing repayable 1982 MEN GNE m DE" 
EC Canadian Bank Borrowings repayable 1975 ` A ND acid 14.5 
o. ULK. Bank Borrowings-—repayable 1977- . VS AM ec 9 MUS 4 x 
x repayable 1982 MT. . 9.0 rn 
Jj : «Other Loáns ert a rd. "el 43 7 97 
P. go VEN ^ $t. . a "XS ETA tet 
Sac E stash Od E pad ure 103.5": 80.5- 
uo "c Interest on Loin Casital and Other Loans charged i in che; Consolidated Profit and Loss” 
n T3 _ Account om paze [509] ismade uP ‘as follows:— LS TA b 
iidem EE Dd a : tm : 
" $15m TEA, Dellar Notes 1978. "LEUR. m P QM UEM: be 
$30m 81% Dollar Bonds 4986 te 7 dA : 
Co FEY Unsecured Loan Stock 1988/93. . ~ ee ee dil. 1. 
nao HS Convertible Unsecured Loan 1988. _ M QUON C EO rie 
E " $20m 82% Canadian S,F, Debenture RAND XE Yad. 3 
«5 S155m Unsecured Dellar Borrowings 3 37s S45. 774. 
Uo. US. Bank Barrowings . ^ '.. Nx p. WR ue EU 
, > o Canadian Bark Borrowings i , ds ye on Ad: 
a " U.K. Bank Borrowings ae CE LAC NACE E NE Tapa. Sida 
ud ; Other Loans. - A E c EE TRE 00 t t at 
i hx "D ae "ue mox Ag ei ' 10.1: 7.8 
b ' - is ^ X = — rm 
*D, The An 7I Dollar Notes will ba redeemed at their principal a amount on 15th Decem- / 
TE er 


The $30m €4%, Dollar Bonds will be redeemed at their principal amoünt by annual 
instalments of $0.7m each in the years 1976 to 1979 inclusive, of $2.4m each In the years- 
` 1980 to'1982 inclusive and of $5m each in the years 1983.co 1986 inclusive. 
"Vo og. The whole or any part (to be determined by drawings) of the 73% Unsecured Loan 
L2 NES Stock 1988/93 may be redeemed by the Company at any time on or after 1st July, 1988, 
ae TE ss os. stock not previously redeemed, or purchased will be repaid at par on ist 
$ E i u Y, 


the The 4%, Convertible Unsecured Loan may at che option of the holders be converted 
eed -inco Ordinary oP shares of the Company.i in 1975 on the basis of two shares lor every £3" 

"*: © “of Loan. 
4 Male The $20m Canadian Sinking Fund Debenture will be redeemed at its principal amount 
è _ by annual instalments of $0.5m each in the years 1977 to 1979 inclusive, of $1m each in the 


“years 198€ co 1991 incl«sive and final redemption on 15th April, 1992. 
, Other loans include bank loans amounting to £3. 4 (£3. 7m). . P" 


D “8 avanit M 
“- | A - Ordinary Share Investments at 51: st December, 1972 which asper Ín the Life Assurance 
", 7 Consolidated Balance Sheet on page [510] include shares controlled by the Commercial . 
Union ‘Live Fund and by the Northern Non Participation Life Fund. wkich together 
- represen: 11.5% (11,8%) of the equity capital of Trafalgar House investments Limited. 
B Ac 31st December, 1972: the Company and its subsidiaries held investments exceeding 
1094, of tre equity capital of a number of other companies in the United Kingdom and 
elsewhere, thé tctal of which did not Fepresent ay ‘material part ofthe assets or. invest-: 
ment income of the Company. '. 


- 


¿or o.» General Insurance Funds, an additional 0. 8% was held by the Life Funds as part of their 
i normal‘ investments. 

In.carrying on the business of investment, the Coin nany and its subsidiaries had anrod 
„into futi re commitments to make investments after 34st December, 1972, in op pro- 
l i “perty development which are not reflected in the Balance Sheets on pages [510 ] i 

/ 7 "us ES N ji E & d a 
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~ $ ef 232.05p and 214.699 per share have beer addéd to Share Premium. During the‘ year. 


+ the Provision. Extreme Weather claims, amounting to £5.0m. have been charged to the . 


1971 


~ n. additi»n to the 21.5% of the equity share capital ‘of the Associated Company held by . 


vog 


' valued at 257.05p per share. Additionally, che Company issued 91,886 shares of 25p . 
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Emoluments (excluding: persion contributions): -— . 


` "been made in these Accounts for either of these two amounts. c0, 7 E Hs 


E 12h; 1973- 


Je Mi 


‘ 
P i a : 


Subsidiary Coniodniós i 
1510); 


Interest i in Subsidiaries, appearing | in the Parent Coinpaty B Balance. Sheet on ad 
consists of:— M ai ice 1972 1971 : 

- y Bow su or £m fm ` 
Shares at cost and at valuation ic 103.2” 97.6 
Amounts, receivable (studie dividends for 1972), 45 0. $7.8: 

A M COENA dé&2 — 1154 

des Amos payable (after dedicting dividends for 1972) > 18.9 . 4 

' A $4 gm RI GE dE 129,3 ' 115.3 ` 


m B ^ *. sa * DU 


i oan Ad aiaia E 
A list of the principal subsidiary c companies appears on 1 the inside back cover and forms 
part of these accounts, * I pt A 
Capital Expenditure ; . 
constructing a-new U.S. Head Officó. búilding In Boston, Massachusetts 
and at 31st December, 1972,'the future construction costs are estimated to be approxi- , 
mately $15.5m (£6.6m) for which no provision has been made in these accounts. Other 


. property developments will require'£51m of which £9m and £17m ¡have been the sub- ' 


T 


- 


ject of signed contracts in the Life and General Funds respectively. No provision has 


! ` 
2 to 


1 Charitable and Political Contributions -- 


During:1972 the Group gave a total of £50, 249 (£38, 505) i in the Únited: Kingdon tor” . 
charitable purposes. : 
In addition, £14, 500 1£1 1 250) was contributed to the following political organisatjoris;— PM 

> Aims of Industry 0 ; 


to 


British United Indust£ialists ^ j ; £12, 500 
. The Economic League Le F, e ; 
a : : A LF ] 3 SRA eet nee 
Directors” Emoluments: | ^ Ave l 1971 2 
(o In respect of services as did n l .57,476 . ,,30, 2 IR 
b) Pension contributions — non-executive dia i 2, 500 17,000, 
«(c) Other emoluments,: including. pension contributións tos, i 
executive directors — v, , z fee UL E 163 ,501 ` 220, 707 
(d) dci toa retiring director ae s , .5,000- 


. à 
zu 
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] £247,477 £268,436. 
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00.744972. 5 04971 ^ 

Chairman’ 14.172 to 174.72 . . T wwe £2,961 — £10,000 - 

-17.4.72t0 31.12.72 +. ,. +: T ' £8,799  - I 

Highest paid director com LN LT, t . E2597. £35,001 a 

, Other directors, by scale: my ae : a å doy `- 4972 1971 . 

Not exceeding £2,500 ' DEM. l Quee a l 12: e fR 

. £2,501—£5,000 ' gee qu E. aa : m. E e c up 

.£5,001—£7,500 ` got ee E M po A, ES to. e 
£10,001—£12,500 .- E E INA A ; 
£12,501— £15,000 T us Anc XE YS pu " um 

, £15,001—4£17,500 + 77. 5 aag UM IL S. S T ous 

O£1L504—£20000 eG da 

£20,001—£22,500 : cm d NO CE 

-One director has waived emoluments of £455 (6583). zu Es o p 8 a np Wh us 
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Auditors’ Remuneration ; 


. Total remuneration for 1972 was 253, 000; (£223, 000) of which £64, 000 (5.00) eliter. 


to. the Parent Company's and United Kingdom. subsidiaries. P 


Employees vis ; " 


‘The average number of persons 'ekelayéd > the Group i in the United Kingdom each. 
. week during. 1972 was 8,400 (8, 550). The aggregate remuneration paid for the year”: 


. . was £18.2m (£16.8m). os 
,. The.number of employees, "exeluding directors’ and overseas personnel, who recéived- 
remuneration exceeding. £10, 000 Wasi co $4 4 c, e e CM 
PESE e ". 1972 1971; 
‘Over £10,000 but.not more than £12,500. + d -a 5 10 uu" 
Over £12,500 but not more than £15,000- > -> se - Fos 
Over fa, 000 but. not more e than £17,500 Paea NN hess 
KD . G a ee 
. A f M ^ à .* S . 14 * * 8 ê 
7 > " A pe "s Ñ a TES 7 T , <= =n `> 
General E E ] : a - : 


The profit see taxation. dealt with in the accounts of the Commercial Union Asaree. . 
Company Limited, including dividends from:subsidiaries, was £16.6m (£17.9m). 4 
Loans totalling £18, 708 (£9,373) made by the Company under the authority of the . 
Companies Act 1948; Section 54(1), proviso tc), were outstanding at, Jist December, Er 
Fire' and Accident unearned premiums and Marine and Aviation Funds in the Consoli- 
dated Balance Sheet at:31st December, 1972 are stated after crediting exchange adjust- _ 
ments of £10.4m and £1.3m resnectively. The Life Assurance Funds in the Consolidated ~ 
Life Assurance Balance Sheet at 31 st Decem ber 1972, are stated after ereciting exchange - 
‘adjustments of £9.0m. , 


D The calculation of earnings per share is based on earnings el £25. $m (£21.80) and on the ^ 


weighted average of 198,4m (180.2m) ordinary shares in issue during the year. Earnings - 
par share for 1971 have been recelcuiaced m respect of taxation: on the same basis as in 


« . * oe A 


F, E. PR. “SANDILANDS 





- N. GE. DUNLOP | Diréctors. A A NS 

J. LINBOURN Secretary . , London, Sth March, 1973, ; 

7 > + 7 DA "ud 

AUDITORS? REPORT: Oo SS e M 
to the Members of the Commercial Union Assurance ^ Me qut 
Company | Limited. A E. Ze : 


We report on the accounts set out on pages [509 to 510] which include these oí certain . y 
subsidiaries. made up to dates other than 345c December, 1972. Changes in accounting: 


policies, of which we approve, are referred to in note 1 on page [511]... 


LONDON 5th Pret 1973 E A 


. ln our opinion, based on aur examination and the reports cf ithe auditors of certainaub’, * 
.sidiaries and one associated company not audited by us, the accounts, including che balance i 
> sheets, and' revenue account of the life funds set out on pages [509 to 512], comply. with © 

, the „provisions of the Compinies Am: te and 1967 applicable to insurance companies, ` 


- : ata BROTHERS &- CO.. h 
Chartered Arenas - 
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April 12th, 1973 i 


Specialized Tuition for the 
Examinations of the 
institute of Chartered 


Accountants 


- E 


' At the examinations leading to the qualification of Chartered Accountants, Metro- 


politan College students have gained pver 





 T,000 SUCCESSES AND 350 HONOURS - 


“including fifty-six first places, thirty-eight second places, sixty-six third. and fourth 


~ places, and numerous prizes, medals and scholarships. 


k The Metropolitan College offers you the benefit of ` 


. more than sixty years’ accumulated experience in 
examination coaching. 

X A guarantee of coaching until, successful. 

¿Je Helpful, up-to-daté study notes, mostly in printed 
pocket-sized booklet form. 

% Adequate test practice and tutorial criticism, 

% Invaluable self-examination questior s. 

X Otficial publications of the Institute, appropriate 
to the intermediate and .Final examinations. 


. JOINT DIPLOMA IN MANAGEMENT 
"^ ACCOUNTING SERVICES 4, 


. CERTIFICATE IN MANAGEMENT 
INFORMATION: : 


' "The above-mentioned examinations are open to 


members of the Institute and have been instituted to 


improve the standard of accounting services and. 
to encourage study in the increasingly important field -. 


of business administration and organization respec- 
. tively. When applying for particulars of the College's 


- Founded 1910 - 


` Member of the Association of British Correspondence, Colleges. 


LINKED PRIVATE 
STUDIES 


The Luton College of. 


Technology and Metro- 


-politan’ College” now 


offer facilities for 
integrated oral and 
correspondence tuition. 
One week ‘pep’ Courses 
-to assist students in 
areas of weakness. 
Week-end residential 
'Punch! courses -— for 


.intensive concentration 


on particular subjects. 

For details of these, and 
other linked courses 
write to:- Metropolitan 
College. St Albans. 





' ALI 3NE 


: expert postal courses, please specify the examination. in which interested. voa 


"m Write today for a free copy of this college ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (A1). or CALL at 30 Queen Victoria Street, 
` London EC4N 4SX, Telephone 01-248 . .6874. After Office hours (5 
Monday.to Fridav) telephone messages are recorded electronically. . 


Metropolitan College 
ST ALBANS 


Accredited by the Council for the Accreditation of Correspondence Colleges, 


LAW STATIONERS 


COMPANY PRINTERS 


COMPANY. AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 


Rubber Stamps 
All office requisites 


READY- MADE COMPANIES 


inclusive 


38/40 FEATH ERSTONE STR EET - 


LONDON EC1 


.01-253 2977/8/9 and Telex 262687 


morat 0344. p nos) 


i 
i 





p.m. 
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A legacy for the “Methodist Homes for the 
Aged i is a means many generous people adopt 


' jn expressing gratitude | for their own home. 


and for security and i neues in | their 
old age. 

There are so many who are less fortunate and 
for lonely and anxious old people the Metho- 
dist Homes for the Aged are a haven and a 
home. ‘Our. constantly growing income from 


legacies, more than any other factor, has en- : 


abled us to provide thirty Homes but 
unfortunately even these will accommodate 
only a few of the hundreds-of deserving 
people on the tragically long waiting list. 


. We have several excellent sites for new Homes 


which can only be developed | when urgently 
needed capital is available. Will you please 
bring, this to the attention of clients who are 
making their will? | : 


- 


- Methodist Homes 
. forthe Aged — 


General menue Rev. R. J. Connell, B.A., B.D, 


1 Central Buildings, Westminster, London swi 
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For sale. by auction 
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. FREEHOLD A LONG. LEASEHOLD - 
SHOP PROPERTY INVESTMENTS | 


^ - V 
. ` 


L 
. 
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x i z . 79/80 Fore Street and 93/101 South Steet . 


Modetn block of 11 units on major retail corner. . 
< ^, Tenants include Times Furnishing Co Ltd; Etam Ltd; 
Eastmans Ltd; Freeman Hardy & Willis Ltd, etc. 
LEASEHOLD (81 years) £3,315 p.a. without review.- 
Fully let arid producing £13, 450 D: a 


= >: WALUABLE REVERSIONS FROM. 398 
SMETHWICK = BIRMINGHAM: = © ` 


Ae c T (7 518 Bearwoód Road 
Excellent malice position let on ground lease to ) 
Allied Suppliers. Ltd, at £7- 50 p.a. until 2003- 


- EXCEPTIONAL REVERSION 


— 4, + 


FREEHOLD SHOP PROPERTIES 


LONDON Wi | 27 Duke Street 


2 Outstanding West End location opposite Selfridges. 
fete. A Frøntaga 20 ft ,. 


HEREFORD 


' — Finest retail position. ©’ 
PM Frontage 20 ft. 6 in. 


PAGANI POSSESSION. 


nm 


" P Bi 
o 23 Eiga Gate | 
? Depth 63 ft. 6 in. b A 


" —— o 
Eos FOLKESTONE 


i Land zoned for jesidentini redevelopment i in aun: 
location on promenade. Site area almost 3 4 acre. 


"Eu A ep OB ¿ A > 
* - s . 
- Auctioneers: a E E" os ox» x 
1 , 
n X. . » 





Mot 

1 ~~ E 
+ —— ` ï - 3 * 5 — 
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~ 





Depth 50 ft. Gin... 


- 101/113 ‘Sandgate High Street’ E 


29 3t. George Street, Hanover Square, LondonW1A3BG.01-6299292__ 
M i a ` ' RD 


i 2 i 


KING'S INVESTIGATION BUREAU 


i | LIMITED: z 


| Criminal and Commercial Investigations 


Cases of Conspiracy: and Fraud. Internal Thefts 
and Extensive: Pilfering. Corruption and Leakages 


April 12th, 1973. 


"~ 


^ 


of Commercial 'Information. Surveillance “and ~ 


Undercover ‘assignments. Character and ante- .- 


cedants of individuals and bona fides of business 
corícerns. Financial Investigations: and. enquiries 
into matters arising fróm Bankruptcy and Com- 


assignments. pe um E 


y 


 ., ` CHANCERY HOUSE... 
. .. 53/64 CHANCERY LANE (`. : 
s. “-: LONDON WC2A.10U ; 


pany Liquidation proceedings. Specialist Secürity 

‘Services. including’ Security Surveys- covering 
- Computer Operations ‘and confidential - Data ' 
. - Control Procedures. Counter Industrial Espionage ` 


: Telephone 01-405 0343 - n ipe 


This Bureau does’ not undertake enquiries 
“in connection with matrimonial matters or. 


industrial disputes. 
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- For nearly 100 yéars we b: 





students. + T 


.THÉ LARGEST. SELECTION OF . 


ACCOUNTANCY AND 
MANAGEMENT - 
PUBLI CATIONS - 


a i "Distributors for aiii of 


^^ 


.. THE INSTITUTE .OF COST AND "MANAGEMENT. ACCOUNTANTS E 


“' have published "books for .. 
+ the accountancy profession,: | 
éspecially textbooks for 


Hi 
“ 
: f 
, 


‘ 
4 


ane THE ASSOCIATION OF CERTIFIED ACCOUNTANTS ge cies 


THE CITY LIBRARY 
GEE £ CO (PUBLISHERS) LIMITED 


ISI STRAND, LONDON WC2R IJJ ^ - ff 
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Bank of England Minimum Lending Rate - -April 6th, 1973. SÍ % | 3 Finance House Base Rate — dió Ist, 1973. II % | : 
da id | DENN: Bills A E ^. Retail Price, Index (16. I. basico 172 4, 16.2.73 (from. 171:3) a 
EF : i . a. "i | , repi 
- Feb. 2 2d os . £8: 108996. -Mar.g >ra y .. (8: 22 44%, A Tax Reserve Certificates (3.1 74) Personal 32% E M 
Feb. 9: " . £8-090295 1 Mar 16... ^'.. £8:0972%. ie s CODEN certificates no longer on'offer) . .- xig 
C Febo16 . ...^ .. £80730% . Mar.23 ~- .. £7:981995 / 4 E EG owed 
Feb. 23 | E £8-0600% Mar. 30 .. £79350% . Foreien Exchanges  . |. o A eum 
Mar. 2. e - £8:1232% April 6 es ET 873896 ' ` New York | : 2-2 4844: Frankfurt .., . T. T0550 "s 
E M IA i E Montreal ^ .. «s. 2:4817 - Milan | .: o's.) 146175. K 
' ES na pq. kao up = pecu En -73100 Oslo a es 214066025 >, 
; à Money Rates . Brussels ' 99'5250 Paris- 7 2a: fh. wel. ID2825 "qos 
Es ird to day .. © ... 8- 84% . Bank Bills +" ~ 8M _ Copenhagen . 154200. ' Zürich P c wu 490425 " 1. 
"2days co. i. 5... BE 84% "n ^ 2months' `.. .. 8}-8$% mon 4 is pad o. od PE 
Fine Trade Bills f 3 months ..' '81—-8£ % di a * Giltedged ; i "$E i 

r months .. 16-11396 ^ 4 months ` .8$-8$96 | Console % > PE `., Treasury 996 1 'goixd ' . 

¿2 months .. - ..,, ro-1i [1754 . 6 months | . 91-9395 Consols 1% may E, reas TA $4.86 o WE 

m g months .: © ..", 10-118% "^  ' “+ Conversion 34% >: = 344 -Treasury 84% 87-90 .. 89%, : 
Pp EE n E Pn Lad 1974. Pod i I ao 1946 f 93, a 
TE ] ; a '  ,Funding 34% 99-04 ^..' 42 reasury 3396 77780 ...  75$.° | * 
Pig _. . Three Months Rates | , |. . Funding 54% 78-80 82 7 Treasury 34% 79-81 73b. us! 
Local Autista; deposits gł- a "Hi Funding 54% 82-84 ^ .. 80} ‘Treasury 5% 86-89 .. 648 ~: 

..: Local authority bonds  8i- 74 : Funding 5$95 87-91  ... .68à ` Treasury 54% 08-12 ..,' 578 ^ 

| Sterling deposit certificates . ‘Ok ok ' Funding 6% 1993. ... 68% Treasury.2$% .. - | 248 7 
| 7 ^, Euro-sterling xwv" . Xo$—1ir , ^ . ¿Funding 65% 85-87  .. 77 Victory 4% . 98 -* 2 
MU O TE 8.7 s Savings 39 65-75 '. 9I War Loan 38% 0.368 2° 
SNC EE K^ poer Readers will UT jos, noted that the column headings n the ` E e 
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HETHER the equity sectors DM the omite are 

'staging a” rally within a bear market or. have left a bear 
. market behind, is a matter that investors currently seem to be | 
_ leaving to: ‘chartists’ to argue about. Nothing attracts money . 
to the stock market more than rising prices, and the risé since . 
the winter trough i in FT Index terms is now considerable. That 
the equity rise is being helped by the apparent Government 


_ view that interest rates are over the peak is a matter of some . 
" solace to those insisting that the bear market is over and that the 


bull markét is well and' truly on, ^-- .- 


The Governmeñt's £15 million ‘bet’ on interest rates over’ 
-the next thrée months is certainly an interesting affair. But there 
is room to doubt whether in fact the Government is betting the 
. building. societies that interest rates- will -be’ lower in three” 
months’ time. | - : 


- Ín its talks with the building societies the Government Was”. 


? 


‘faced with the fact that if the sócieties were to raise ou 


lending money, the investment rate: ‘would need tó be put to a 
level which would mean a ro per cent mortgage rate. But a 

two-figure mortgage rate would have been politically bad, so; 
the Government bought time to'the tune of fi 5 million and 


, postponed the problem for three months. : 


Having bought, three ‘months’ time the Gema now - 
stands to be accused of rigging the market'if interest rates do, i in 
fact, fall: far enough during that period — far enough, that is, to 
warrant a reduction in building society interest rates. ^^! . ` 


But the prospect that, the authorities will be endeavouring to 
use the gilt-edged market to official advantage has brought: 
_ buyers back to gilts and that, again, 1 re the equity market. 
to, some' degree. . "E l la 
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| T over $90 an ounce, the free market price of gold i is certainly . 
in “bull” condition. A - price of $100 an ounce is the most * 
„forceful. forecast:among bullion dealers. That level is expected - 
to be reached before the end of the year. Only at the beginning. 





of this year. such a forecast might have seemed: unreal; but it is d 


now decidedly: firm. So firm; in fact, that ‘before the'erid of the: 
‘year’ is being brought forward and there is now talk of $100 
an ounce for gold “within the next few months”, 


E 


A US Senate vote in favour of. allowing American citizens n s 


- to hold gold has. naturally helped the bullion market;: even 


. though a vote in the Senate is far from being a final US. Govern: . 


ment decision in fact. But i ina confident market the- Senate vote ` 
becomes a firm factor." S wrote o m 


t I 5 
as . 1 * 


TRE rising ; gold price ‘continues to celica currency un- 


certainty which, in turn; continùes to reflect the shift of vast, 
“international funds into the currency ‘markets on' a profit- 
seeking basis. It.has been estimiated by the American Federal" 
. Reserve Board that in the first six weeks of this year there was 
a net outflow of $1:3 billion from: US commercial banks and a 
` further $1-2 billion occurred in the following four.weeks. The 


+ 


t 


- banks, therefore, contributed heavily to the pressure of funds A 


_ leading: to ‘the double foreign exchange crisis. 


¿A Federal Reserve Board governor has said that “the o 


bility of the, US banking system to influences originating abroad. 


but which result in large capital, outflows from this coun, re- 
" mains a serious problem’, i E a FEL 
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N^ pr quarter-end prices in last week's i issie were misprinzed Mar. 3rd instead of. Mar. 30th... "m : 
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.Brightening Further 


Mie behaviour may have been distorted, a little 


of late by tax loss selling at the end of the fiscal year, 
. ¡but nevertheless prices have held up well and the Financial ` 
Times Industrial Ordinary Share index is on the 460 mark 
. against 520 a year ago. ‘The Government's counter- 
inflation programme is now seen to be meeting with 
success and it could -be that despite ; a number of clouds | 


still on the horizon, the market is about to move forward 


`‘ 


P 


t 


. on a broad f-ont, T'heré are, of course, a number of im- 


- ponderables: There is as yet no decision by the Govern- 
ment as to -its ‘longer-term policy : for business rents’ to 
` quote the White. Paper on Stage Two, and. while Stage 
— Two will come to an end next October, there is still the 
uncertainty of Stage Three. Still, despite Stage 'T'wo, 
' prospects generally look brightér than for some time past. 
: Below we give our selections of corporation loans, fixed 


- interest Mo and ordinary shares. 


Ae at ST 
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m os Corporation Loans te R- € 
: Í | | "X | 1972-73 
. Price Yield | High Low 
¡A UE Council SA per >>.. APP 
cent 1988-90 76 89. . 93 74 
Corporation of London 63 per i ' 
cent 1990-92 x. 75 90, 105 . 90 
Greater London 12 per cent 1981 90 86 102^ | 90. 
Barking 73 per cent 1976—78 83° 105: gt 


Y 


Fixed Interest Stocks (Industrial, Commercial) 


3 X 1972-73 ` 
am Price . Yield High — Low 
_. » Thomas Tilling 7% per cent it deben- e RNC 
^ ture 1985-90 ; 77 9-5 91 75 
Thomas: Tilling 83 per -— MESS mE 
. 1989-94 — . e e 87. 98 101, 84 
Tra'algar House 101 per cent loan ^ | ^ 
2201-06 ;. e e 7 95. 104 [7113 > 84. 
Tralalgar House 102 per cent deb- ' TR EL 
^. éenture 2000-05 E ES 105 10.2, 119 107 
Ordinary Shares JA 
1 m PIE 1973 . 
4 . ‘Price ` Yield Ratio | High: Low 
de 2d PR eap tes 
shares bi 218 2-1 — :295 200 
Star: (Great Britai son , | e 
shares ~ - 249: 2:6 — 346 220 
London. City & Westcliff o i it MPO is 
10p shares’ 414. -.36 . 307 - 53  .35 
` Kleinwort Benson ins. E | | 3 
se 450 26 — 195 143 


. dale 25p shares 


^ 


P | ACCOUNTANT. 
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J H. Va vasseur 


On March 29th one. of the selected ordinary shares Was 
. J. H. Vavasseur. Since that date the annual report for the 
calendar year 1972 has been published and most interesting. : 
reading it makes. For that year group profit before tax - 
ross'froni £1,263,000 to [2,936,000 and earnings per 
. ordinary share from 11:25p to 20:41p. In the six years . 
since 1967 growth has been dramatic, group profit having. 
risen from £45,000 and earnings per share from 0-67p 
to the present figures. Moreover, the company's aim is to - 
maiatain.for the near-term future; an annual growth: 
target for earnihgs. per share of not less than 20 per cent. 
The company and its associates. now own approximately 
25 per cent of the share capital of First Investors, American 
Trust SA. ^ | | 


Star (Great Britain) E 


This company is said to be the dud largest property” 
company registered i in the United"Kingdom but it also has : 
extensive interests in North America. For the year ended 
October ‘31st, 1972, profits were {6°83 million against 
£6 million for the previous 1g months. The dividend is 
12:6 per cent ~ the maximum. permitted — against the - 
18. per cent forecast in April 1972» "Therefore the dividend 


is likely to rise to 18 per cent as soon as conditions permit. +. 


A one-for-one scrip issue is proposed. Gross assets for the. 
past year were £607 million against £393 million for 1971 


_ and net assets were {151 million against £49 million for 


1971. It is hard to believe that with progress running at 
this rate, the shares will not respond handsomely ‘in time. 


- 4 H 
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London City & Westcliff 


This is a smaller property company but a very good one. 
The company was: established some 40 years ago: sand is ' 
most efficiently managed. It pursues a vigorous programme 
of. „purchasing first-class properties for investment: and 
further zrowth in assets, profits and earnings per share are 
assured. In the year ended September 3oth làst, group 
profits before tax increased by 55 per cent to £2:18 million, 
and the dividend (for which Treasury consent has been 


, obtained) is 1577 per cent against 11-0 per cent. However, 
_ a dividend of 20:39: per cent could have been: paid but for 


dividend restriction. Group properties are. conservatively 


.,Valued by the directors at £64 million or 54-99p a share 


against the current market price of 44p. per share. 
" ra - e F 
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Kleinwort È Benson Lonsdale 


A 


"This is a major- merchant: bank and at the present price the 
shares.are relatively cheap. In 1971 the company formed a “` 


new bullion subsidiary in New York' and a new London: 


A ! 
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bank in partnership with the Bank of 
the largest commercial bank in the world. For 1972, banking 
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America, which is profits rose 42 per cent and current prospects for the 
company appear to be encouraging. 


A A e a eee UP CTUM 


FOR those who think that shares are 
likely to rise rather than fall in the future, 
this could be the time to take up one of 
the various schemes for borrowing 
money to finance their purchase. At the 
moment, however, one of the chief 
drawbacks is the rate of interest which an 
insurance company is likely to need. 
Even when one takes into account the 
full relief of tax which can be claimed 
(apart from the first £35 each year), 
some rates range up to 15 per cent or 
So. 

One of the pioneers in the field of 
borrowing for share purchase was the 
London and Manchester Assurance Co. 
Its scheme is restricted to approved 
investment trusts and unit trusts, but it 
could be convenient to have manage- 
ment of this kind; it avoids the need to 
switch investments within the portfolio. 
Rates of interest are reasonable (com- 
pared with what has to be paid in some 
other quarters) and are fixed for the term 
of the loan. The endowment policy 
which has to be taken out at the same 
time can be on a non-profit or with- 
profit basis. 

With the scheme operated by Unit- 
holders Provident Assurance an advance 
will be provided for up to 75 per cent 
of the cost of approved investments. 
The balance must be provided either in 
cash by the purchaser, or by advances 
from the bank against the security of 
shares already held. 

For instance, an advance will be made 
of up to 75 per cent of the value of a 
portfolio of approved investments, pro- 
vided the investments are deposited. 
There are no hard and fast rules about 
how much will be lent. Each case. is 
looked at individually, and the bank 
making the loans is concerned primarily 
about the whole of a person's financial 
circumstances, with particular reference 
to his capital position generally. The 
securities eligible for this scheme are 
trustee stocks, unit trusts, government 
securities and single premium bonds 
issued by the company. All investments 
must be approved. 

Only non-profit policies may be taken, 
and the rate of interest depends on the 
value of the policy. For instance, if a 
policy is taken out with a sum assured 
equal to 150 per cent of the amount of 
the agreed facility, the rate of interest 
is minimum lending rate plus 33 per 
cent. Where the sum assured is equal 
to the agreed facility, 44 per cent is 


added to the minimum lending rate, 


and this rises to 51 per cent if the sum 
assured is no more than two-thirds of 
the amount of the facility. 


& e Y 


JESSEL BRITANNIA have issued a bulletin 
dealing with the tax treatment of bonds 
and unit trusts. It includes tables showing 
the tax comparisons, and also graphs. 

The point is made that, once a unit 
holder reaches his maximum capital 
gains tax liability of 15 per cent (after 
crediting his automatic 15 per cent tax 
offset), his liability is limited to this 
proportion. On the other hand, the 
liability in respect of a bond holding 
accelerates as top slicing produces higher 
effective rates of tax. 

Apart from the internal disadvantage 
in respect of capital gains tax (of the 
order of 5 to ro per cent) there will 
come a point when the direct charge on 
the bond holder will exceed the 15 per 
cent maximum under unit trust assess- 
ments. The bulletin goes on to point 
out that gains in unit trusts, therefore, 
are taxed slightly more severely than 
bonds once appreciation has reached the 
point at which tax liability is incurred. 
But this liability eventually is dwarfed 
by the accelerating liability incurred 
with bonds once top slicing begins to 
produce effective rates of tax equivalent 
to those involved in unit trust investment. 


de & kd 


THE managers of Unicorn Income Trust 
have reported that new money coming 
in to the fund has been used to take 
advantage of opportunities, particularly 
in the engineering field, where recovery 
prospects are good if the present upward 
trend in the economy is maintained. 

The managers are not particularly 
optimistic about the short-term future, 
and, clearly, distributions will be affected 
by the fact that, during the second phase 
of the freeze, increases in the annual 
rate of dividends will be limited to 5 
per cent. 


ae & ae 


-THE post- Budget newsletter from Antony 


Gibbs (Personal Financial Planning) has 
come out strongly in favour of single 
premium insurance bonds, particularly 
for trustees who want to accumulate 
income, since the investment income tax 


surcharge is to apply to undistributed 
trust income. 

A new bond which Antony Gibbs 
particularly favour is the Stamford 
Mutual Index Plus Bond. This offers 
a minimum guaranteed growth rate 
equivalent to the Financial Times Ordi- 


nary index, although it is hoped that the 


performance will be better than that. 

Also recommended is the Property 
Growth Agricultural Bond. The point 
is made that agricultural land can prove 
an excellent means of diversifying a 
portfolio and Property Growth are now 
experts at acquiring sound properties 
at competitive rates. Antony Gibbs 
say that Property Growth refuse to pay 
exorbitant prices for properties. They 
are assisted in their purchases by Strutt 
and Parker, well-known estate agents in 
the agricultural sphere. The fund is now 
in excess of £7 million, and over 50 
per cent is invested in 25 farms. 


de de de 


CANNON ASSURANCE (the new name for 
International Life, under its new man- 
agement) has introduced a balanced 
bond called the Cannon Bond. This is a 
single premium whole life policy and the 
whole premium (minimum £250) is 
invested in units of the company's 
balanced bond account at the offer 
price — which includes an initial charge 
of s per cent plus a round-off price 
adjustment. The costs of life assurance, 
sales and administration are met from 
this initial charge. 

Bondholders may take an income from 
their bond free of personal liability for 
capital gains tax and basic rate income 
tax (but with a potential liability for 
higher rate income tax). The only proviso 
is that the regular payments must be 
£50 or more, and there must always bea 
minimum of £250 remaining in the bond. 
The income can be taken quarterly, 
semi-annually or annually. Bondholders 


can select for their income to be based on- 


a fixed cash amount, a fixed percentage of 
the bonds value or a fixed number of units. 
The price of units is net of capital 
gains tax and income tax. A provision 
for capital gains tax is currently made 
from the fund at 20 per cent on unrealized 
and 30 per cent on realized gains. The 
charge on the fund is one-eighth per 
cent of total managed assets per quarter, 
in addition to normal costs of acquisition, 
disposal and holding of investments. 
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Indian Odyssey 


At the invitation of The Institute of Cost and Works Accountants of India, Dr 
JAMES M. S. RISK, C.A., FC.MA., J.Dip.M.A., immediate Past-President of 
The Institute of Cost and Management Accountants, recently completed an 
extensive tour of the four regions into which the Indian Institute is divided. 


PEAKING of his impressions in 

India, Dr Risk considers that the 
Institute of Cost and Works Accountants 
of India is a well-organized and effective 
instrument for the expanding use of 
management accounting in the sub- 
continent of India, a land with an im- 
mense population (rising towards 600 
million) and a multitude of problems. 
The members of the Indian ICWA are 
now approaching 3,000 in number. For 
them there is great opportunity and need 
to serve their country. 

His first engagement on arrival in 
Calcutta was at a reception held during 
the annual conference of the All-India 
Manufacturers Organization. The fol- 
lowing day was occupied in meeting 
members of the Central Council of the 
Institute; light-hearted relief was pro- 
vided by the ICWAI Employees Re- 
creation Club, whose annual theatrical 
production took place the same evening. 

This was succeeded by the third AII- 
India Conference and Seminar of the 
Indian Accounting Association, under 
_ the chairmanship of Professor Dr K. 
- Mukerji, M.A.(coM.) The programme 
included papers on Dimensions of 
Accounting Theory”, by (among others) 
Mr Shyamal Banerjee, M.A.(ECON.), 
F.C.W.A.L, A.C.M.A.; and 'Accounting as 
an aid to Management', by Mr Asim 


pm SHEET USE QV aq y 








Mr S. N. Ghose, Secretary of The Institute 
of Cost and Works Accountants of India, 
right, discussing programme arrangements 
with Dr Risk and Mr H. P. Ray Chaudhury, 
Deputy Secretary of the Institute. 


Kumar Sengupta, general office maneger 
of the Britannia Biscuit Co Ltd (under 
the chairmanship of Mr M. C. Bhandari, 
a Past-President of The Institute of 
Chartered Accountants of India). 

The subject of ‘Cost Audit’ was 
handled by Mr N. K. Prasad, w.sc., 
F.C.W.A.L, F.C.M.A., Director of Studies 
of the ICWAI, his chairman being Mr 
N. K. Bose, B.SC., F.I.C.W.A., F.C.M.A., a 
Past-President of the Institute. 


f 


Mr N. K. Bose, a Past-President of the ICWA of India, addressing the three-day conference 
in Calcutta. Seated, /eft to right, Mr K. K. Datta, also a Past-President of the Institute, Dr 
Risk and Mr Shyamal Banerjee, this year's President of the Institute. 
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On the final day, the principal subject 
was ‘Education and Training of Ac- 
countants in India under the chair- 
manship of Dr D. S. Ganguly, Head of 
the Department of Commerce of Burd- 
wan University, with Dr Paresh 
Chatterjee, Director of Research of the 
ICWAI as the principal speaker. Dr Risk 
then addressed the conference on the 
development of accounting concepts and 
the educational needs of the accountant 
of the future. At the invitation of 
Professor Mukerji, Dr Risk also spoke 
to staff and students of the Faculty of 
Commerce on research in accounting, 
and the relationship between universities 
and the accounting profession. 

Dr Risk’s next appointment was under 
the aegis of the Eastern Regional Council 
of The Institute of Cost and Works 
Accountants of India, where some 200 
members and students heard him speak 
on ‘Management Information and 
Decisions’, the chairman being Mr N. K. 
Bose. Among those taking part were Mr 
Shyamal Banerjee, the current President; 
while in the audience was Mr J. N. Bose, 
M.A., F.LC.W.A.L, F.C.M.A., J.DIP.M.A., a 
founder-member and Past-President of 
the Institute and the father of Mr N. K. 
Bose, who was President in 1968-69. 


Corporate planning and control 


From March ist to 3rd, the Institute 
held a three-day special management 
development programme under the di- 
rection of Mr N. K. Bose on 'Corporate 
Planning and Control’. Day 1 was devoted 
to corporate planning and return on 
investment, including financial models. 
The second day dealt with methods of 
raising the return on investment, while 
the final day covered methods of im- 
proving productivity and profits. 

Those present represented a cross- 
section of the industrial commercial, 
professional, and public service life of 
India and numerous important points 
were raised by the participants, who 
responded briskly to the vote of thanks 
to Dr Risk who presented the course. 

From Calcutta at the end of the three- 
day seminar, Dr Risk flew to Delhi and 
thence by car to Jaipur, to meet and 
speak to members and students of the 
Jaipur Chapter. Two days later, after 
visiting the deserted city of Fatehpur 
Sikri and the Taj Mahal at Agra, he 
was again speaking on the subject of 
‘Trends in Management Accounting’ to 
a large gathering of members at the 
Constitution Club in Delhi, followed by 
a reception given by Mr G. K. Abhyankar, 
B.SC., F.C.W.A.I. (a Past-President of 
the Institute, and financial adviser to the 
Ministry of Finance). Members of the 
Northern Regional Council entertained 
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NOW AVAILABLE — 
Have you ordered your copy yet ? 


Encyclopedia of 
Value Added Tax 


Loose-leaf 


Consulting Editor : 
G. S. A. WHEATCROFT 


General Editor : 
JOHN AVERY JONES 


This complete reference work, now available, 
contains all the material needed by the lawyer 
or other professional advisers in a single loose- 
leaf volume and it will be kept up to date by 
additional or replacement pages issued at 
regular intervals throughout the year. 


The contents are divided into eight Parts, as 
follows: (1) a concise introduction to the 
structure of the tax; (2) the relevant parts of 
the Finance Act 1972 and schedules, all 
fully annotated; (3) comprehensive extracts 
from other related legislation, i.e., all those 
sections of other Acts which, in the opinion 
of the Editors, will assist in the interpretation 
of the principal Act; (4) Statutory Instruments, 
with full annotations taking particular account 
of Customs and Excise Notices; (5) a com- 
plete set of the Customs and Excise Notices on 
VAT ; (6) a complete set of the VAT Tribunals 
Notices; (7) decided cases; (8) relevant 
European material. 


January 1973 £10 net. Postage 55p 
including service for the whole of 1973 


Sweet & Maxwell — W. Green & Son 


Mail orders to: North Way, Andover, Hants 
SP10 5BE 


Bookshop: 
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You could have these 
letters after your name 


with SOA 


guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way 
to the top is wide open. 

We're now offering you a home study course with a 
unique benefit: a course which guarantees to coach you 
until you get the qualifications you need! It’s a fact! We go 
on coaching you until you pass your exams. And thousands 
have already passed through The School of Accountancy — 
thousands of successes in professional examinations! 70 major 
prizes, including 20 S. Laurence Gill Prizes, 29 Leverhulme 
Prizes, 13 Donald L. Moran Prizes, 10 George Russell 
Prizes and many more. Last year many of our students 
re-enrolled for further qualifications after passing their 
examinations — and many more of our enrolments were 
entirely the result of recommendations from former SOA 
students. Once you’ve experienced success through SOA, 
you'll realise there's no reason why you can'tgo right to thetop. 

With the School of Accountancy you study in your own 
home, at your own time, at your own pace. All material is 
specially designed to develop individual potential. You are 
coached by a tutor who is a highly qualified expert in your 
field. He will guide you through the course and the model 
answers, step by step. And give you advice on exam 
techniques. 

Find out about the School of Accountancy. Fill in this 
coupon and send it off today — your first step on the road to 
success. 


Your way to success starts here! 
a dice cus ami A un. tm meo im tm DN 
| 


Post this coupon today to: 


The School of Accountancy & Business Studies, 
| 107a Regent House, Stewarts Road, London SW8 4UJ 


Or 
| 107a Regent House, 341 Argyle Street, Glasgow G2 SLW. 
Subject or Examination 





NAME 





ADDRESS 











a The School of Accountancy | 


\ / 


ANA & Business Studies esr. roro | 


Accredited by the Council for the Accreditation | 
of Correspondence Colleges, 
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Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and - without any 
form-filling — study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas - up to 

10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 

R. Thornhill, 01—628 8869 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 
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BY GIVING TO CHARITY THROUGH 
A DISCRETIONARY COVENANT WITH 
THE CHARITIES AID FUND, 

your client enjoys the 
privilege of operating his 
own Charitable Trust. Both 
the beneficiaries and the 
donation amounts can be 
varied at will. The 7-year 
minimum need not apply if a 
clause is inserted 
conditional upon personal 
circumstance. The CHARITIES 
AID FUND prepares the deed; 
does all paper work; claims 
tax refund. The service is 
FREE when the National 
Council of Social Service is 
included among the 
beneficiaries. 


CHARITIES AID FUND 
TONBRIDGE, KENT 


Telephone: Tonbridge 62323 London Office: 01-636 4066 








Make sure of your own copy 
of THE ACCOUNTANT 


SUBSCRIPTION ORDER FORM 


Please send 7he Accountant each week until further notice, commencing with the issue 


Remittance enclosed £ Date 


Rates: £20 for two years; £10-50 for one year; £5-35 half-year. 
Airmail edition £14-25 for one year; £7-25 half-year. 
Students’ concessional rate £6 per year. 


THE ACCOUNTANT, 151 Strand, London WC2R 1JJ. Telephone 01-836 0832 
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Dr Risk to dinner at the Oberoi Inter- 
continental Hotel. 

The following day, March 7th, dis- 
cussions were held with Mr Abhyankar; 
Mr S. Marathe, chairman of the Indian 
Government's Bureau of Industrial Costs 
and Prices; and Mr R. Rajagoplan, F.C.A., 
F.C.W.A.L, chief cost accounts officer, 
Ministry of Finance. A meeting with 
Dr A. B. Ghosh, head of the Department 
of Commerce of Delhi University, had 
unfortunately to be cancelled owing to a 
change in travel arrangements. 


The gateway of India 


Moving on to Bombay, headquarters of 
the Western Region of the Institute, 
Dr Risk spoke to a crowded meeting of 
members and students, describing recent 
trends in professional matters in the 
United Kingdom and in the use of ac- 
counting data. An early flight from Bom- 
bay to Hyderabad then enabled him to 
attend the opening of a one-day seminar 
organized by the Hyderabad Chapter of 
the Institute, at which he spoke on 'Profit 
Planning’. The major part of the pro- 
gramme was based on an excellent case 
study prepared and presented by Mr 
N. S. Srinivasan, B.COM., F.C.W.A.I., 
Chairman of the Chapter. 

Before leaving Hyderabad, Dr Risk 

aid a short visit to the Administrative 
Staff College of India. 

Saturday, March roth, was the date 
chosen by the Bangalore Chapter for a 
programme dealing with management 
information. A valuable paper on 'Ac- 
counting for Management Decisions’ 
was presented by Mr N. Rajan, B.COM., 
F.C.W.A.L, financial adviser, Hindustan 
Aeronautics Ltd, Bangalore division; 








in Madras, Dr Risk addressed members of the course on ‘Management Accounting’. 


THE 


ACCOUNTANT 








Dr Risk, fourth from left, speaking to Mr B. G. Roy, general manager of the Industrial Recon- 
struction Corporation of India, and other members of the three-day Calcutta conference. 


while in the afternoon Dr Risk spoke on 
‘What the Managing Director Needs to 
Know’. The chairman for this session was 
Mr M. Sreenivasa Rao, B.COM., B.L., 
D.LLS.C., F.C.W.A.L, a member of the 
Central Council and secretary of United 
Breweries Ltd. 

As in Hyderabad, a reception was 
held in the evening at which many notable 
professional and business representatives 
were present. 


Prize-giving 

Travelling once again, this time to 
Madras, Dr Risk was present at a 
reception for members and students of 
the Madras area, where he presented 
prizes to a number of students who had 


gained distinctions in recent examinations. 
One of these was also a prizewinner of 
The Institute of Chartered Accountants 
of India. 

The following day, Monday, March 
12th, saw the start of a three-day course 
on ‘Management Accounting’ under the 
direction of Mr V. Kalyanaraman, B.SC., 
F.C.W.A.L, A.M.B.I.M., a member of the 
Central Council and chief accountant of 
Enfiled India Ltd, Madras. The pro- 
gramme was a comprehensive one, 
ranging over many well-established as 
well as some newer techniques in the 
field of management information and 
decision-making. 

Leaving the Madras conference during 
the second day, Dr Risk took wing for 
Colombo, arriving just in time to speak 
to an audience of over 200 businessmen 
and accountants at a meeting arranged 
by Ceylon members of the UK Institute 
of Cost and Management Accountants. 
The subject of the talk, which provoked 
considerable discussion, was 'Corporate 
Planning and Profitability”; the chairman 
was Mr M. T. A. Furkhan, F.C.M.A., 
J.DIP.M.A. 

'The day was rounded off by a pleasant 
“Fellowship” dinner party at which some 
60 members and their ladies were 
present. 

Back in Madras on March 15th, Dr 
Risk took the opportunity of discussing 
educational matters with members of the 
faculty of the Southern India Regional 
Council of the Indian ICWA. Continuing 
his journey on the same day to Calcutta, 
he had some final exchanges of infor- 
mation and views with members before 
departing for London on the evening of 
March 16th. His total itinerary, including 
the return flight from London, was of 
the order of 18,000 miles. 
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Signpost to Europe 


British Mergers Should Now Stop 


; de compete with American and Japan- 
ese conglomerates, British companies 
must be encouraged to stop merging 
among themselves and to form multi- 
national groups by merging with other 
European companies, in the view of Mr 
Norman Chalmers, F.C.A., partner in 
Tansley Witt & Co, chartered accountants. 

He was addressing accountants, 
bankers and businessmen at a seminar at 
Chartered Accountants' Hall last Friday 
to spell out the practical consequences to 
British business of the United Kingdom's 
entry into the European Economic 
Community. 

Nationally merged groups retain only 
the same small home market as before 
and become too locally-dominated in 
their thinking. Instead of starting an 
overseas subsidiary, British businessmen 
Should buy an existing foreign company. 
If GEC had bought not English 
Electric but Telefunken, for example, 
they would have penetrated two markets 
instead of one. 

The Government, said Mr Chalmers, 
should remove all legal and fiscal barriers 
to the setting up of overseas mergers, 
besides giving positive incentives such as 
language training grants and better 
information services, and should form a 
multinational funding agency — “an ICFC 
of Europe”. 


Enormous opportunity 


There was an enormous opportunity 
awaiting British business interests now. 
But if they lost it through political or 
industrial apathy, large European com- 
panies might move in and buy up British 
industry cheaply with money borrowed 
at the continent's much lower interest 
rates. 


Mr Chalmers also urged the Govern- 


ment to reduce UK stamp duty from its 
present penal 1 per cent rate — France 
only charged o.41 per cent, West Germany 
0.25 per cent, and other EEC countries 
even less. There was a real risk otherwise 
that London would not become Europe's 
financial centre but that Britain's finan- 
cial expertise would move to the Continent 
where it would be cheaper to operate. 
Discussing taxation, Mr Chalmers 
pointed out that if the March 22nd, 1971, 
EEC resolution were adopted to ensure 
economic and monetarv union, Britain's 


tax rates might be fixed in Europe and not 
in the UK, 

Other points he made were that some 
trade agreements not caught by the 
Restrictive Practices Act here might 
need EEC registration by June 30th — 
a solicitor should be consulted now — and 
that two-tier boards and workers' councils 
will inevitably come to the UK with 
consequent substantial changes in habits 
for both management and labour. 


The seminar began with a talk by Mr 
Alec Rabarts, A.C.A., on the background to 
the EEC. This included a survey of the 
development of the community idea 
which, he said, may be traced back to the 
end of the Second World War. In its 
aftermath, two fundamental problems 
had to be solved. The first was economic 
-how was industry and commerce to 
recover from the war? The second was 
political - how were old conflicts and 
aggressive nationalism to be prevented 
in future? It was at this time that Winston 
Churchill proposed 'a kind of United 
States of Europe' thereby setting the 
scene for the years of debate which were 
to follow. In 1948, one of the first Euro- 
pean bodies was set up, namely the 
Organization for European Economic 
Co-operation (OEEC) to administer the 
Marshall Plan. This was supplemented in 
1948 by the European Payments Union 
(EPU) but, while both these organiza- 
tions fostered the free trade concept, 
neither affected the individual sovereignty 
of nations. 

Mr Rabarts went on to suggest that the 
first tentative steps towards political unity 
were embodied in the 1951 Treaty of 
Paris which set up the European Coal 
and Steel Community (ECSC). The suc- 
cess of this venture encouraged its signa- 
tories (Germany, France, Italy and the 
Benelux countries) to explore more 
actively the possibility of greater political 
and economic integration. This led ulti- 
mately to the Treaty of Rome which was 
signed in 1957 and brought the EEC 
into being. In 1967, the UK applied for 
membership of this new European club, 
but was turned down by one of its more 
intransigent members. The European 
Free Trade Association (EFTA) was 
formed and once again Europe was, to a 
large extent, dis-united (even within the 


EEC itself). 
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In 1970 the UK again applied for 
membership (together with Denmark, 
Norway and the Republic of Ireland) and 
this time the application was success- 
ful. 

Mr Rabarts then outlined the essential 
provisions of the Treaty of Rome and 
emphasized that, while the EEC was on 
the face of it an “economic community”, 
it was inevitable that it would become 
much more of a political community in 
the years to come. There comes a point 
when the harmonization and unification 
becomes intrinsically involved with poli- 
tical decisions, and the sovereignty of 
member states must be diluted. This was 
already happening, for example, in the 
field of community law where directives 
and regulations are being issued which 
take precedence over national law. 

The closing stages of his talk were 
devoted to a survey of the duties and 
responsibilities of the various institutions 
of the EEC and the sources of reference 
which are available to businessmen who 
wish either to trade with, or invest in, the 
EEC member states. 


Regulation of companies 


In the next session, Mr Edward Holding, 
A.C.A., discussed how membership of the 
EEC would affect companies in the UK. 
He began by surveying the present scene 
in the original six member states, em- 
phasizing, in particular, the areas where 
differences in basic outlook and philo- 
sophy might influence the form of future 
EEC company law. For example, the UK 
business community is more accustomed 
to self-regulation than is the case in many 
European countries where greater reliance 
tends to be placed on the statute book. 
‘Voluntary’ bodies such as the City 
Panel on Take-Overs and Mergers, the 
Stock Exchange Council and the Ac- 
counting Standards Steering Committee 
have virtually quasi-legal powers and 
obviate (although sometimes arguably) 
the need for government intervention. 
These institutions do not have any viable 
counterparts on the continent. . 

Another important area of difference, 
he said, lay in the fact that European 
stock exchanges were not the same major 
source of company finance as they were 
over here. This in itself had led to the 
UK being more accustomed to sub- 
stantial disclosures of accounting informa- 
tion than European countries. 

The speaker then turned his attention 
to the draft company law directives which, 
as he pointed out, would affect UK 
companies whether they had any direct 
dealings with the EEC or not. One major 
question mark hanging over all the 
directives was the definition of a public 
company as far as the UK is concerned. 
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This point remains unresolved and until 
it is sorted out it is impossible to be sure 
precisely how companies will be affected 
in a number of cases. 

Mr Holding also said that it is far from 
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clear how much the UK would be able to 
influence the final form of some of the 
draft directives which had been issued 
prior to the UK's membership of the 
community. He also said that, particularly 


Teaching the Teachers 


AUTA's Annual Conference 


T came as something of a surprise to 

both members and committee members 
attending the annual conference of the 
Association of University Teachers of 
Accounting in Edinburgh last week, 
when Professor David Solomons an- 
nounced during his talk that he 'could 
claim credit for being a founder member 
of the Association” and that 1973 ap- 
peared to be its 25th year of life. 


On Thursday morning, the formalities 
of the Association's short annual general 
meeting over, the conference convened 
to hear and discuss three papers pre- 
sented by Mr R. J. Ovezall, Professor 
D. Flint and Professor R. S. Gynther. 
At the dinner that evening, the guests 
included Mr W. N. K. M. Crawford, 
President of the Scottish Institute, 
Mr P. McMonnies, an Assistant Secre- 
tary of the Institute, Professor G. 
Whittington of Edinburgh University, 
and the Secretary of Heriot-Watt Uni- 
versity, Mr D. Cameron. Two further 
papers were given on Friday by Professor 
D. Solomons and Professor A. D. Barton 
before the conference dispersed after 
lunch. 

Mr Ovezall, a member of Nederlands 
Institut van Registeraccountants, and 
director of the Controller's Department 
and the Management Information De- 
partment of Akzo NV, Arnhem, in his 
paper, “Financial Planning and Control in 
the Multinational Enterprise', described 
some of the problems of this type of 
enterprise and how they were dealt with 
by Akzo, a large chemical group (rated 
ninth in the world) of which probably 
the best known subsidiary in the UK 
is British Enkalon Ltd. 


He described in some detail the man- 
agement structure and objectives of the 
group and outlined its financial planning 
and control system. The executive 
structure comprised a board consisting of 
nine members and in addition a super- 
visory committee of 16 members. The 


British type of board, it appears, was 
alien to Dutch law. In response to a 
question Mr Ovezall said the super- 
visory committee was charged with 
representing shareholders, employees and 
the public interest. Recent Dutch law 
allowed the committee to co-opt mem- 
bers who may be nominated by directors, 
shareholders or the works council, but 
there was a right of veto from the works 
council on the annual general meeting. 
Where such a veto was exercised the 
supervisory council had the right of 
appeal to a semi-government body. Once 
appointed the committee as a whole 
considered the interests of all parties, and 
not as happens in Germany, where one- 
third of the council is appointed to 
represent the interests of the works 
council. 

When questioned on the key figures 
used by the group for control purposes, 
he outlined the firm's investment plan- 
ning system which sets a discounted 
target of 14 per cent after tax on all but 
the most urgent projects, unless there 
were very good additional reasons for 
accepting a lower return. 


Widening responsibilities 


Professor David Flint, of the University 
of Glasgow, then introduced his paper, 
previously circularized, on “The Widen- 
ing Responsibility of the Accountant, 
which was discussed by a panel of com- 
mentators consisting of Mr P. G. Corbett, 
of Peat, Marwick, Mitchell & Co, Mr 
N. Godman, a sociologist from Heriot- 
Watt University, and Mr G. W. Penrose, 
an advocate from Edinburgh. 

Professor Flint pointed out that his 
paper was intended to provoke discussion 
rather than give answers and would look 
at the general philosophy of accounting 
and how it needed to adapt to a more 
sophisticated society. He was not asking, 
however, merely for the simplification of 
accounts for the man-in-the-street. Re- 


as far as the fourth directive covering the 
form and content of annual accounts was 





concerned, it was to be hoped that 
greater underlying flexibility would be ES 
introduced into the final version. E 


ferring to some of the factors which 


affect the accountant's responsibility, he Eis. 
warned that the situation was not static 
and accountants must recognize the ^ 
importance of changes in the environment — — AM 
and be ready to adjust to them. Ac- ES 


countants” responsibilities were related to 
the responsibilities of the firm employing > 
his services, and this often imposed =~ 
standards on the nature and quality of — 
his work. Despite this regulatory side of — — — 
his work, however, the accountant had to UE 
have regard to the general philosophy of 
accounting. Od 

Professor Flint then set out in some 5 
detail a number of the areas — including ; 
corporate objectives, accounting stan- E 
dards, education and research and audit- — 
ing — in which change was taking place, in — 
order to see whether accountants were —— 
reacting sensitively and quickly to these 
changes. NS 

The first commentator, Mr Godman, | 
saw the accountant's traditional role as y 
that of a ‘legitimizing agent” who was as 
regarded by the public as an independent FE 
trained specialist. He thought, however, 
that this role was fast changing and the 
accountant in industry was being drawn — 
far more into the field of general manage- — 
ment, particularly industrial relations, ^d 
where the demands on him were very — 
different. TR 


Traditional presentation E 
Mr Corbett saw the traditional pre- — 
sentation of accounts, using shareholders! — 
capital as an input and earnings per share — 
as an output and preparing a set of > 
accounts relevant to the shareholder, 3 
certainly not the whole answer to 
financial reporting. There were many | 
other users with various inputs and = 
outputs who required accounts relevant — 
to their purposes. The problem was made — 
even more complex as often there were — 
varying needs of people within one class. — 
He suggested that the vision of a philo- 
sophy to cover all these problems was 
like searching for a Holy Grail'. It 
should not, however, be avoided al- Bd 
together; indeed, he thought it would be — 
a worth while academic exercise to analyse ^ 
the needs of various parties — if this ^ 
were done, we might just get by without. 
a “Holy Grail’. E 
Mr Penrose was concerned at the way AA 
in which the paper seemed to suggest the 
accountant as being responsible both for 
interpreting the needs of society and 
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providing for those needs. He saw the 
function of the accountant as being 
dictated more by the relationship with 
particular jobs, and although a general 
philosophy might influence the way in 
which he performed this work, he could 
not allow this to be the main influence. 
Despite this, however, he believed the 
accountant should still try to be objective; 
to indulge his own prejudices in deciding 
how the work should be done, would be 
disastrous. 

Questions and comments from the 
floor related to the range of subjects 
which should be taught to accountants to 
enable them to comprehend the wider, 
social and political effects of their 
decisions. 

Professor Flint concluded by observing 
that over the years the role of the ac- 
countant had changed due to social, 
political and economic reasons. Investi- 
gation and analysis of these important 
implications in the present complex 
society would lead to adjustment to 
change and the avoidance of criticism, 
and to a more philosophical basis of 
accounting. 


Accounting for inflation 


Professor Gynther's paper was an 
attack on the various reasons given by 
those who advocate the use of general 
purchasing power in their proposals for 
accounting and/or reporting reform. He 
identified five main arguments which 
were usually put forward to support its 
use: 


(1) The need for a unit of measurement. 


(2) The need to ‘account for inflation’ 
or the ‘changing value of money’. 


(3) The need for a standard of com- 
parison for assets. 


(4) The need to maintain the general 
purchasing power of shareholders’ 
capital. 

(5) The need in ‘accounting for 
stewardship’ or to fulfil ‘fiduciary 
accountabilities’. 

He went on to argue that although it 
might be possible to calculate a general 
index in any country, that index would 
have no real meaning to any one person or 
firm as each would use its purchasing 
power in a different way. He stated 
further that the use of such an index did 
not account for the effects of inflation, 


ACCOUNTANT 


because each person or firm was affected 
in different ways. 


Comparisons of assets between periods 
were not made any more useful by the use 
of general purchasing power: nor was 
there any validity in the use of a general 
index to measure fluctuations in the 
purchasing power of shareholders’ capital. 
Finally, in looking at the stewardship 
aspect, Professor Gynther believed that 
the use of general purchasing power 
would not improve the postition and 
would inherit all the deficiencies of 
historical cost accounting. 


He expressed a hope that the pro- 
fessions in both America and Britain 
would give more thought to the matter, 
as the ‘general purchasing power’ ap- 
proach was conceptually wrong and the 
problem should be approached from a 
different direction. He had his own 
answer to the problem of accounting in 
times of changing prices which he was 
developing for publication in a later 
paper. 

Professor Solomons’ paper on the 
American experience in the formulation 
of accounting standards commenced with 
an outline of the problems which lead to 
discontent with the old Accounting 
Principles Board and the setting up of 
the Wheat and the Trueblood Com- 
missions. The American certified public 
accountant, as he pointed out, was 
licensed by the state accounting bodies, 
while membership of the American 
Institute of Certified Public Accountants 
(AICPA) was voluntary and approxi- 
mately one-third of the CPAs did not 
belong to it. Under the structure of the 
former Accounting Principles Board all 
the power was rested in the members of 
the AICPA. Those charged with ex- 
ploring the possibilities for a new order 
were faced with various alternatives 
ranging from something based on the old 
system, to a transfer of the function to 
government under the auspices of the 
Securities Exchange Committee (SEC). 
The latter alternative was equally un- 
popular with the profession and with the 
SEC. 

What emerged was the recently estab- 
lished Financial Accounting Foundation 
of nine part-time members, which was 
charged with duties of appointing the 
members of a Financial Accounting 
Standards Board (FASB) and finding the 
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funds to finance it. The FASB has 
seven full-time members appointed for a 
three-year term, and is to appoint a 
seventeen-man advisory committee, one 
of whose functions is the consideration of 
exposure drafts, and which may also 
appoint 'task forces' to assist in its work. 
In addition, the FASB has been given an 
administrative department and a research 
department to assist in carrying out 
further research work. 

There were nevertheless a number of 
obvious difficulties ahead and it remained 
to be seen whether a body such as this 
could effectively deal with the problems 
of formulating and maintaining account- 
ing standards, or whether the function 
would eventually have to be surrendered 
to the SEC which could give it legal 
backing. 


Income theory 


In the concluding paper on “Expecta- 
tions and Achievements in Income 
Theory”, Professor Barton set out to 
examine a major confusion concerning 
the relationship between ex ante present 
values and ex post concepts of income and 
asset valuation. He endeavoured to show 
that both ex ante and ex post concepts of 
income and asset valuations were re- 
quired, and that they were separate 
concepts serving different purposes. 

He related the claims for ex ante 
concepts and explained the indirect 
measurement hypothesis of asset valua- 
tion, and went on to look at the relation- 
ship between current market prices of 
assets and their present values, in order to 
treat the validity of the indirect measure- 
ment hypothesis which he rejected. He 
compared the two concepts of present 
value and ex post income and showed 
the reasons for the difference between the 
two, before looking at the conditions 
necessary for these to be equal, which 
were rejected as highly unrealistic. 

Professor Barton concluded by examin- 
ing the role of each set of concepts and 
showed that both were necessary for a 
firm operating in conditions of uncer- 
tainty as each serves a separate function. 

The conference was closed by the 
retiring Chairman of the Association, 
Professor John Small, of Heriot-Watt 
University, who expressed his hope that 
the membership of AUTA would reach 
250 by the end of next year. 
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CAER RHUN HALL 
TEACHING MANUALS 
Now available to all accountancy students 
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These manuals, which are used on the Caer Rhun Hall courses, have proved an invaluable help to students over 
many years. Specially designed with ring binder for easy study, they abound with examples and worked examination 
problems. 


CONSOLIDATED ACCOUNTS 


First published in 1961 and compiled by the late Ronald Anderson using the now accepted method of ledger 
accounts, this manual has been up-dated to include all current legislation. It will enable the student to tackle 
successfully any exam problem on this topic. Price £1-50. 


MISCELLANEOUS ACCOUNTS 


Includes hire-purchase, plant disposal, consignment account and returnable containers. Price 60p. 


BRANCH ACCOUNTS 


Departmental accounts and divisional accounting, including foreign branches. Price £1. 


BOOK-KEEPING FOR BEGINNERS 


| 
| 
Reveals the mystery of double entry book-keeping. Invaluable for the new student. Price £1-25, | 
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PARTNERSHIP ACCOUNTS 


Includes goodwill and revaluation adjustments on changes in partnership and dissolution. Price 50p. 
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COMPANY ACCOUNTS 


Issues and forfeiture of shares, redemption of preference shares and debentures, and purchase of business. Price 50p. 


There are also manuals on Bankruptcy Law; Elements of English Law (including contract); Accounting for 
Sole Traders (primarily for the new student, includes approach to incomplete records); and Taxation (including 
capital gains tax and corporation tax) — all at 50p each. 
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A NEW AND UP-TO-DATE EDITION OF AN 
ESTABLISHED AND AUTHORITATIVE WORK 
- RECENTLY PUBLISHED 


STUDENTS GUIDE TO 
COMPANY LAW 


by FRANK MH. JONES, r.c.c.a.. rcs. 











* POINTS OF DIFFICULTY * DESIGNED SPECIFICALLY 
EXPLAINED AT END OF FOR STUDENTS 
EACH CHAPTER 


Ak COVERS ALL EXAMINATION ^ INCLUDES NEARLY 200 
REQUIREMENTS QUESTIONS SET BY 
LEADING EXAMINING 
BODIES 


Designed primarily for students, this book has been written with a 
lucidity not generally associated with law books. The student so 
frequently experiences difficulty in understanding the complexities 

455 PAGES of law that a book written as far as possible in simple language 
should be of real value, while the lawyer, accountant and company 
executive, who have need of an easily-read book on company law, 
Will find the work a useful source of reference. 


PRICE £ 3:85 net The author has written more than a dozen books on subjects 
£ 413 including relating to companies and has lectured extensively in this field for 
postage/packing & many years, apart from contributing hundreds of articles to the 
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Sheffield Society's President 


Ir is unusual for student societies to 
have as their Presidents members from 
industry — a recent exception to 'estab- 
lished tradition was the election as 
President of the Birmingham CASS for 
1971-72 of Mr Christopher Peyton, 
F.C.A., of the Rover Company. However, 
not for the first time, the Sheffield CASS 
has this year elected an industrial mem- 
ber. He is Mr E. Crow, F.C.A., M.B.LM., 
financial and commercial director, Globe 
& Simpson. 

Mr Crow served his articles with 
Edwin Netherwood & Son, of Hudders- 
field, and was admitted to membership 
of the Institute in 1936. He subsequently 
entered industry as secretary of Miles 
Sykes & Son and three years later joined 
his present company. Mr Crow served 
throughout the Second World War with 
the RAF, being demobilized with the 
rank of Squadron Leader. He returned 
to¿Globe € Simpson as secretary, being 
appointed to his present position in 
A | 
/ An immediate Past-President of the 
Sheffield senior society, he can un- 
doubtedly bring to the students” society 





Mr E. Crow 


a fund of helpful guidance. For instance, 
his active participation in the senior 
society's activities since 1966 has in- 
cluded membership of its technical 
advisory committee and the chairing of 
the computers and mechanized account- 
ing subcommittee. 


New Secretary 


Harvey Farber, who has been serving his 
articles with Mr Frank Downing since 
October 1968, is the Society's new secre- 
tary. A member of the Society's com- 


mittee since 1971, he has served as its 
interim secretary since December. 

A student representative on the senior 
society's committee, Harvey Farber, like 
the new President, is also a keen sports 
enthusiast. He is an active participant at 





Harvey Farber 


soccer, cricket, tennis and table tennis, 
and even seriously plays darts. Apart 
from being ‘obsessed’ with Sheffield 
United Football Club and, of course, 
accountancy, he is a keen motorist. 
Among other members of the commit- 
tee elected for the ensuing year are: 
Vice-Presidents: Mr P. W. Allott, B.A.(ECON.), 
F.C.A.; Mr K. H. GLossoP, F.c.a.; Mr R. 
FIRTH, J.P., F.C.A., and Mr M. Sheppard, 
J.P., F.C.A. 


Chairman: Mr Alan Young, F.C.A. 
Treasurer: Mr S. M. Korklin. 


Annual Report 


Great strides in the activities of the 
committee in its relations with members 
have been made during the past year, 
states the Society's annual report. A 
system of office representation is now 
well established, resulting in close con- 
tact with all practising offices in the area. 

The Society had excellent publicity 
in the accountancy press during the year, 
says the report. As part of its policy of 
going nationwide, over 20 news items 
appeared under ‘Roundabout’. In ad- 
dition to this type of publicity, the bi- 
monthly newsletter will continue to 
appear. 

Sporting activities have shown con- 
tinued support by members, and although 
the Society was not particularly success- 
ful based on results, from a social point 
of view sport brought together many 
members of the Society. With a member- 
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ship at the end of December of just over 
400 it is a pity that social functions, 
except for the annual dinner, were not 
well attended. 

On education, the second of the 
Society's three-day courses was a re- 
sounding success. The attendance of 
nearly 100 showed an increase of 20 
per cent on the previous course. Evening 
classes and whole-day courses have 
continued but with reduced attendances. 
Discussions, says the report, are being 
held with Sheffield Polytechnic with a 
view to alternative forms of education, 
especially concerning the new syllabus 
due to be introduced next year. 

The Society is to be congratulated on 
the bright and eye-catching cover to its 
report and the inclusion of pictures 
taken at the annual dinner. 


ICA FOUNDATION COURSES 


The Council of The Institute of Char- 
tered Accountants in England and Wales 
has considered the quota status of 
students prior to the foundation course 
and has decided that as from August 
ist, 1973, existing arrangements should 
be replaced as follows: 
‘Students who are required to attend 
a full-time foundation course and whose 


first day of service is on or after August - 


rst, 1973, will be supernumerary to 
their principal's quota for any period 
spent in their principal's office prior 
to attending such course. 

“Only on successful completion of 
the course when the period of approved 
training (articled service) is resumed 
will students count on their principal's 
quota.’ 


LETTER TO ROUNDABOUT 


Training Costs and the 
Small Firm 


Sir, — In recent months there has been 
vigorous campaigning for higher standards 
of education, not only for entry into the 
profession but for the qualifying and 
post-qualifying examinations of the Insti- 
tute. The recently introduced articled 
clerks training record will verify that some 
firms will have to improve their internal 
training scheme to qualify as training 
firms. 

May I ask who is going to pay for these 
schemes? There seems little doubt that 
some firms simply won’t be able to com- 
pete with the giants. The small practi- 
tioner must be shaking in his boots as the 
minimum salary campaign gathers mo- 
mentum. However is he going to cope 
with the additional problem of meeting the 
increasing costs of training articled clerks? 
I rather imagine that he will cease to 
employ them at all. This possibility of an 
elitist profession should be a source of 
concern to the Institute, and I for one hope 
they have plans to avert it. 

Yours faithfully, 


Birmingham. M. J. FALLOWS, 
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LONDON COMPUTER COURSE 


IN response to substantial demand for 
à course on auditing computer systems 
by members of the London CASS, a 
two-day course on the subject is being 
held on Tuesday and Wednesday, May 
8th and oth. 

To be held at the New Hall, City 
University, London EC2, the course 
will deal with, among other matters, the 
conduct of a computer audit, the use of 
test packs and computer audit pro- 
grams, as well as reviewing in detail 
the controls which should be present 
in computer systems to ensure complete, 
accurate and secure processing of data. 
It's worth noting that the course will be 
meaningful to the non-computer specialist 
- jargon will be avoided wherever pos- 
sible. Speakers will be: Mr Andrew D. 
Chambers, B.A., A.C.A., lecturer in com- 
puter applications in accountancy and 
Mr Peter W. Morriss, C.A., manager, 
computer audit group, Thomson 
McLintock. 

The course will be limited to a man- 
ageable size to provide maximum stand- 
ard of learning and early application is 
therefore advised. Lunch will be in- 
cluded in the fee of {15 and those 
wishing to attend should write immed- 
iately to the secretary cf the Society 
(enclosing the course fee) at 43 London 
Wall, London EC2M sTB. 


LONDON'S AGM—A FURTHER 
REMINDER 


As already announced under 'Round- 
about’, the annual general meeting of 
the London CASS will be held at 6 
p.m. on Tuesday, June sth, at Chartered 
Accountants’ Hall. 

The Society's rules require that not 
less than one calendar month's written 
notice must be given of any resolutions 
or nominations to the committee to be 
considered at an annual general meeting. 
Such notifications should therefore reach 
the secretary at 43 London Wall, 
London EC2M sTB, on Saturday, 
May sth. 

Any member of the Society entitled 
to attend and vote at a meeting of the 
Society shall be entitled to appoint 
another person (who must be a member) 
as his proxy to attend and vote instead 
of him, provided that no member present 
at the meeting hold proxies for more than 
three members. The appointment of a 
proxy shall be in writing signed by the 
appointor, and shall be received by the 
Secretary not less than 24 hours before 
the advertised time for the start of the 
meeting. Proxy forms may be obtained 
from the Society's office and must be 
lodged by 6 p.m. on Monday, June 4th. 
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Another Successful Careers Course 


THE fourth in the series of one-day 
courses for sixth-formers on 'How to 
become a chartered accountant’, was held 
at the Institute last Monday by the 
London and District Society of Chartered 
Accountants. Attended by over 100 sixth- 
formers drawn from public, private and 
grammar schools, the course was opened 
by Mr Philip J. Hughes, F.c.a., chairman 
of the LDS recruitment sub-committee. 
Pupils were also addressed by Mrs 
Gwen Baker of the Students Introduction 
Service, on entry requirements and the 
Institute's foundation course. 





A film slide compiled by the LDS on 
the variety of roles an accountant under- 
takes was well received, and equally 
appreciated was the fact that participants 
were able to discuss the opportunities in 
the profession in syndicates under the 
guidance of a group leader - a successful 
innovation for the series. A panel of 
articled clerks, chaired by Mr Peter 
David, F.c.A., outlined their approach 
to the Institute's exams and their work 
experience since entering articles. The 
afternoon was devoted entirely to visiting 
large and medium-sized firms in the City. 
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Mr Philip J. Hughes, F.C.A., Chairman of the London and District Society's recruitment sub- 
committee, centre, discusses the morning's proceedings with, /eft, Mr Malcolm S. 
Howe, M.A., principal, Chartered Accountants Students Introduction Service, and Mr Peter J. 
Gilbert, assistant secretary of the Society. In the background is one of the Society's display 
stands illustrating methods of entry into the profession. 








A view of some of the sixth-formers taking part in one of the discussion syndicates. 
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PROFESSIONAL NOTICES 


ARTHUR ANDERSEN & Co, Chartered 
Accountants, of St Alphage House, 2 
Fore Street, London EC2Y 5DD; Bank 
Jouse, 9 Charlotte Street, Manchester 
M1 4EU ; and Royal Exchange Assurance 
House, 314 St Vincent Street, Glasgow 
G3 8XD, announce that with ettect 
‘rom April 1st, 1973, Mr Rowarp V. 
GORLIN, B.A., A.C.A., and Mr GRAHAM J. 
REDDISH, F.C.A., both of whom have been 
with the firm for a number of years, 
have been admitted as partners. 


Brat, Younc & Booru, Chartered 
Accountants, of 9 Cumberland Place, 
Southampton, deeply regret to announce 
the sudden death on March 26th of Mr 
H. J. KENNEY, F.C.A., who was a partner in 
the firm. 


Bowman, GniMsHAW & Co, Chartered 
Accountants, of 26 Birley Street, Black- 
pool announce that by mutual agreement 
Mr KEITH BLEAZARD, F.C.A., retired from 
the firm on March 31st, 1973. The 
practice is being continued by the 
remaining partners from the same address 
and Mr BLEAZARD has commenced to 
practise on his own account under the 
style of BLEAZARD & Co. 


CLARKSON Hype & Co, Chartered 
Accountants, of 24-30 Holborn, London 
ECIN 2HS, and of 5 High Street, 
Romford, announce that Mr C. H. 
GREEN, F.C.A., F.C.L.S., has retired from 
the practice as from March 31st, 1973. 
He will continue to be associated with 
the firm as a consultant. 


CLUNIE & Scott, Chartered Account- 
ants, of 7 Melville Crescent, Edinburgh, 
and J. DoucLas HENDERSON & Co, 
Chartered Accountants, of 44 Melville 
Street, Edinburgh, intimate that, as 
from May ist, 1973, they are amalgamat- 
ing their practices. The joint practice will 
be carried on under the name of CLuNIE & 
Scorr and the partners of the two 
constituent firms will continue as the 
partners of the enlarged firm which will 
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operate from 7 Melville Crescent, Edin- 
burgh. 

Coopers & LYBRAND announce that 
Mr Perer WiLLIAM ALLEN and Mr 
ANTHONY BRODERICK 'TREMBETH have 
been admitted into partnership in Lon- 
don; Mr RICHARD GODFREY HARTSHORN 
has been admitted into partnership in 
Birmingham, and Mr ANTHONY JAMES 
CARTWRIGHT COOPER has been admitted 
into partnership in Enniskillen. 


DELOITTE & Co announce the forma- 
tion, in conjunction with HASKINS & 
SELLS, New York, and Ian McCase & Co, 
Hong Kong, of an associated firm in the 
name of DELOITTE, HaskiNs & SELLS. 
The new firm will practise at Prince's 
Building, 15th Floor, Hong Kong, where 
the resident partner is Mr G. [AN MCCABE. 


Farrow, MIDDLETON & Co, Chartered 
Accountants, of 53 New Broad Street, 
London EC2M 1LN, announce that 
Mr R. L. HARRISON, M.A., F.C.A., after 
26 years in practice as a partner, has 
retired from the firm on April 8th, 1973. 
Mr T. N. PAGE, A.C.A., who has been a 
member of the staff for some years was 
admitted a partner on April 9th, 1973. 


GALE AND PARTNERS, Chartered Ac- 
countants, regret to announce the death 
of Mr C. E. SURMAN, F.C.A., on March 
31st, 1973. The firm is being continued 
under its existing style by the remaining 
partners. 


F. GREEN & Co, Chartered Accountants 
of Stoke-on-Trent, announce that their 
senior partner Mr F. W. CARDER senior, 
F.C.A., retired from the partnership on 
March 31st, 1973, but will continue to 
be associated as consultant. 


KINGSFORD, GARLANT & Co, Chartered 
Accountants, of Maidstone and Sitting- 
bourne, announce that with effect from 
April rst, 1973, Mr J. BOWEN, A.C.A., 
and Mr D. G. SHEMMING, A.C.A., who 
have been with the firm for many years 
have been admitted to the partnership, 
and that having acquired the practice 
formerly carried on by Percy HOLLANDS 
& Co, a second office has been opened 
in Maidstone, at 40 Tonbridge Road. 


LANCASTER LITTLEJOHN & Co, Char- 
tered Accountants, announce that Mr 
George H. Cann, M.B.E., F.C.A., retired 
from the partnership on March 31st, 
1973. 

Mites, Watson, Gow & Forp, Char- 
tered Accountants, of Bournemouth, 
announce the admission into the par- 
nership of Mr Brian G. FORD, A.C.A., 
with effect from April Ist, 1973. 


SHARP, Parsons, TALLON & Co, 
Chartered Accountants, announce that 
their address is now Brettenham House, 
Lancaster Place, London WC2E 7HT; 
telephone, 01-240 1477. 
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W. E. & H. R. Stacey, Chartered 
Accountants, announce that on March 
31st, 1973, on the completion of 49 
years in practice, Mr H. R. STACEY, 
M.A., F.C.A., retired from the partnership. 
He will, however, be available thereafter 
in a consultative capacity. 


E. J. WirLiaMs & Co announce that 
on March 31st, 1973, on the completion 
of 49 years in practice, Mr H. R. STACEY, 
M.A., F.C.A., retired from the partnership. 
He will, however, be available thereafter 
in a consultative capacity. 


APPOINTMENTS 


Mr J. W. Francis, F.C.M.A., J.DIP.M.A., 
F.INST.A.M., formerly group chief ac- 
countant of Spicers, has been appointed 
finance and administration director of 
Spicers International. 


Mr C. M. Glover, F.C.A., has been 
appointed a director of The British 
Dredging Co, responsible for finance. 
For the last two years he has been 
company secretary, and will continue in 
this position. 

Mr Denis J. Groom, F.C.A., at present 
director of finance of Vickers, is to 
become chairman and chief executive of 
the Roneo Vickers office equipment 
group. 

Mr Michael A. H. Holme, A.C.A., has 
been appointed secretary of Kniton 
Investments. 


Mr P. D. Webster, B.A., A.C.A., has 
been appointed a director of Haslemere 
Estates. He is succeeded as company 
secretary by Mr C. L. Pointer, A.C.C.A. 


Mr David Whatley, F.C.A., has been 
appointed marketing director of the 
Stanley Gibbons Group. He remains a 
director of Stanley Gibbons Currency 
Ltd and group chief accountant. 


DOUBLE TAXATION 
UK — Malaysia 
A new double taxation agreement be- 
tween the United Kingdom and Malaysia 
was signed in London on Friday, March 


30th. The text will be published shortly 
by HM Stationery Office. 


VAT RETAIL AMENDMENTS 
CONSOLIDATED 


A revised edition of Notice No. 707, 
describing the VAT special schemes for 
retailers, has been issued by Customs 
and Excise to all traders who are thought 
to be eligible to use the schemes, and who 
registered before April rst. 

Since the first edition was issued in 
August 1972 (The Accountant, September 
7th, 1972) additional retailer schemes 
have been added to the range of special 
schemes and a new optional, alternative 
definition of gross takings has been 
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provided. Details of these additions were 
given in a supplement to Notice No. 707 
in January 1973 (The Accountant, Feb- 
ruary rst). 

The new edition of Notice No. 707 
consolidates the old notice and its sup- 
plement, and gives more detailed ex- 
planations of the treatment of business 
promotion schemes,  part-exchange 
transactions and the sale of debts. Copies 
may be obtained from local VAT offices. 


NATIONAL INSURANCE 
REGULATIONS 


Graduated Contributions 


Sir Keith Joseph, Secretary of State for 
Social Services, has made regulations! 
published on April 3rd, which amend the 
assessment and collection regulations to 
ensure that the basis of assessment of 
graduated contributions is not affected by 
amendments to the income tax provisions 
which took effect on April 6th. Graduated 
contributions will continue to be assessed 
on the employee's gross pay. 

The regulations also ensure that 
employers record the annual gross pay of 
their employees or. deduction documents 
in cases where earnings attract payment of 
graduated contributions but not income 
tax. 


! The National Insurance (Graduated Contri- 
butions) Amendment Regulations 1973 (S.I. 
1973 No. 548) price sp. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


List of Members 1973 


Members of the Institute are reminded 
that the latest date for the receipt of 
changes of address and other details for 
inclusion in the 1973 List of Members 
(to be published in September) is May 
ist. Order forms will be sent to members 
in July. 


Re-admissions to Membership 


The following re-admissions to member- 
ship under clause 23 of the Supplemental 
Royal Charter have become effective: 


Shaikh Mohammed Iqbal Akram, B.sc. 
(ECON.), A.C.A., Karachi, Pakistan. 

John Frederick Deacon, A.C.A., Sydney, 
Australia. 

Abdul Ismail Paroo, B.COM., A.C.A., Van- 
couver, Canada. 


FOR CA. 
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HULL SOCIETY'S 
SPECIAL MEETING 


A recent special general meeting of The 
Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants, which 
had been requisitioned by members, was 
attended by Mr Stanley Middleton, 
F.C.A., Chairman of the District Societies 
Committee of the Institute, Mr W. M. 
Allen, Secretary of the Education and 
Training Committee, and Mr I. G. S. 
Groundwater, Under-Secretary of the 
District Societies Committee and Post- 
Qualifying Education Committee. The 
President of the Society, Mr Malcolm 
M. Strachan, F.C.A., was in the chair and 
was supported by Mr R. G. Slack, 
M.A., F.C.A., the area's Council member. 
Sixty-seven other members attended. 

A long discussion took place and the 
following resolutions were passed: 
(1) By 29 votes to 23: 

‘That in addition to the existing 

requirements necessary for entry into 

a ‘Training Contract, there shall be 

added the following alternatives: 

(a) five GCE 'O' level passes or their 
equivalents (one sitting); 

(b) six 'O' level passes (two sittings) 
(the subjects to be at the discretion 
of the Institute); 

(c) an Institute preliminary examina- 
tion.’ 

(2) Proposed Junior Qualification (Two-tier 
system) 

By 49 votes to 3: 

"That the Institute's proposals for a 

Junior qualification (two-tier system), 

be scrapped in their entirety.’ 


ECONOMIC SURVEYS 


Three further booklets in the series of 
annual economic surveys of developments 
and prospects in member countries of 
the Organization for Economic Co- 
operation and Development have recently 
been issued covering Canada, France and 
the United Kingdom. 

Copies are available from HMSO, 


price 35p. 


FIRM’S OXFORD SEMINAR 


Lincoln College, Oxford, provided a 
unique meeting place last week for over 
100 accountants from Robson, Rhodes & 
Co, who came from London, Birming- 
ham and Yorkshire for a seminar for 
senior staff. 

Accepting the need for continued new 
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thinking by the profession on its auditing 
techniques, the seminar dealt with the 
theme: “The development of the systems- 
based audit’. This was outlined in lec- 
tures by partners and managers and dis- 
cussed in groups who reported back in 
open session. 


WESTMINSTER 
TAX DISCUSSION GROUP 


The next meeting of the Westminster 
Tax Discussion Group takes place at 10 
Belgrave Square, London SW1 on 
Monday, April 16th, at 6 p.m., when 
Mr David Ward, F.c.a., of Spicer & 
Pegler, will lead a discussion on the 
Finance Bill. 


ASSOCIATION'S 
DIPLOMA COURSE 


The Training Division of The Associa- 
tion of Certified Accountants is this week 
holding the first of its five-day programmes 
in the composite course for the Certified 
Diploma in Finance and Accounting. 
The composite course was started in 
July 1972, and the first examinations are 
due to be held in June. 

The five-day programme includes a 
high degree of participation, and at this 
week's course at the St James Hotel, 
London, lecturing and tutorial support 
is being provided by a partnership from 
the Polytechnic and South Bank. 

The Certified Diploma in Finance and 
Accounting has been developed by the 
Association to provide engineers and non- 
accounting professionally qualified people 
with some form of qualification in 
finance and accounting. The award will 
only be made by way of examination. 


INVESTMENT TRUSTS 
AND UNIT TRUSTS 


Extel's New Booklet 


Extel Statistical Services have published 
a booklet entitled Investment Trusts and 
Unit. Trusts: Qualifying Shares and Units 
containing lists of the shares and units of 
205 investment trusts and 267 unit trusts 
which, under section 112 of the Finance 
Act 1972, qualify for 15 per cent credit 
against capital gains tax. 

Copies of the booklet are obtainable at 
£1, post free, from Extel Statistical 
Services Ltd, 37-45 Paul Street, London 
EC2A 4PB. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220.000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping. Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 


01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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Auctioneers and Surveyors 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Square, London wir 0H Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 
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Prompt withdrawals. No “fixed term” restrictions. Trustee status. 
The safe and simple way for income tax payers to secure increased income with liquidity of capital. 


For full information and latest Report and 
Accounts, please write or phone:— Í ope i wne i S 
& * 6 
Directors: Rt. Hon. Lord Ogmore, P.C., T.D. (Chairman); Assets 
J. I. Hamilton, F.R.I.C.S., F.A.I., F.I.Arb. (Dep. Chairman); 1e exceed 
K. G. Gale, F.I.Arb., A.S.V.A.; 
. Hon. The Earl of Ki £35,000,000 


Rt. Hon. The Earl of Kinnoull, F.R.I.C.S.; 
ir an A. Macta zart, ps > 
Rt. Hon. Lord Meston; 4 Cavendish Place W1M OAQ. Telephone: 01-637 3041 
. P. Rudoff. 
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(That's the sort of handicap your clients may be giving themselves 
if they are running their businesses without factoring.) 


You consider that an exaggeration ? 

Then you're probably thinking of factoring as it 
used to be. Before the National Westminster Bank 
established Credit Factoring Limited — and brought 
a new professionalism to the industry. 

So open your mind, if you please, and contem- 
plate the variety of invaluable services that Credit 
Factoring can provide for many of your clients... 
e Clockwork-regular payment of all invoices at 
agreed maturity dates — or, if they want it, 
immediate payment on delivery or shipment. 

e Blue-chip advice on their customers' credit- 
worthiness — backed by 10096 guarantee against 
bad debts. 

e Administration of their sales ledgers with an 
alacrity and precision attainable only with special- 
ised computer techniques. (This alone will often 
save them more money than Credit Factoring's 
modest charges cost them.) 

e Coping with all the V.A.T. problems that arise on 
their selling operations. 

e A wonderful smoothing of the way in their Com- 
mon Market and other export transactions.* They 
maintain a single sterling account with Credit 
Factoring. Currency difficulties, customs duties, 
language problems, local collections — all the 
vagaries of foreign trade are handled for them, while 
they receive regular payments right here at home. 

Even that imposing list doesn't cover all the 


possible advantages of factoring. For, very often, 
factoring produces an improved cash flow and 
immediate liquidity that enables businesses to 
expand without going outside for capital. Obviously 
this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of 
present opportunities. 

Lastly, an odd, intangible, but quite significant 
spin-off from your clients using Credit Factoring is 
that their customers are pleasantly impressed. They 
appreciate the smooth efficiency brought to their 
dealings with your clients, and, like most business- 
men, they are increasingly aware that using a factor 
speaks well for a firm's reputation and awareness of 
modern trends. 

If you think that some of your clients might 
benefit, find out more about Credit Factoring. Con- 
tact Chris Blower, Smith House, Elmwood Avenue, 
Feltham, Middlesex (telephone 01-890 1390) or 
your nearest NatWest branch manager. 

*Our subsidiary Credit Factoring lriternational 
Ltd. has offices in Benelux, Canada, Denmark, 
Finland, France, Italy, Republic of Ireland, Sweden, 
Switzerland, U.S.A. and West Germany. Also local 
agents in all other principal world markets. 


«€ Credit Factoring Limited 


A member of the National Westminster Bank Group 


151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Specious Logic 


WE felt that the professions should not have a pri- 
vileged position. If there are any restrictive practices 
in the professions that need to be considered, then they 
should be considered on the same basis as workers in 
industry.’ Surprisingly enough, these are the reported 
words, not of some power-hungry demagogue from the 
far left of the political spectrum, but of Mr John Gorst, 
Conservative MP for Hendon North, last week. 

Mr Gorst was one of three Conservative members who 
combined with Labour MPs to defeat, on the committee 
stage of the Fair Trading Bill, a clause which would have 
exempted some 14 professions — including medicine and its 
auxiliaries, the law, accountants and auditors, architects, 
surveyors, teachers and ministers of religion — from the 
scrutiny of the proposed ‘Director-General of Fair Trad- 
ing’. Mr Gorst has apparently been kind enough to confirm 
that he is not aware of any particular profession that needs 
to be investigated, but explained that he voted against the 
Government “on the principle of parity of treatment for 
workers and professional people”. 

Setting aside the somewhat narrow point that the profes- 
sions are apparently still regarded, at least by implication, 
as parasites rather than as “workers”, we are reluctant to 
accept Mr Gorst's apparent naiveté as factual. For the 
benefit, however, of any who may be tempted to believe it, 
we have no difficulty in justifying special consideration 
for the professions upon several well-defined grounds. 

First, there is high judicial authority for the proposition, 
in the words of the late Lord Upjohn in the Pharmaceutical 
Society case ([1968] 2 All ER 703): '[The services of a 
profession] require a different standard of conduct from 
the tradesman. Its members stand in a different relation- 
ship altogether from the man doing ordinary business.” 
Lord Reid, in the same case, was not prepared to apply the 
ordinary rules on restraint of trade to a code of professional 
conduct and thus to leave the door open to “any member of 
a profession who wanted to make more money by dis- 
regarding some long-standing rule of professional conduct'. 

Thus the tradesman is free to develop his business in a 


The Recognized Weekly Journal for th 


Established 1874 


ACCOUNTANT 


APRIL 19th, 1973 


e Accountancy Profession throughout the World 





vatiety of ways which are debarred to the professional man. 
He may, and habitually does, advertise and solicit custom 
at the expense of rival establishments. He is not generally 
liable in negligence, and can rely for the most part on the 
rule caveat emptor and on the protection of limited liability. 

The views expressed by Mr Gorst and others are un- 
doubtedly a small part of the mischief wrought by the 1970 
report of the Monopolies Commission on professional 
practices (The Accountant, November sth, 1970). ‘The value 
of this report, as we observed at the time, is gravely debased 
by the absence of any satisfactory definition in its pages of 
‘professional services’; by the limited opportunity which 
was allowed to the professions to present and to explain 
their case; by the Commission’s extremely guarded, and 
in places tautologous, expression of its views; and by the 
lack of any person, amongst the Commission’s membership, 
with experience of meeting the public in a professional 
capacity. There are strong — some, indeed, may say com- 
pelling — reasons for regarding this reference as nothing 
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more than a political smoke-screen to distract attention 
from other areas of the economy. 

Fortunately, the Government is understood to attach 
considerable importance to exempting professions from the 
operations of the Fair Trading Bill, and may be expected 
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to restore the disputed clause at the report stage. It would 
indeed be intolerable if our legislators, whether from hunger 
for the popular vote or from sheer ignorance, were to ally 
themselves with those seeking the best of both worlds, and 
thus to leave the professions with the worst. 


Strengthening the Position of Auditors 


OO SA the corporeal body of Mr Gerard Lee Beavan 

— central character of the City Equitable Insurance 
Co collapse in the 1920s — may long since have been laid 
to rest, his ghost continues to vex and to embarrass the 
auditors of limited companies. In the course of the litigation 
which followed disclosure of Beavan's manipulations, the 
auditors — unfortunately negligent in the circumstances — 
were held to be wholly relieved from liability by an in- 
demnity clause (not an uncommon practice at that time) 
in the company's articles of association. An immediate 
consequence was section 152 of the Companies Act 1929, 


- subsequently re-enacted and still in force as section 205 


of the 1948 Act, by which such indemnity clauses are 
declared void and of no effect. 

Thus, in effect, one insupportable position was ex- 
changed for another, with potentially disastrous con- 
sequences for auditors in particular. Directors and other 
officers, it is true, are equally within the ambit of section 
205; but the present law on negligence by directors is 
obscure — not to mention certain cases in which directors 
have disappeared, or have manifested insufficient personal 
means to satisfy a judgment, In such circumstances, as we 
have said before, the auditor and his professional indemnity 
insurers are likely to be the only speculative defendants 
worth powder and shot. Moreover, the increasing com- 
plexity of commercial structures generally is imposing 
ever greater burdens upon auditors, and the Hedley Byrne 
case in 1963 introduced the prospect of indeterminate 
liability to an unspecified class. 

In these circumstances, it is not surprising that, among 
their recent representations to the Department of Trade 
and Industry on company law revision, the English and 
Scottish Institutes of Chartered Accountants and the 


— Association of Certified Accountants should devote con- 


siderable space to justifying some limitation of this poten- 
tial disaster risk — possibly to some multiple of the audit 
fee, or to a fixed amount — in circumstances not amounting 
to criminal negligence. Perhaps it is not wholly cynical 
to suggest that company directors will respond more readily 
to requests for increased audit fees if it is thought that the 
amount of the fee may directly affect the amount recover- 
able in the event of a collapse. 

The full text of the accountants' representations runs to 
25 typewritten pages and two appendices — the first on the 
circumstances of an auditor's appointment and the second 
on the already mentioned problem of professional liability. 


Views of the two Institutes and of the Association on a. 
number of facets of the auditor's appointment were pub- 
lished over a year ago, in the aftermath of the Pinnock case 


¡(The Accountant, February 3rd and March 23rd, 1972) and 
to a large extent are still relevant. In their present memo- 


randum, the accountants recommend an affirmative resolu- 
tion for the appointment of auditors at each annual general 
i meeting ; casual vacancies in the office of auditor to be filled 
at a general meeting rather than by the directors; and 
statutory provision for an outgoing auditor to inform his 
proposed successor adequately of his reasons for resigning. 
Though the present ethical obligation in this regard is well- 
recognized, it has not been judicially determined to what 
extent such professional communications may be privileged 
in regard to potentially defamatory matter. 

A significant point relating to subsidiary companies 
is the extent to which the debts of subsidiaries are guaran- 
teed by the holding company - particularly where a 
centralized purchasing organization operates on behalf of 
all companies in the group, and in relation to such matters 
as intra-group trading and “service charges’. The DTI 
is understood to favour the thought that a subsidiary 
company whose debts, present and future, are guaranteed 
by its holding company should file notice to that effect 
at Companies House; the accountants, while not dissenting 
from this as a general proposition, urge further considera- 
tion of the situation arising when a subsidiary leaves a 
group; the position of minority shareholders in sub- 
sidiaries; and tbe position of secured (and also, possibly, 
preferential) creditors of the holding company. 

The present law in relation to directors is seriously weak 
in the absence of either a statement of their fiduciary 
obligations or any objective standard of skill and care — a 
situation which, as mentioned above, may seriously and 
unfairly embarrass the auditor in relation to the operation 
of section 205. No legislative effect has yet been given to 
the views of the Jenkins committee in 1962, that a director 
should be obliged to observe the utmost good faith towards 
the company in any transaction with it or on its behalf; 
should act honestly in the exercise of his powers and the 
discharge of his duties; and should be liable to the com- 
pany, to the extent of his own profit and of any resulting 
damage, for any breach of these obligations, or for any 
misuse of the company's property or of information 
gleaned by virtue of his office. 

Consideration of the misuse of information gleaned in 


= — = -F5 TT ar he A UT ITESO EN Teu 17 de AW A ais $ 
A A e E aa a e a DO e A a a IA e aaa i le O A A nee 
Eu 3 Pur oW RES E. WIS IR wy H SE LER S Fu. SPENT ORE She rae tre ERF e a X AS PEA ru rU = RA 4 E } VOGN Y yan 34. ¡A ^ i, $ 


ACCOUNTANT 


ETE SIR DN AAN PAE CS BAI ESAE TENE URI y qon apre zs t rur secs MERU. 
SA NEK dix EN es ae O UA ES PES dic AO AR e EYE TU c A MN 
D ; E "THE dh rue ic og E- e "o 2 : í 

; ^ ; ^ A Atz } 
C. | Y , 
September 19th, 1973 ACCOUNTANT 527 


performance of the duties of an office leads naturally to the 
question of insider dealings. This subject the present 
memorandum considers at some length, while adopting a 
cautious approach to the joint recommendation already 
made by the Take-over Panel and the Stock Exchange that 
insider dealing should be brought within the criminal law 
(The Accountant, February 8th). Plainly the accountants, 
while reluctant to comment on the complex legal issues 
raised by this possible extention of the criminal law, 
consider the proposed definition of an 'insider' to be less 
than ideal in several respects. 

Their memorandum draws attention to a number of 
potentially “borderline” situations, including the position 
of unquoted companies and of an insider whose obligations 
in that regard may be brought into direct conflict with 
his duties as a trustee. Not all beneficiaries, for example, 
would accept without comment the accountants' view that 
‘a person's duties as a trustee should be made subservient 
to his obligations as an insider'; much of the dislike for 
insider dealing, on the authority of Lord Shawcross (The 
Accountant, November 23rd, 1972), arises from people who 


are angered, not because somebody else has profited, but 
because they themselves have not. 

The subject of UK insolvency law in itself covers a very 
wide field, and is demonstrably in need of far-reaching 
review to take account of present-day conditions. Whilst 
the accountants have declared their willingness to assist in 
such a review, this should not in their view be allowed to 
hold up revisions in the general company law; 'it may be 
preferable to have separate legislation to cover insolvency, 
leaving the Companies Acts to deal with the formation and 
operation. of companies and matters incidental thereto.' 

Finally, while the D'TI might conceivably be disposed to 
give a sympathetic hearing to the case for legislative 
endorsement of accounting standards, the accountancy 
bodies have been careful to make no such request; legis- 
lative enactment, they say, would strengthen the impact 
and enforcement of standards, but only at the unacceptable 
cost of inflexibility in their development. This is in our 
view a commonsense outlook which we hope to see 
prevail also in the wider context of European company 
regulation. 





Accounting for Inflation - 
a Working Guide 


HE symbols H and C, long 

familiar in estate agents’ and 
plumbers’ advertising, are given a 
new significance in this week’s publica- 
tion Accounting for Inflation: A work- 
ing guide to the accounting procedures 
(two volumes, price £3) from The 
Institute of Chartered Accountants in 
England and Wales. The abbrevia- 
tions £H and £C are used to indicate, 
respectively, historic pounds and 
pounds of current purchasing power. 

'This working guide is, of course, the 
'separate guide to the mechanics of 
the conversion process’ which was 
promised at the time of publication of 
EDS (The Accountant, January 18th). 
An interesting feature is that the 
text and its accompanying tables and 
examples are published in two separate 
volumes, enabling the reader to study 
the text with the appropriate tables 
alongside. 

Following an introductory chapter 
on general principles, chapter 2 is 
devoted to the ‘net change’ method, 
which involves converting the opening 
and closing balance sheets of the year 


into CPP terms and ascertaining profit 
by subtracting the total equity interest 
at the beginning of the year from that 


“at the end, after adding back any 


dividends. While this relatively simple 
method presumably satisfies the es- 
sentials of ED8, it does not produce a 
detailed profit and loss account and 
therefore gives little information of the 
factors affecting the size of the CPP 
profit or loss; nor does it afford any 
automatic check on the arithmetical 
accuracy of working. 

To meet these objections, chapter 3 
outlines a ‘columnar work sheet 
method’ dealing separately with the 
opening balance sheet; a ‘net mone- 
tary assets account’ (said to be ‘similar 
to a cash account’, in which are en- 
tered all balances and transactions 
involving monetary assets and 
liabilities); closing items and journal 
entries; the profit and loss account for 
the period; and the closing balance 
sheet. This method, though obviously 
more detailed, is claimed in fact to 
involve an amount of work only 
slightly greater than does the net 


change method; and, under both 
methods, the work involved in prepar- 
ing figures for the second and subse- 
quent years is considerably less than 
in the first year. 

Chapter 6, on miscellaneous prob- 
lems and suggested solutions, is likely 
to acquire a well-thumbed look in 
many offices. The principal situations 
on which it comments are assets 
stated at a valuation or acquired 
second-hand; seasonal fluctuations in 
the level of trade; fixed price contracts ; 
overseas price indices; investment 
grants; set-offs of related gains and 
losses; and ten-year summaries. Prob- 
lems presented by UK and foreign 
subsidiary companies are separately 
dealt with in chapters 7 and 8. 

While inflation on a scale sufficient 
to necessitate such adjustments is — 
in the UK, at least — a relatively 
recent phenomenon, older members of 
the profession may recall attempts 
that were made for a while, following 
abandonment of the gold standard, to 
express balance sheets in terms of 
“gold fs’. It seems not unlikely that 
those who have worked their way 
through chapters 7 and 8 of the present 
text may re-echo the words of the 
Scots CA in Bruce Marshall's novel 
The Bank Audit: ‘Gey fikey work; but 
it balances, so for God’s sake dinna 
touch it". 
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Starting a Taxable 
Venture 


TAXPAYER who carried on two 

retail businesses in Cheltenham 
lived in rented accommodation above 
one of them. On the outskirts of the 
town stood a mansion in some ten 
acres of land-a place with senti- 
mental ties of a family nature. When 
this was put up for auction in 1959 he 
bought it, with a view to living there 
if feasible. 

Such is the stuff of which dreams 
are made — and dream it was. He soon 
abandoned the idea of living in the 
mansion, and accepted advice from 
planning consultants. By persistence 
despite an initial refusal, he eventu- 
ally obtained permission for demoli- 
tion of the mansion and the erection 
of 9o dwellings on the land. In that 
condition, the property realized a 
price ten times that given at auction 
four years earlier. 

The Special Commissioners in 
Taylor v. Good (The Times, April 
7th) decided that the taxpayer had 
carried out, in connection with the 
property, an adventure in the nature 
of trade which was assessable to in- 
come tax under Case I of Schedule D 
-a decision upheld by Mr Justice 
Megarry. So far events had taken a 
familiar course, but the learned judge 
. gave them a new turn by ordering the 
case to be remitted to the Special 
Commissioners to determine when 
trading, as defined by the statute, 
began. 

Even if the property was bought 
with no thought of trading, his lord- 
ship did not see why an intention to 
trade could not be formed later; the 
initial innocent intention, he said, did 
not confer permanent immunity. 
However, trading must have a com- 
mencement and a man could not 
embark upon an adventure before he 
had thought of it. Hence the Commis- 
sioners were also instructed to decide 
what value the property had when it 
became the subject of trading, so that 
the true profit derived from the trade 
might be determined. 


Irish Accountants 
Discuss EEC 


4 Sine Republic of Ireland, no less 
than the United Kingdom, has 
been part of the EEC since January 
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ist. With this in mind, the President 
of The Institute of Chartered Account- 
ants in Ireland, Mr C. H. Nicholson, 
F.C.A., led a team of distinguished 
speakers at the Institute's recent 
one-day EEC conference in Dublin. 

From Brussels, Dr Theodore 
Vogelaar, a member of the EEC 








Dr Theodore Vogelaar 


Commission, came to expound Com- 
munity policy on harmonization of 
company law, with particular refer- 
ence to the accountancy profession. 
He was followed by Mr Niall 
MacLiam, of the Republic's Depart- 
ment of Industry and Commerce, who 
spoke on the role of national adminis- 
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trations in implementing EEC direc- 
tives; and Mr John Temple Lang, 
author of The Common Market and 
Company Law, on the requirements of 
the draft directives Nos. 2, 3 and 5 
relating to alterations of capital, mer- 
gers, management and audit of limited 
companies. 

Other subjects before the confer- 
ence were the concept of the trans- 
national “European Company”; the 
draft fourth directive on the form and 
content of annual accounts; and a 
preliminary project on standards of 
competence and conduct for auditors. 
The speakers included Mr Denis 
Belton, F.C.A., who represents the 
Irish Institute on the Brussels groupe 
d'étude; Mr George Coleman, r.c.a.; 
Mr Roger Hussey, Director of the 
Institute; and Mr Michael Dickson, 
a Dublin solicitor. 


Smaller Bodies' Merger 
Prospects 


MUS TA EA majorities of the 
membership of both bodies — ap- 
proximately 97 per cent of the vote in 
each case — have approved further 
discussions between representatives of 
the Society of Commercial Account- 





Successful Year for London 


AST year was one of tremendous 
activity for The London and 
District Society of Chartered Ac- 
countants whose 1972 report and 
accounts were issued to members this 
week. A total of 42 courses, confer- 
ences and evening meetings was held, 
with attendances which will doubtless 
be the envy of other district societies. 
For example, as many as 1,000 turned 
up for the VAT course! 

LDS, in the words of its Chairman, 
Mr E. E. Ray, B.COM., F.C.A., is there 
to provide a service to its members, to 
the Institute and, be it noted, even to 
the Government. There is, of course, 
no guarantee that last vear's surplus 
of nearly {£19,000 can be repeated, but 
the Society aims to keep course fees at 
present levels and to consolidate its 
present strong position. Such an 
active body in such a strong financial 
position can also operate more effect- 
ively as a watchdog in cases where the 
Institute or government departments 
fail to bark loud enough. 


Speaking to The Accountant last 
week, Mr Ray also stressed the con- 
tinuing need for more members from 
industry and commerce to participate 
in the work of the Society; there was a 
limit, he argued, to the amount of 
work which those in practice could do. 
It was surely to the benefit not only of 
the Society, but also of the area which 
it served, that interest and participa- 
tion of members should be on the 
widest possible basis. 

The Society's annual meeting takes 
place at Chartered Accountants’ Hall 
on May 17th, at 6 p.m., and will be 
followed immediately by a special 
meeting to consider amendments to its 
rules, arising from the Basden Report 
on forward planning (‘London Looks 
Ahead”, The Accountant, F ebruary 
8th). The principal effect of these 
amendments will be to re-define the 
Society's area in accordance with an 
existing Council decision and to 
introduce greater flexibility in filling 
committee vacancies. 
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ants and the Institute of Company 
Accountants. Deliberations of the 
joint steering committee set up by 
these two bodies last year to explore 
the common ground with a view to 
possible merger (The Accountant, Sep- 
tember 28th, 1972) have ripened to 
the point at which members of the 
Institute of Company Accountants 
will be asked (at a special meeting to 
be held later this year) to approve the 
formation of a new society 'to include 
all members of the Institute of Com- 
pany Accountants and the Society of 
Commercial Accountants and any 
other qualified accountants whose 
parent body wishes to associate with 
us in this formation'. 

One such body within the apparent 
terms of this proviso is the Incor- 
porated Association of Cost and In- 
dustrial Accountants. Speaking to The 
Accountant this week, Mr K. D. Gilpin, 
Secretary of the IACIA, confirmed that 
his Association had been invited to 
participate in discussions, and that 
no less than 96 per cent of those 
voting in a poll of the membership had 
approved such participation. 

Though none of the three bodies 
presently interested is committed at 
this stage to a formal merger agree- 
ment, the size of the majority for 
further conversations in each case 
raises a significant possibility of the 
establishment of a single society. 
Such a body could look forward to a 
potential strength of over 10,000 
qualified members and at least 5,000 
registered students. 

The formal merger agreement 
between the British Association of 
Accountants and Auditors and the 
Faculty of Auditors, it was confirmed 
recently, has now been implemented, 
bringing the Faculty’s members into 
full membership of the BAA. This 
development, first announced in The 
Accountant for March 16th, 1972, has 
created an amalgamated body of 
approximately 2,000 accountants. 


VAT Damned Tax! 


ONTINUING the Opposition's 

assault on the Finance Bill last 
week, Mr Joel Barnett, F.C.C.A., M.P. 
(Heywood and Royton, Lab.) had 
some pungent things to say about the 
hardships and anomalies of VAT. 
Treasury ministers, he said, had 
*handed out to 55 million people the 
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burden of having to deal with this 
damned tax’. 

VAT profiteering, Mr Barnett sug- 
gested, was widespread. He quoted 
the findings of the Sunday Times that 
launderettes were putting as much as 
sp on the cost of a 15p wash; car park 
charges had shot up, halfpennies 
were being ‘rounded off’, cafes were 
charging VAT on take-away meals 
and restaurant bills had soared. 

Among specific VAT anomalies to 
which Mr Barnett drew attention 
were sales of children's clothing; 
sales of confectionery at cinemas and 
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swimming pools; and house repairs 
and alterations. Traders were unable 
to get answers to important questions 
from local Customs and Excise officers, 
who were 'madly overworked and 
just do not have the answers'. 

Mr Barnett was speaking on an 
amendment to the Bill which would 
have had the effect of easing the 
present stringent conditions for rebate 
of purchase tax on goods in stock at 
March 31st. Many small traders, he 
said, had not registered because they 
did not understand VAT, and they 
could not be blamed for that. 


Business Game for Sixthformers 





Mr Douglas Morpeth, T.D., B.Com., F.C.A., President of The Institute of Chartered Accountants 


in England and Wales, presents the Institute's Challenge Shield to the chairman of the winning 
‘company’ following the final last Friday of the Business Game for Sixthformers. The winners 
were St Edmund's College, Ware, Herts; the runners-up Bolton School, and in third place, 
Wisbech Grammar School. Be/ow, the 'board of directors' of Bolton School during the 


closing stages of the game. 
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The Profession in France 


[ENT controversy and anxiety 
over reciprocal accreditation and 
recognition of practice rights within 
the EEC lend a topical significance to 
the English text — recently published 
by the accountants’ Franco-British 
Liaison Committee — of ‘Conditions 
for admission to the profession of 
expert comptable and comptable agréé 
in France.’ Membership of the liaison 
committee comprises representatives 
of the English and Scottish Institutes 
of Chartered Accountants and of the 
Ordre des Experts Comptables et des 
Comptables Agréés. 

In the words of this publication, “an 
expert comptable or réviseur comptable 
Is a person whose usual professional 
work consists in examining and giving 
an opinion on the accounts kept by 
companies and organizations to which 
he is not bound by a contract of 
employment. . . . A comptable agréé 
is a technician whose usual professional 
work consists in writing up, posting, 
opening, closing, supervising and, in 
the course of such work, rectifying the 
accounts of companies and organiza- 
tions to which he is not bound by a 
contract of employment'. These func- 
tions are defined under French law, 
and — subject to certain exceptions in 
favour of foreign nationals — no person 
other than a member of the Ordre may 
practise as an expert comptable or 
comptable agréé in France. 

Statutory audits of public limited 
companies (SA) and of private com- 
panies (SARL) whose capital exceeds 
300,000 francs, are reserved to com- 


missaires aux comptes, whose names 
are inscribed on the register of the 
Courts in whose jurisdiction they re- 
side or practise. Most experts comptables 
and a large number of comptables 
agréés are also registered as com- 
missaires aux comptes. 

Foreign nationals resident in France 
are eligible for inscription as com- 
missatres aux comptes, provided that 
they are nationals of an EEC member 
state or of a state which allows 
French nationals to conduct statutory 
audits, and hold qualifications com- 
parable to those required of French 
citizens. In the UK, it is understood 
that the Department of Trade and 
Industry is prepared to authorize 
appropriately qualified French 
nationals under the provisions of sec- 
tion 161 (1) (b) of the Companies Act 
1948, and a number of UK chartered 
accountants have been inscribed for 
many years as commissaires aux comptes. 

Conditions for foreigners wishing 
to practise as experts comptables or 
comptables agréés in France are more 
stringent, unless a convention to that 
effect has been concluded between 
France and their country of origin. 
At present, Switzerland is the only 
country to which this provision applies 
and permission granted to foreigners 
who are not covered by a reciprocal 
agreement may be revoked at any 
time. 

At January rst, 1973, membership 
of the French Ordre consisted of 
4,348 experts comptables and 6,493 
comptables agréés. 





Credit Law Reform 


EE Government's current pro- 
posals for simplifying consumer 
credit law have been attacked as “a 
temporary hotch-potch engrafted on to 
existing legislation’. Writing in the 
latest issue of Credit, quarterly journal 
of the Finance Houses Association, Mr 
R.M. Goode, professor of law at Queen 
Mary College, University of London, 


argues that the proposed repeal of the 


Moneylenders Acts and “superficial 

tinkering’ with the structure of the 

credit law are quite insufficient. _ 
The Government is alleged to be 


under strong political pressure to 
introduce early but inadequate 
measures, and is not prepared at this 
time to meet the FHA's demand for 
full implementation of the Crowther 
proposals (The Accountant, March 
25th and April 1st, 1971) for two new 
statutes to cover all credit transactions: 
a Lending and Security Act and a 
Consumer Sale and Loan Act. 

Mr Goode points out that the 
European Commission is currently 
working on draft directives for the 
harmonization of credit law in the 
EEC. In the present situation Britain 
would be offering Europe a complex 
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legal structure, including Bills of 
Sale Acts nearly a hundred years old, 
Hire-Purchase Acts, a new Bill likely 
to run to over 150 sections and other 
diffuse statutes; rather than taking the 
opportunity to present “a forward- 
looking credit law, simplified in con- 
cept, sound in policy, tested in the 
hard school of experience and offering 
both a fair deal for the consumer and 
an efficient and workable regime for 
business'. 


Bogus Trade Directories 
peu» trade directories, despite 


the provisions of the Unsolicited 
Goods and Services Act (The Account- 
ant, April 8th and May 27th, 1971) 
“have now resurged', in the words of 
Mr Peter Rost, M.P. (Derbyshire 
South East, Con.). Not only have they 
resurged, Mr Rost alleged during a 
recent Parliamentary adjournment de- 
bate, but they are proliferating and 
their activities appear to be on a 
larger scale than before the passing 
of the Act. 

In the course of a vigorous attack, 
Mr Rost alluded to *widespread abuse” 
and asserted that "The activities of 
these businesses are widespread, and 
are festering all over the country”; the 
level of fraud, he said, was still sub- 
stantial. The culprits appeared to 
have found a loophole in the Act by 
printing the statutory words ‘This is 
not a demand for payment’ in minu- 
scule type, and information supplied 
to the police had not so far resulted 
in a prosecution. 

Companies named by Mr Rost 
included the ‘National Business and 
Professional Trades Directory’ of 
Blackheath and ‘Area Trades Directory 
Ltd’ of Hillingdon House, Kenton 
Road, Harrow. The latter has been 
using on its letterhead the crest of the 
Greater Harrow Chamber of Com- 
merce, which in fact has no knowledge 
of the firm. 

Replying to the debate, Mr Anthony 
Grant, Under-Secretary for Trade and 
Industry, confirmed that his depart- 
ment had received ‘a great many 
complaints’ about the activities of 
directory publishers, most of them 
relating to the ‘National and 
Professional Trades Directory’. The 
Government, he said, condemned 
these ‘unsavoury practices’ and took 
the matter very seriously. 
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Announcing m new Pension Plans 
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for employers i in 


the social services including 
Education, He alth and Welfare 





FEDERATED PENSION SCHEMES 
has designed new plans, and however large or 
small the organisation; the advantages of an FPS. 
- plan will almost certainly prove considerable to 
| both employer and employee. 
Maximum benefits | 
Because FPS is non-profitmaking, its plans 


offer greater benefits in relation to costs than 
comparable schemes. 


Experienced and proven 


management 


FPS was founded 45 years ago and is closdly 
identified with the social services. Similar plans 
administered by it have kept ahead of inflation. 


sj Administrative simplicity | 
The employer will have little to do beyond 
. remitting contributions to FPS and notifying 
them of staff changes. 


Flexibility. . 
The plans offer wide transferability rights 
and can include pue time and manual employees. 


Equitable benefits ' 


Pensions axe based on years of service and 
salary at retirement. They may be taken partly in 
lump sum form and:may be increased after 
retirement to counteract inflation. 
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X. Advantageous tax provisions 
` Employees réceive full tax relief on their 
coritributions and employers’ contributions rank 
asa business expense. 


The backing of the RNPEN - 


The plans are arranged in association with 
and have the backing of The Royal National 
Pension Fund for Nurses (founded 1887).a 
specialised mutuallife assurance so ciety wie 
assets of £50 million.. 


- Who's eligible?  . ` 


- Any employer engaged in a social service 
and commercial and industrial employers with... 
employees working in a related capacity (e.g. 
factory nurses). | 


To: Federated Pension Schemes, 
‘Rosehill’, Park Road, Banstead, Surrey. 
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Please send me full information on FPS's new plans. . 


- 
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- T Many: hundreds of accountants have found "P right job : 
E a das aes this useful service. Our information centre (near TE 
vac Moorgate S: tation) provides details on jobs, prospects. and "T : : 
4 fp. client firms. Consultants are always available to ‘discuss. ; à 
e : your requirements and. to offer expert advice.: J T l 
< FREE LISTS OF VACANCIES ; 
ue d dE will be posted to you or you can drop in and = «without any € it d C ho " 
~ form-tilling ~ study the classified registers. Over 500 vacancies api 4 oice ) 
Dum in'the U.K..znd. Overseas offer OU the widest choice. Ring. i 
^ ‘ip. for relevant Est! da O de 
'" ||: Public Practice: L. Kelleher, 01-628 4550 - i. dl E 


AA Terms are better than is usual for temporary assignments. , 
MÍ EMPLOYERS: Our register of ae lists hundreds of | BUILDING SOCIETI ios "i A: 
Bros . accountants we “have interviewed in dept an perhaps one ` : le 
¿e | ‘of them is the man you seek, To find out ring me now and | Head Office: HOLBECK HOUSE, TE d 
peur 2: shall let you now within the hour. `` 105, ALBION ST. LEEDS LSi 9AS. «^ 
apt ‘R. Thornhill, 01-628 8869 l 
. TM London Office: 73 KINGSWAY, LONDON w.c. 2.: 
l RICHARD. OWEN | ASSOCIATES - ^ Branches and Agenciesithroughout the country. | O S, 
: ` - Box 23,47 Finsbury Court: T c’ - Member of the Building Societies Association. i \ Ye > 
a = jeu Payement, London EC2A 1HT _ M -Authorised for Investment by'Trustees. ~ - e E 
s p i "TII | e E 
“yr * f ge TERM E ; . "^ 
SUBSCRIPTION ORDER FORM: AIEO ^. : ; | 
, ra ane di » E ru rie ^ P. . $ a l : A er. ? yak P 
'.» > Please send '7/ie AGODA Paci) week until. further notice, commencing with the issue ' Students" ‘Concessional - 
it. Wm d EX SEE" i. te . 3 DE Subscription 
A AE ems VITRE cede es LE | IB i | 
Y : 3c , "i i D 3 [. i E < ge eod r : , 
| p ded A Eu P ; «` Date Studentship registered: ° 
A . Name. < EEN EE kinn O A EA EE IA DM RS ri cassie es e j . E "Pu 
Mister X RA M Mi em tT EE Los "RUNS pp omms MN E 
2 g E bs LM B d M "de cd 
l "Counter- “signature for student's, subscription. IER E b m MTM CE une Expiring TN FE 
= P a . 5 2 54. 1 Principal, head of TOUREN -or tutor) Te. hod E 
eE ` Remittance enclosed: £ 2 i o NS e | Daten nm TEC QE CU MORD c EOS 
: se, k d Ra DE q 
E Rates; £20 for two, years ; £10: 50 for one year; £5- 35 halt- year. FM l . | * Professional body: ue 
. Airmail edition £14-25 tor one year; £7- -25 hali- -year . p ono ud "ox m RM C AO 
IA ‘Students concessional rate £6 ‘per year. m " 2 CH NP A 7 DN 7 a og 
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"More than; 300 Professional firms utilize « Our services in 
“engagement of all grades of staff from Articled Clerks 


Vacancies covar the whole range from Trainee to Financial 
Director: Sala-ies; up to £ ,000-r.. y ce 
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Taxing the Lump: 


ANY cases of senal evasión 


of.income tax and corporation 


- tax liabilities by self-employed build- 


-ing workers -'the lump'- are cur- 


 rently- under - inquiry, .and- search for 


further cases of evasion is continuing. 


This admission, made recently in 
Parliament by Mr John Nott, Treasury - 
in, the words of its chairman, Mr. 


Minister of State, follows earlier alle- 


gations of significant abuse of the 


exemption certificate procedure (The 


`- Accountant, November 23rd, 1972). 


is “ACCOUNTANT © 


T nud fined for maig f false 
statemerits to: obtain exemption’ certi- , 


ficates, and prosecutions for a number 


of similar offences are pending. 


Future Role of US 


Standards Board | 


| E newly-established US tea 


cial Accounting Standards Board, 


Marshall S: Armstrong, C.P.A., ‘cannot 
be expected to résolve all the long- 


standing problems of financial re- | 


porting overnight". 


~ 7o 
"8 dedil at the annual conference 


‘Mr Armstrong outlined the’ 


deliberation and exposure drafts (The 


` Accountant, October 26th, 1972) by - 


which the full-time, seven-member 


- panel will arrive at its conclusions.. 





of Indiana University School of Busi-. - 


- ness, 
" process of research, public hearings, 


“We are going to need time for this”, |- 
he said, especially to hear arid con-. 


sider everyone's point of view. The 
Board is going to do the best job. ~ 


: possible as fast as we can and, when 


it’s done, we will stand.on.our record". 


* 
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Mr Armstrong predicted that the. E 


Two men, it was stated, had Den 
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THIS IS MY LIFE 


^ 
` 


- of Philanthropy 


by An Industrious Nonas 


44 
i 


EBASTIAN: is "de hairy young painter who did all 
those brilliant sketches for Scotty’ s Autumn Fashions 


^ exhibition. At present he'ssitting in the adjoining office with 


sad spaniel eyes, waiting patiently for somebody — PERRI 
me ~ to sort out his shambles for him. - ^ 


It started when he wandered along to ask me for a 


‘donation. Apparently his little group of impoverished 
v= (admittedly) sand potentially world-shaking (allegedly) 
artists were finding the going tough, and hoped to amass 


some shekels by holding an art exhibition. "The 220 snag 


‘was that they were all broke. | 
-Well, the powers-that-be sniffed in pampas: style, . 
<, reminiscent of, the field-marshal who reached for his gun 


when. he heard the word “culture”, so 1 felt irked. To hell 


with their Philistinism ! Accountancy. to the rescue! ae 


` the last crusade! 


‘I coaxed a reluctant {50 from the chairman and rallied 
a sprinkling of local industrialist friends to do’ as much. 


Sebastian became excited and sketched colourful posters : 
. in praise of the sponsors (after all, the raison d'être of the 
show was the commercial puff) ahd his fellows hired a hall’ - 


and filled it with easels and framework and so on. 
"They worked like beavers on programmes and placards 


- and newspaper adverts, and eye-catching offers of choices 


of masterpieces to lucky ticket-holders. They procüred 
chairs and a cash-box and (under severe pressure . from 
me) wrote up a little red ledger. Sebastian asked vaguely 


what I meant by bringing down balances, but never really 

. understood the answer. T i 
The opening was pleasantly crowded, ‘our local indus- ^ 

trialists being conscious they'd bought the chance to pick ~ 
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up prospective Titians or Gas dirt dies so to speak. 


Mind you, the paintings on offer were mostly geometrical” 


or abstract, and undecipherable to my own old- fashioned | 


taste, but shere and there knowledgeable felk made. LE 


_ preciative murmurs.. 

Then trouble erupted. Sebastian’s greedy ind 
Jezabella, finding him counting the takings at the door, 
pleaded for rent money. Wax in her hands, he handed over | 


the cash-box, whereupon sundry committee members ' d 


objected. Jezabella spat and struggled, Sebastian fell over - 
the table, spectators shouted and stampeded, a lady . 
sponsor was trodden on, a whole rack of pictures fell over, 
and two windows were shattered. Jezabella lost half her | 


. dress — and the committee lost the takings. E | 
Later, it transpired «that the sponsors’ donations had ., 
melted: away unrecorded; newspapers and printers were | -* 


unpaid, nothing was insured. "Three artists sued for ruined 


masterpieces, two sponsors for bruises, the hall for rent -”. 


and Jezabella for assault. That’s why Sebastian is almost - 
in tears outside. 


I'm a wreck myself. 'The chairman TM that, for the. 


dE 8 ds name, I should pay the bills. 
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.Beard's future will depend on -active - 


 pa-ticipation by business leaders, prac- 
tising. accountants, educators, invest- 


users ` of financial statements. 


tribute-research input, to comment on 
exposure drafts ‘of FASB statements, 
. anc. to participate in public 
` héarings. - l i 

For nearly 40 years, Sne and 
" Exchange Commission policy in the 
« USA has been. to refrain..from using 


 to- establish accounting principles, 
; pref erring instead that this fesponsi- . 
“bility ‘be carried out by the. private - 


.' sector. In recent meetings of the 


.was sre-affirmed, 
. widespread interest in Washington in 
ors, lending institutions and other ' 
He 
urged: all interested parties to con- . 


THE ` 


“ACCOUNTANT Pe 


other” vereda bodies, this policy 
although there is 


having financial accounting issues re- 
solved. . = 
‘For the long-range ‘Gendt of all 


investors and others who rely on 
- financial reporting’ ». Mr Armstrong | 
concluded “we must retain the estab- 
lishment of financial accoun-iag stand- 


ards in the private sector.’ 
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| ‘Company Law em Fn 
. authority granted to it by Congress - Amen dment `. "E 


HE - C'overnment uM make 


known in due course, erd in an 
ae form, its proposals for 
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. Gebfiéy Howe; Q. C; M.P:y” Minister "ui 

for Trade, 
"replying to questions from Sir Brandon 
(Kensington ' 


said recently. 


Rhys Williams, | M.F. 
South, Cons.) who had asked for a 
Green Paper on the subject. . .-. 
Asked further whether management 
audit was to. bé made a: statutory 
requirement for public companies, 
Sir Geoffrey replied: "I shall take into 


account, in my review of company: 


Jaw, proposals of. various kinds for 
improving the ‘efficiency of company 


He Was 


t 


management.’ He also reaffitmed the . 


likelihood that.a forthcoming..Com- 
panies Bill would include provisions 


for dealing with’! the problems of 


 FASB E officials of the SEC and 


Advantages of Factoring "i iE 


i 
i 


Eby. is B. 'DOYLE, F:C.C.A., F.C.M.A., J.Dip.M.A. 
. Financial Director, Credit Factoring Ltd - l 
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| |, Despite the many thousands of words which have.been written on the subject of factoring © . - RENE 
- over :he past few years, its true nature is still largely misunderstood. This article seeks to l ex TN ae 


"define the operations of the principal UK factoring companies, four or whom are linked... PNE 


"dn various ways; D fne Cog bs 
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\ CLIENT dra any: UK factoring company: can expect to 
receive the folowing services: sales accounting and 
, debt collection; credit information and,guidance; 100 per 


cent bàd debt protection ;and immediate payments from the . 
+ factor of.an agreed percentage of the debts factored. The 


| first two services are an essential part of the package but 
- some factors operate on a ‘recourse’ basis; in other words, 
.. they co not provide bad debt cover. The- fourth, the pro- 


vision of finance, is an optional extra which many companies | 


- 


interested only in service do not take up. This is particularly 


- .common where a company . is using factoring for its export. - 


sáles. 


. The word ‘factoring’ frequently appears in the descrip- ' 


tions'of certain forms of receivables financing^which do not 
¿ aim to supply any “administrative support to their clients. 


ore invoice discouriting i is sonietimeés described as 'con-- 
` "fidential invoice ,factoring’. Money is provided. on the | 


security, of debts ‘assigned to the invoice discounting com- 
: pany, out any. customer records maintained by that com- 
- pany aze«for its own benefit, and are not:designed to relieve 
the client of his normal sales: accounting work. . | 

A minimum annual turnover of £100,000 is looked for 
^ by many factors, though some will go to a lower figure. 
Several .public companies are using factoring services for 
annual sales. of millions of pounds. There needs to be a 


H 
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‘by the factor.of the'sales accounting. and debi collecting. 


for expans:cn without the need to surrender equity. .' 


"minimum average turnover for each customer of, say, not 
less than £500 a year if the cost of DOE is not to’ 
beconie unacceptable: 

. Compaaies which are selling consumer or light industrial 
products a-e often ideal. Such companies might well be 


insider trading (The Accountant, pene 


privately owned, with some record of being profitably | 


„established, and anxious to expand. The credit control and 


bad debt protection could be invaluable, and assumption 


chore will relieve the management of many headaches; and 


one person who might well benefit i in this direction is the 
. company's auditor. The use of the factor's. money, if 


advance pzyments are taken, will provide additional finance 


` 


- 


Factoring agreement 


When a company accepts a quotation TA a factor Ws | 


parties sign. a factoring agreement which sets out the rights 


and obligations of them both. The form of agreement 


naturally varies from factor to factor, but they are basically 
similar in intent and they are unanimous.in establishing that 


- the factors buy their clients' debts outright; they àre not . 
agreements. for’ the lending of id on the buf of. 
ane | | i. 
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The agreement will deal, inter alia, with the. following 
matters: 
Submission of invoices for factoring ane the method of 
accounting for them to the client; i 
~ Granting of credit approval; 
- Disputes'with customers ; a 
- Advance payments, if applicable;. 
The rate of service charge; and 
The rate to be charged for Payments, made in advance of 
collections from customers. | 


ti is common practice for factors to insist on being offered 


all credit sales but exclusions are permitted and, indeed, ' 


“some sales cannot be factored. One obvious example of a 
transaction that cannot -be’ factored is a ‘sale or return’ 
* invoice, which does not give rise to an unconditional debt. 
There is little point in entering into a factoring arrange- 
ment unless the intention is to operate it for a minimum 
time of, say, three years. Anything less is likely to produce 


(a disproportionate outlay in time and effort on transferring 


t 


- accounts to the factor's system. 
In order to avoid the possibility of ¢ a sudden change of 
heart after a factoring arrangement has been started, most 
factors carry out a detailed examination before a quotation 
is made and an agreement signed. The investigation will 
- cover selling and distribution, terms of sale, sales i invoicing 
and accounting, and the prospect company's approach to 
. credit control and collection, as well as 1ts financial position. 
The object of this work is to ensure that client and factor 
are both satisfied that the application of factoring to the 
client's operation will enhance his development. EP 


Accounting and debt collection 


The client company raises its invoices in the usual Way, 
merely adding to each invoice a statement to the effect that 


the debt has been assigned to the factor, to whom payment’ 


should be made. A copy 1s given to the factor who processes 
all invoices, credit notes, and remittances from customers 
and maintains the sales ledger. Where the same customer 
buys from more than one client of the factor, separate 
accounts are kept for each client/customer relationship. 

The factor issues all statements and reminder letters as 
well as dealing with requests’from suppliers’ auditors for 
confirmation of balances. Statements will be on the factor’s 
stationery, but carry the. name of the client. 


The fact that the same customers may be dealing with ' 


several clients enables a factor to establish good working 
relationships with their bought ledger departments. This 
can be particularly beneficial to small.companies selling to 
large organizations (e.g., national groups, local authorities 
or government bodies) with complicated purchase account- 
ing procedures and which cannot be induced to make 
payments if. the paperwork is not in order. - 

_The procedure for chasing slow payers varies from factor 
to factor, but should be geared to the supplier's selling 
terms and take account of his views on the subject. This 
is one of the most important aspects of the investigation 


carried out prior to quotation; a factor who is engaged to , 


, provide a collection service needs to be able to apply 
reasonable pressure and cannot produce the right result 
if he is expected either to apply no pressure at all or to act 
with pal severity. ; 


i - 
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payment performances. 
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Most factors maintain their sales ledgers on computers, 
and their programmes will be arranged to produce state-. 
ments. promptly and regularly. 'They will usually be 'open 
item’ statements.setting out clearly all the unpaid invoices 
(indicating overdue items), unapplied credit notes, : pay- 


.ments on account, and any underpayments or disallowed ' 


discounts. 

Reminder letters for overdue debts will be produced. 
systematically, in accordance with an agreed programme ` 
and all.seriously overdue accounts investigated closely 
and referred to the client before final action is taken. It 
sometimes happens that an overdue account is one which . 
the, factor had not approved for credit; in.other words the 
debt i is at the client's risk..In such cases the factor will 


‘carry oùt the collection effort in his usual way but any col- 


lection costs which might be incurred will be charged to | 


the client. 


P 


Credit control A 

One of the principal benefits which a company can obtain | 
from a factoring arrangement 1s that of credit control. Good . 
credit men are not easily found, and it is unlikely that a 


“company which is relatively young and with a growing 
-turnover could attract or afford the full-time services of an’. 


expert in this field. By using a factor, a supplier buys him-: 
self a share in a large sophisticated credit operation with’ 
all the necessary facilities and access to a SAEI great deal of. 
information. 

,Hthe arrangement is a ‘non-recourse’ one, then the Edi 
control and advice is backed by a 100 per cent E 
against bad debts on accounts approved by the factor. - 
Furthermore, the loss of cash flow caused by bad debts is . 


eliminated. If the factoring agreement provides fot pay- ` 


ment to the client on guaranteed maturity dates, then this 
payment will take place in respect of all debts on the agreed 
date, regardless of whether. the debt has been paid by the 
customer, or is doubtful. If debts are accounted for to the ^ 
client as collected, then the factor will pay the client once 
he judges the debtor to be insolvent. 

It will be clear from the foregoing that a factor who is ` 
going to offer a bad debt protection service will have . 


satisfied himself at the outset that he will be able to give a, 


very high proportion of the cover-which his-client will be: 


_ seeking. This he will have done by looking at the customers: 


with whom the client is trading, assessing their credit- 
worthiness and scrutinizing their accounts to establish past: 


Client accounting 


A company with an annual turnover of £ 500,000 | may well | 
be: raising goo invoices and credit notes each month, 
'T'hese must be posted to several hundred accounts, as must 
the cash received from customers, possibly involving. the - 


passing of discounts before entering. All this has to be 
done before statements can: be. prepared and issued, to be 


followed in many cases by reminders and SORS ponienee to. 
reluctant settlers. 

, Factoring wil not remove the necessity for raising 
invoices and credit notes but the hard work is over for the 
client once this has been done. As invoices are issued.to. , 


-customers,. copies will be sent to the factor's accounts `, 
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p, R m a summary. This i is a ie 
form, but constitutes the. formal offer to assign the debts to 
E ~ the factor. "The'summary can readily replace the traditional ` 
os" gales’ day-book, ‘particularly if the factor furnishes: analyses - 
5.” of invoices whick segregate charges for carriage, VAT and ' 
»,, other items not posted to the sales. account in. the nominal 
ledger.. © ^: i Pate Y u 
ps YE the factoring agreemeñt provides for” guaranteed 

ER payment after'à predetermined period; the, client company 


V factored; in: ‘other. words; the: date on which. payment will 
cov be made: If payment to the” client is made ‘as, and when 
|. E. debts are collected from-customers, the balance outstanding. 
z“ “at any time will be calculable, but not the payment «date: 
| - Either type of zgreement may permit advance payments ` 
UAP up to, an agreed^3ercentage. If these are taken, then the 
(Cms. client will credit them to his factor's account, leaving the’ 
©” «balance to be accounted for either on ‘maturity’, or when, 

collected from customers: , Qe ri ul 


Scale òf chargés Wo ue dr iE 


1 


- There will normally be. two. forms: of dace made: "P 


Eds ya service charge and a financial charge. -> |! 
*. The service chargé will almost invariably be. expressed ^ 
as a percentage” of the gross value of debts-factored. This ; 
e Uu : charge: will be máce'as and'when invoices are.accepted, at- 
. the rate’ stipulated ; in the factoring agreement, but probably 
- within: a range of between 0°75 and 2 per cerit. Rates; 
d for éxports tend’ to be slightly higher : but ‘in -any event. 
E Ug en be based on the assessment. of the work load involved, 
; and thé bad debt 'risk.: 

E . If.a.company's Ed turnover is ‘close to the minimum 
zh la u a zhe -factor requires, a minimum annual: service fee- 
m might. be stipulated in order’ to minimize, losses to’ the 

‘factor should the client's projections: prove over-optimistic; 
| "for example, a service" charge. of 14 per.cent might be . 
E + quoted in thé éxpectation of sales of £150,000 per annum.’ 
> + 2 A minimum annual charge of £2,000 would mean that any 
E - mutual disappointment would be shared in practical. terms. 
Dem x - “The financial: charge, - ‘often called: a: discount charge, ' 
m =" “ig found where it has been. agreed that-advance’ payments ^ 
ND “ will be made. The agreement may state that up fo, say, 
uu 80 pet cent of the valie of factored debts maybe requisi- 
^ tioned immediately; by.the client. This will be charged ona. 


i 


— 


parable with that for:overdrafts. <i- 
At the end of each month a client "will: receive. foh his. 


4ment. T he credits will be principally: the. value: of 

i zo invoices factored, and there. may bé'sundiy.credits which ` 

0% will have been notified: during the month; The debits will. ` 

«be the factoring charges, the value. of credit notes issued, . 

T E cash discounts allowed, sundry. debts re-assigned because 

: i of disputes with customers, or bad debts at the client's risk. . 

` Where. currency ‘sales are involved, .most systems will 

* Allow" for, these to. De, accounted for: to_ the. oe an. 
~ Ee Wes jua oF. 
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_ Factoring export sales. E js 
"The statement that “Exporting - is faa’ das! bee with us 
° for many., years but is rot accepted unreservedly in all. 
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the tedious use. of Len m collections. MUERE 


e * similar basis to a: bank overdraft, at a rate = com=" 4 


y ; factor a statement oí his account, ‘similar to á bank state- ` 


need for élaborate reconciliations. , 
‘ PD : 3 : i * : = 
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iia of thé, business ‘community, "The' statement: ds: 
likely te be greeted. with especially: hollow laughter ‘in 
accounts departments responsible for i invoicing, ledgering, 
and collecting debts. from customets in ‘countries less 


familiar than the UK. E l it 5. 


Invoicing i in the customer’s own currency osi probably" 
lead -to Zewer complications in extracting payments, -es- 
| pecially if goods are priced 'franco-domicjle'. The supplier's : 
accountánt- will be concerned, however, at the dune 


.. will know the ‘maturity’ date for each-schédule of i invoices: tions.introduced into his. book-keeping: and atthe possibility . 


of losses caused by exchange fluctuations between the date. | 
-of delivery and the date of payment. +. i 3 


Both cf these problems. can be eliminated by: selling ` 


export debts to a factor who Will buy them for. sterling at:. 


the. rate ruling. oh the day he accepts thiem.- T'his.means ` 


, that all the client' s accounting is done.in sterling, regardless `. 
of the cu-rency of invoice, and the: sterling value is fixed . 
immediately, whilst leaving: all customer accounting | in the. 


' curtency of invoice. 


La 


“Whether sterling or' ‘currency is the right de for. 


~ billing a particular custómer, thére are some “countries . 
where:a collection is notoriously difficult, . especially, from ' 
a distance. The factor will operate through a network of one 
- form or another and his local ‘arms’ will know both, how. 


to elicit payment from the.customer and how to repatriate l 


funds in the face of Yetying local regulations for paye 
for imports. à 

In’ addition to the. accounting and intra H 
an exporter can derive other benefits: from. factoring. He 
should benefit from quicker settlement from his; cus-. 
"tomers, apart from the facility of taking advance payments. . 
A ‘good relationship between a local agent and the factor's 
local office can speed’ up ‘credit decisions. and relieve the © 
t of collection problems ^; | ^ iod 

‘It frequently happens that. the local. factor will Assist 
in” choosing -an agent should, the exporter. require. it. 
> Furthermore; 'open-accoünt' trading: is greatly: fóstered 


— 


through: factoring, thus relieving’ both, seller and buyer of: 


1 - 


ict +. 4 
- * * 
* « day 
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“Accountants and. factors” NEN Er 


Factoring could bring the following ehe: to >the financial. 


` management of a client company : 


(3) Elimination of time-consuming customer accounting. | 
: (2) Remoyal of the risk of bad: debts; No x 2 


43) Improved debt turn and, „guaranteed cash flow, releasing ; 
working capital for more Profitable use’; ER 


4 - 


t 


y 


- (4 Provision of finance for expansion: based. ori growing dales; | 


and . hr 


t f 


8 Simplif catión of accounting fo currency, sales; and ` 


: certainty of. exchange rates. 


- The auditor of a company, using a elor will need to! 
spend ‘much .less time. on’ checking and- verification. of - 


customers’ accounts. He will have no need to ponder for - 


. long over bad debt provisions. . PES: 
The-accovhtant of a company burns Bon a supplier” 


: Dot debts are factored may well find that. his i ingenious” 


‘excuses for delaying payment. are. miet” with polite but. 
. firm pressure; but he should álso find that: he is getting 
"prompt and accurate statements. which: do, NEN Ws me 
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Fight 
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- The Secretary, I.C.R.F. (Dept 163) 


with a. 


‘leukaemia. 
Now one of the world's great 


-* relies entirely on public sup- ' 


London WC2A 3PX. 
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` When testators ask your advice, biais remind them 
of the urgent work of the Imperial Cancer. Research 


Fund. In the Fund's up-to-date, laboratories trained - 


minds are using every weapon. 
of modern science to fight all 
forms of- cancer, including 


Patron: 


President: 
. The Honourable 
Angus Ogilvy ' 


research centres, the I.C.R.F.. 
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port. The cancer problem must ; 
be solved. Please helpi now. ' 
Please write for further information to: 


VS 


PO Box 123, Lincoln's Inn Fields, 
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IMPERIAL CANCER § Xu 
RESEARCH FUND 


RANKING, SPICER and PEGLER'S 


. EXECUTORSHIP. LAW 
and ACCOUNTS - 


] Sy Twenty-first Edition í 
, - by K.S, CARMICHAEL, F.C.A,, FIL 


t 


This edition has been completely E with, new 
chapters on Quick Succession Relief, Gifts inter vivos, 
Estate Duty on shares in controlled companies and 
Capital’ Gains tax on’ death. Also included in. this 
-revised impression are the’ provisions of the. Finance 
Acts 1971 and 1972. ^% < 


` Price £3 25 


"Post fred £330 . 


A SUPPLEMENT is available —— dealing with 
the changes made by the Finance “Act 1972. - 


Price. oo Post dis Hp 


- 


“HFL L (Publishers) Ltd 


- 9 Bow Street, London WC2E TAL. 
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- in every 
< country | 
you sell to? ) 
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- And have all your export invoices paid : » E A 
onan agreed date with no bad debts.. i 


Open account invoicing. with "no cur- 
Tency worries or language problems. 


INTERNATIONAL FACTORS — world 
. leaders in factoring at home and abroad can. 
^ do just this: tor you. P t | AP 


* 
zat 


a “Our overseas associates become your 
„accounts department:in each of yourexport | 
markets — which means you can reduce a |> 
large export ledger to one single customer | 

— INTERNATIONAL FACTORS— . ? 


, 


perhaps the most profitable customer you ' T 
could ever have. y | NINE 


For simple: exporting — -simply contact 


"Mr. W: A. Daley 


Wa International Factors Tra d se 


' Circus House, New England Road,” 
Brighton BN1 4GX, ENGLAND , 

' Telephone: Brighton (0273) 66700 
Fax: 87382 


WORLD. LEADERS IN 
FACTORING l 
0 Z + DOMESTIC & EXPORT + * 


a f A 
j E 





+ 


aa 


IV 


F. 


-- 


_oined forces with the sterling section of 
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Suddenly,anold nameisanewname 


The old name: Long, Till and Colvin, 
leading money brokers. The reason: they've 


auy Butler and Co. Ltd., a member of the 
same financial group, in order to provide an 
even more comprehensive and streamlined 
service for people who want to use the 
money market. ` 

The new name: Butler Tili Ltd. 

This Company is in the closest 
possible touch with all areas of the money EA 
market — short and long term deposits with ;; A 
local authorities and banks, the purchase 
end sale of sterling certificates of deposit, 


end deposits wi:h finance houses and 
leading companies. 
Their dealirg rooms in London, 


' Manchester and Edinburgh provide direct 


and immediate market information and. 
ooportunities for competitive dealing. 


- And these are good reasons for calling =1 4 


them. 


Even if it takes you a little time to get 


'used to calling them something different. 


Butler Till Lid. 


Money Brokers 


54 King Street, London EC2V 8ER Tel: 01-606 4080 Manchester: 061-228 3521 Edinburgh: 031-225 6167 
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- WILLSON & MAINPRICE ON. 
VALUE ADDED TAX 


By DJ WILLSON - HH MAINPRICE and EL GOMECHE 
Presented in 2 Volumes. £12.50 


mm 


comprehensive work vet offered to the public 
on VAT in all its asoects as applied in the 
"United Kingdom aad in the European 
Community. 

‘Douglas Willson, until 1971 the Solicitor 
for Customs & Excise in charge of the legal 
work culminating in the drafting of the 
material parts of the Finance Act 1972. 

Hugh Mainprice, a member of the Bar and 
previo.sly Senior Legal Assistant in the 
Customs & Excise, worked: upon the 
Finance Bill and is the author of a number of 
successful VAT publications. 


These two volumes comprise the most 


Strength is added to the production by the 
work of Eugene Gomeche, an Accountant 
and Taxation Advisor to the C.B.I. 

A total within two volumes, of over 760 
pages, fully referenced, indexed and contain- 
ing all the statutory instruments fully anno- 
tated, stating the Law as at Ist April, 1973. 

The complete work on the subject of VAT. 


Send all orders with cheques payable to: 
VAT Planning & Publications Limited, 
Crusader House, 14 Pall Mall, London, 
S.W.1. Room G.7. 
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gr Debt and Distributable 


Profits. 


by P. R. A. je M.Sc., F.C.C.A., A.C.S. 


1 
us 


Ts ASSC exposure draft on. ‘Accouiting for ora 
in the purchasing power -of money’ (ED8, The Ac- 
countant, January 18th) appears so far to have produced 
very little of the discussion andidebate that was expected 
at the time the document was issued. 1t is difficult to dis- 
` cover. reasons for this apparent lack of response, although 
in this particular case individuals and organizations have 
_ been allowed a period of six months,in order to make 
appropriate comments, i.e. until July 31st. A 

‘Tn some areas it would appear that there is a feeling of 
apathy and indifference, especially amongst those practising 
and industrial accountants who are not concerned with the 
affairs of quoted companies. 1t should be appreciated, 
however, that those unquoted companies which are 
subsidiaries of quoted companies will almost certainly 
. have to prepare inflation-adjusted accounting statements 
for consolidation purposes if the exposure draft is approved 
— in which event those accountants who are unfamiliar 
with the procedures involved will almost certainly find 
themselves at a disadvantage as far as clients and a are 
concerned... | - . 

In other cases it would seem srotisble that there is à 
lack of appreciation of' what inflation-adjusted accounting 
statéments will involve, as very little information has been 
made available so' far regarding the precise calculations 
involved in the adjustment procedures. Those accountants 
who attended the English Institute's ‘first “Accounting for 
inflation’ course in November last year probably. came 
away from the two-day course with-an adequate knowledge. 
of procedures, although there was very’ little opportunity 


for debating some of the more controversial issues involved. . 


This article is . primarily concerned with one of the 
more debatable recommendations in the exposure draft, 
Le. the treatment of purchasing power gains relating to 
long-term loans. and debentures. It is not suggested that - 
this is the only debatable matter in the exposure draft. 
There are many areas where discussion and debate would 
be particularly useful, such as the ‘choicé of a suitable 
price index, or the significance of fixed asset ‘figures . 
adjusted with a general price index; but it is suggested 
that the potential effect of long-term. monetary gains on 
distributable profit makes this an’ extremely important 
discussion area, deserving far more attention than the 
very short period that was allotted to this subject at the 
recent Institute conference. 
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Most publications on inflation accounting sagged that 
balance sheet items should be divided into monetary and 
non-monetary classifications. ED8 defines monetary items . 


as' “those whose amounts are fixed, by contract or other- '. 


wise, in terms of numbers of £s, regardless. of changes i in 
general price levels’. Examples quoted include cash, | 
debtors, creditors and loan Capitan, | 


Monetary liabilities 


The exposure draft does not make ‘any distinction. 
between short-term, and long-term monetary liabilities, 
although it does point out that purchasing power gains on 
monetary liabilities may be accompanied by ‘a dangerously : 
illiquid situation, or by excessively high gearing, and for 
this reason any such gain should be shown ‘as a separate 
figure’. It would appear, however, that this comment 
relates to monetary liabilities as a whole, ‘and it is not 
being suggested that gains relating to long-term liabilities - 


should be recorded separately. The example provided i In y: 
the appendix shows one figure for the ‘net gain in purchas- - 


Ing power resulting from the effects of inflation on the 


company's net monetary liabilities’ although a separate, « 


note 1s provided indicating the effect of long-term loan 
capital on this figure. x 

When a problem of this nature is discussed. most 
accountants would prefer to have in front'of them a specific ` 
example. The exposure draft provides. an example of a 
company that possessed loan capital at the beginning of-a ' 
financial year of £200,000. During the financial year there. : 
was general inflation of 8 per cent; and as a result £216,000. 
would be required at the end of the year to-produce general ^ 


purchasing power equivalent to the £200,000-at the ` 


beginning of thé financial year. It is then suggested that. 
the monetary gain of £16,000, which has arisen from the 
fact that the amount eventually - repaid will have less. 
purchasing power than the amount originally borrowed, . 
should be included in the overall loss or gain on all mone- : 
tary items, which is taken into account in arriving at thé 
adjusted net profit before taxation. 

This viewpoint is, to say the very least, debatable. 
There have been at least four viewpoints put forward In the , 
literature on this subject regarding this type of situation: 

(1) The purchasing power gain relating to loan capital should | 

be dealt with in exactly the same way as gains which 
arise from the existence of short-term monetary liabilities, , 
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“.as there is no really acceptable borderline between Sa: 
^ term and long-term monetary liabilities. Supporters of 
this approach would generally regard long-term monetary 
gains as distributable profits, although in some cases the 


, losses relating to short-term monetary: assets would 


create an overall loss rather than a profit. 

:' (2) The gain is not realized and available for distribution 
until the assets purchased with the loan capital have 
been sold or' consumed by the busiriess organization. 


.'. The gain would therefore be deducted from the fixed 


assets purckased with the funds raised, or transferred 
-. to a reserve account from which appropriate amounts 
might be transferred to the profit statement as and when 
asset realizations. take place.  . 
i 3) The gain is not realized and available for distribution 


until the suppliers of the loan capital are repaid. In the. 


ĉase of loan stock without a set redémption date, this 
" might be so far into the future that it would seem desir- 
able for all appropriate purchasing power gains to be 
transferred direct to a non-distributable reserve account. 
(4) The gain is not.a company matter, but is a personal profit 
made by the ordinary shareholders at the expense of the 


* 


; suppliers of loan capital. No entries would oO be 


. — made in the books of tlie company. 
Attitudes on this subject appear to have T in tlie 


- publications that have been produced by the English 
‘Institute and the ASSC. In the former's 1968 research 


publication "Accounting for Stewardship in, a- Period of 


` Inflation’ (The Accountant, . September 14th, 1968), the 


gains involved. were shown. as: a deduction from loan 


“interest, presumably based on the suggestion that interest 


rates are much. higher during “conditions of inflation. 


This viewpoint: would obviously have a considerable . 


degree-of'support, although it must be remembered that 


.loan capital may have been obtained many years ago when 


rates of interest were very much lower than they are today. 
This approach will still mean that long-term monetary 


- gains will be included in distributable profits, although 


the placing within the profit statement is rather different 
from the current ASSC exposure draft. | : | 


Differing approaches 


. A rather different approach was adopted . in: “the 1971 


- 


“ASSC discussion Cocument ‘Inflation and accounts’ (The 


Accountant, September: 2nd, 1971) which showed long- 
term monetary gains in an unrealized reserve forming 


part of the total equity interest. In the circumstances, 


therefore, it was surprising that the 1973 exposure draft 


regarded such gains as part 'óf the distributable profit 
. and no attempt was made. to provide an explanation re- ' 
` -garding the change : in approach between the 1971 and 1973 
publications. 
In the USA there Tavé been similar differences. of opinion: 


in official publications. The most recent pronouncement 


^on this subject has come from the Accounting Principles 
Board of the American Institute of Certified Public ‘Ac- | 


countants, which suggested in its 1969 publication 
"Punancial Statements Restated for General Price-Level 


' Changes’ (The Accountant, August 23rd, 1969) that all ^ 


long-term monetary gains should be included in current 


net profit if general ‘price-level information was con- 
‘sidered ‘desirable. 


One: member of the board did feel, 
however, that an' appropriate part of the gain. involved 


should ‘be deferred to, future periods as a reduction. in the 
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cost of ione enel. assets, since the long-term: Habiles 
involved represent a source of funds for the financing of 
these assets The major difficulty, if this approach is 


& 


t 


adopted, would appear to be that of deciding which long- 
term assets were purchased with the funds raised, especially. 


when several sources of funds became available at the same 
time. | . 
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Steanalywerded: view | 


One of the few USA: orgánizations to put inflation ac- 
counting into practice is the Indiana Telephone Cor- 
poration. Their approach would appear to be very similar 
to that suggested by the ASSC, apart from one highly 
significant exception, as is shown. by = extract. fromr the 
1971 anrual report: `, s S 
‘Notaing happens.to debt until it’ ceases;to exist. It is 
neither necessary nor meaningful to attempt annually to‘ 


. - reflect the effects of ‘changes in purchasing power on the 


bonds and preferred.’ stock, This is where. we part with ' 
Accounting Principles Board Statement No. 3 which states 
that an estimate should be made in the financidl statements 
of what is happening to the debt during its lifetime, Ac- 
' countinz that gets away from current facts and gets into future * 
l speculation i is not meaningful. It is not a report of the facts. - 
“Boncs, i.e. debt, continue until the debt is retired, paid 
off.and ceases to exist. Then and only then will we’ know 
` what'ths result is in terms of purchasing power -gained or 
lost. In the meantime, even if we change creditors, so long. 
‘as we owe the same amount of dollars, from the Corpora- 
tion's point of view nothing has changed in the way. of a 
monetary obligation and the risk is still there.’ 


This strongly-worded viewpoint from an organization’ 
that has “sed inflation accounting. techniques for many 
years should be very seriously ‘considered, as the in- 
creasing amount of loan capital that many. companies have 
raised since the introduction .of corporation tax means 
that some companies will have extremely large purchasing: 
power gains on this type of capital. > ' ; 

One other viewpoint that should be mentioned relates 
to the suggestion that long-term monetary gains are 
personal gains of the ordinary shareholders rather than 
company orofits. This viewpoint has been put forward: 
very effectively by R..S. Gynther in Accounting for Price- 
Level Changes: Theory and Procedures (Pergamon Press 
Ltd). In this book, several examples are ‘provided to show : 
how damaging the inclusion of long-term monetary gains in 
distributable profits would be to the firm's financial structure. , 

. Thus, fcr instance, a company buys land for £200, 000. | 
(rented out at £20,000 per annum) with the aid of share- 
holders’ funds of fj100,000 and 5 per cent debentures of 
£100,000. Profit for the first year of trading is £15,000 
(£20,000 rents, less £5,000 interest) which.is matched 
by the amount of cash available. If a ‘purchasing power 
gain on debentures of £7,500 is takén into account, as- 
suming inflation of 74 per cent during the year, some of the. 
land would have to be sold if shareholders were to be paid 


the whole of the distributable profits." The author of this 


book eventually comes to the conclusion that ‘it is illogical 
to calculate profits on long-term liabilities of any kind’, 
as such funds “are permanent capital in the same way as 
ordinary share capital. 

' Itwill be seen, therefore, that there are some very great 
differences of opinion regarding the treatment of purchasing , 
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power gains relating to long-term loan capital, and it does 
. seen unfortunate that the ASSC has not examined this 
subject in more detail, especially when the approach on 
this matter appears to have changed between the date 
of the discussion document in 1971 and the exposúre 
draft in 1973. It is not suggested that there is an easy 
solution to this problem, but it should not be swept under 
the carpet to avoid discussion and debate. 


At the present moment it seems probable that most 
directors of. quoted companies would prefer to include 
long-term monetary gains in distributable profits, as the 
gap between reported and adjusted profits would then 
5e very much smaller in the vast majority of cases, and 
some companies might even show inflation-adjusted profits 
in excess of reported profit., 

The very interesting: recent survey by Cutler and 
Westwick (Accountancy, March 1973) suggested that 104 
out of 137 leading public companies would show lower 
inflation-adjusted earnings than reported earnings. The 
remaining 33 companies would show higher inflation- 
adjusted earnings, primarily because of purchasing power 
gains relating to large amounts of loan capital. Obviously 
there would be virtually no increases in' adjusted profits 
if long-term monetary gains were regarded as non-dis- 
tributable profits. — . 

The ASSC publications on this subject appear to avoid 
the question as to whether preference share capital should 
be treated in the same way as loan capital. Preference 
‘shares are admittedly declining in importance, but a 
very significant number are still in circulation and, as they 
are normally repaid at a set amount, it does seem logical 
that they should be dealt with in the same way as loan 
capital. (Participating preference shares might create 
some problems, but they are not very common in the UK.) 


Clarification is therefore needed in this area and, if pur- 


chasing power gains relating -to preference Shares are to 

be regarded as distributable profits, there will be similar 

problems to those relating to loan capital. ! 
Convertible loan stock poses even more problems; once 
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again, no suggestions have-been put forward. by the 
ASSC as to the procedures that should be adopted. It 1s 
never certain that convertible loan stock will be converted 
into ordinary shares, even if the terms are extremely 
attractive. It therefore seems advisable that such securities 
should be dealt with in: their state at the balance sheet 
date, although this policy could be criticized if the market 
price of the stock — because of rapid increases: in the 
value of the associated ordinary shares — is well above the. 
nominal value. This problem area also seems to emphasize _ 
the dangers of distributing long-term monetary gains, as” 
it might: -well be suggested that past purchasing power 
gains should be cancelled if the loan stock was converted 
into ordinary shares. 


Distributable earnings 


At the present moment it séems. to be accepted that state- 
ments of the ASSC should not be incorporated into com- 
pany law, at least for the time being. It does seem probable, 
however, that adoption of the current exposure draft on 
inflation accounting could lead to some very awkward, 


legal questions regarding the precise limit of distributable . * 


earnings; which makés it extremely important that the 
ASSC shóuld consider this matter extremely carefully 
before proceeding to issue a final statement on this subject. 


In conclusion, it must be stressed that this article is not `’ 


a criticism of the whole exposure draft. The ASSC docu- 
ment is welcomed as a most important step forward: in 
accounting practice, but there are some aspects of the 
exposure draft which require far more discussion and 
debate. One of these areas has been examined in detai 
in this article. 

‘It is hoped that the points put forward will cala 
discussion on this matter. Admittedly an urgent solution 
is required to the current problems of accounting for 
inflation, but a hurried decision could well be regretted 
if it produces the very dangerous assertion that purchasing 
power gains relating to loan capital should in all circum- 
stances be regarded as distributable profits. 


Easter in Europe 


by a member of The Accountants' Christian Fellowship: , 


fe 


^ 


qu theme of renewal which underlies Easter seems particularly apposite in a year which has seen” 
Britain creating new ties with Europe, and reviving old and deep memories of a pan-European culture. 
Basic to that European culture is its Christian heritage; dark and bloody though its history has often been, 
yet it is impossible to enter any city or village of our continent without meeting some solid reminder of the 
abiding faith that undergirded its past. Sometimes, today, we are weary of the burden of that history. Must 


we lose also its foundation of faith? 


As though to answer our question, the message of Easter takes us back beyond that history itself to a yet 
more radical renewal; back to the stark simplicity of. Pace and death — but also of redemption, 


resurrection and hope 1 in Christ. 


"T ^ $^  EFRC. 
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by. oo Insurance Correspondent 


ur 


| BVIOUSLY, a of a best ways for an individual to - 


tackle the question of estate duty is to make gifts during 


his lifetime — because gifts made inter vivos, without any - 


reservation of benefit to the donor and made more than 
en years before his death; are not chargeable with estate 
uty. | 

In the case of gifts ids during the seven years im- 
médiately préceding death, the full value at the date of 
death 'is.dutiable for gifts made i in the first, second, third 
or fourth year before death. A reduction of 1 5 per cent in 
the value of the gift is allowed if it was made in the fifth 
year before death, and 3o per cent or 60 per cent if the gift 


was made in.the. sixth or seventh year, respectively, before 
. death. 


Generally, the best.way of building up a fund which will | 


* be'available to meet the duty which will still have to be 
paid i is by means of life assurance. 


|. Proportionate rights 


"If a: policy is- efected under the Married Women’s 
Property Act 1882 for the benefit of the spouse and/or 
children of the life assured, each premium paid by the life 
assured is treated as a gift to the beneficiaries of rights 
under the policy. Ir: this context, each premium which has 
- been paid is considered to have secured a proportionate 
part of the benefits being paid at death by the insurance 
office. This is the gift of rights, and, clearly, it is only the 
. gifts made during the seven years prior to death which are 
added in to the estate for duty purposes. Even then, the 
usual reductions are allowed in connection with the gifts 
. made in the fifth, sixth and seventh years before death. As 
. a result; the proportion of the policy monies payable on the 
death of the life assured which will be liable for estate 
duty reduces substaatially the longer the policy is in force. 

In many cases, however, there are good prospects that 
“complete exemption will be allowed. To achieve-this, the 
gifts must qualify as ‘normal expenditure’. 
. three requirements must be satisfied, whether a policy. was 
arranged under the Married Women's Property Act 1882, 
~ or effected by a separate declaration of trust for the benefit of 
grandchildren and otaer beneficiariesnot covered by that Act. 

In the first place, the gift must form part of the de- 
ceased's normal expenditure; in other words, he must have 
been in the habit of making gifts of a comparable nature. 
. Clearly, the regular payment of premiums under a life 
policy is habitual; és a result, the Inland Revenue have 
indicated that, if a policy providing for payment of pre- 
- miums over a period has been effected for a donee and the 


. - "life assured dies after payment of only one premium, this 


requirement will be regarded as satisfied. Generally, with 
other kinds of gift, at least three such gifts will have to 
have been made so zs to establish ‘normality’. 

'The second requirement is that the gift must have been 
made out of the deceased's income — generally, income 
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Life Assurance and Estate Duty | 


determined .on accountancy principles after tax, and not 
income as ascertained for income tax assessment. As a 
result, the whole of a purchased life annuity (i.e., the capital 
element as well as the i income element) i is treated as income 
in this connection. 

The third requirement is that, after allowing for all gifts 
forming part of his normal expenditure, the deceased must 
have been left with sufficient income to maintain his usual 
standard of living. Clearly, this is difficult to. qualify. 
Nevertheless, a simple test is to question whether the 
amount of the premium could otherwise have been saved. 
If the answer is in the affirmative, almost certainly the 
requirement will have been satisfied. 


Broad axemptiod wow : 


Fortunately, the Inland Revenue have indicated that cas 
for this exemption will be considered.on very broad lines — 
such as whether there were any indications that the 
deceased had been living beyond his income, whether 
the premium appeared to be reasonable in relation to the: 
income, and so on. It is understood that only in borderline : 


. cases vill a more detailed examination of the circumstances 


be necessary. 

If a wife has income.of her own which is not dd to 
maintain the family's standard of living,.the whole of her 
income can be used by her to pay premiums by way of 
gifts as normal expenditure. . 4, 

Yf a policy 1s arranged comparatively late in life, for a 
fairly substantial sum, the premiums may not satisfy the . 
normal expenditure requirements. In this event, there 
will be some duty to pay in connection with the policy 
proceeds — unless no premiums have been paid (ie., no 


gifts made) during the sevén years preceding death. 


Normally, if level premiums are paid towards a whole-life 
policy, death during the eleventh year of the policy would 
give rise to a charge on 54 per cent of tbe policy moneys, 
réducing to 3977 per cent in the {sth year, and 29-75 per 
cent and 19:8 per cent in the event of death in the 20th 
or 30th years | respectively. 

Clearly, it will be helpful if a waliey is taken where 
premiums are payable for a comparatively short period. One 
particular policy which has an advantage in this connection 
is the old established ‘reduction of premium’ policy of the 
London Life Association. This-is a profit-sharing contract, 
where profits start to be distributed in the ninth year in 
the form of cash allocations calculated as a percentage of 
the premium. It seems likely that the first allocation in the 
ninth year may amount to 82 per cent of the premium, 
with the allocation in the 1oth “year being 91 per cent, and 

no further premiums being payable thereafter. 

" These cash allocations belong to the beneficiaries. As a 
result, if the premiums are used by the beneficiaries or on 


} 


their behalf towards payment of the premium, only 18 per 


cent of the premium will have.to be paid by the life assured 


- 
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in the. ninth year, and only 9 per cent in the following year; 
and these small amounts payable in the ninth and tenth 
years, unless paid out of capital, almost certainly should 
qualify for exemption from estate duty.as ‘normal expen- 


diture’. In this way, therefore, effectively, no more than : 


eight annual premiums are paid by the life assured, with 
the policy qualifying for the statutory relief of tax in con- 
nection with the premiums if taken out either by the life 
assured or by his or her spouse. 

The practical effect of this is that, in. the event of the 


- ‘death of the life assured in the 11th year, the estate duty 


charge is likely to be on no more than 39:5 per cent of the 


policy moneys; instead of 54 per.cent. Should the life 


assured die in the 15th year of the policy, instead of a 
figure of 397 per cent, it is likely that the proceeds of a 
reduction of premium policy would be free from any estate 
duty liability. 

A further point in connection vid this particular policy 
is that it normally includes the option of leaving half of 
each premium unpaid in the first eight years, with the 
amounts unpaid, together with the interest thereon, being 


- afirst charge on the policy. As a result, it is possible to assess 


. the highest ¡premium likely. to be eligible as. “normal 


expenditure’ for a life assured, and a reduction of premium 
policy can then be arranged at double that premium. By 
taking advantage of the half-premium option, premium 
payments can be limited to half of each premium. 

On death, the monies payable under the policy will be 
the sum assured and the cash allocations which. have 
accumulated during the life assured’s life, less any half- 
premiums still unpaid and fractional interest to the date of 


‘death. Provided the requirements in connection with the 


normal expenditure exemption have been met, the net 
policy moneys.should be free of any estate duty liability. 


Insurable interest 

As mentioned at the outset, the donee of an outright gift 
will incur liability for estate duty on the gift if the donor 
should die within seven years of making the gift. The ‘duty 


will be calculated on the value of the property at the date of 
- death (which may be appreciably greater than the value at 


the time of making the gift),.subject to abatement if it was 
given in the fifth, sixth or seventh years before death. 

- When a donee receives a gift in these circumstances, he 
or she has an insurable interest in the life of the donor to the 
extent of the potential estate duty liability. Clearly, it can 


. be sensible to arrange and pay premiums on a séven-year 


temporary assurance on the life of the donor, for an amount 


which it is estimated will be sufficient to. pay the duty. 
Often, for a small additional premium, an option can be 
included in the policy against the contingency of the seven- 
year ‘waiting period’ being increased by legislation. 

An alternative arrangement, although more expensive, is 
for a whole-life policy to be taken out by the donee. This 


will provide a continuing asset for the donee if the donor: 


survives beyond the end of the ‘waiting period’, however 
long that may be. Whichever method is adopted, the policy 
moneys will not be liable to estate duty on the death of the 
donor. 

As mentioned earlier, the proceeds of an ‘immediate 
annuity count as income so far as payment of premiums 
towards a life policy is concerned. At.the older age levels, 
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it can be attractive for capital to be died: to purchase an - 


immediate annuity, and for this income to be used to. pay - 


premiums towards one or more life policies arranged under | 
the terms of the Married Women's Property Act or ona , 


trust basis. 

Normally, freedom from estate dit on the proceeds of 
the whole-life policy would be “achieved by qualifying for 
the “normal expenditure! exemption. Nevertheless, when 
considering the combination of the purchase of an annuity _ 
and arranging a trust policy, account: must be taken of | 
section 37 (2) of the Finance Act 1968. This provides that 
payment of such premiums shall not be regarded as part of 
the deceased's normal expenditure unless it can be shown 
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that the two contracts were not “associated operations” : _ 


within the meaning of section 59 of the Finance Act 1940. . 


The view taken by the Inland Revenue in this connection 
is that, if a person purchases. an annuity for his own 
benefit and pays preiniums under a trust policy which he’. 
has effected, the premiums will still qualify to exempt the 
policy moneys, provided that. the three requirements of the 
‘normal expenditure’ exemption are satisfied and subject to . 
two further conditions: first, the policy must have been 
issued after full evidence of health has been obtained; and - 
secondly, the terms on which the policy was issued must 
have been the same as those which would have applied | 
even if the annuity had not been bought. 

Generally, the best way of satisfying those conditions i is. 
for the life policy to be bought from one company, and the 
annuity from another. This should ensure that each con- 
tract is considered by the respective insurance office dicas = 
on its own merits. : 


.Life of smother 
An alternative combination of contracts can be for a hus-^ 


band to purchase an annuity for his own benefit, and for a 
“life of another” policy to be arranged on his life by his wife.” 
Normally, there is no estate duty liability on the death of 
the life assured under a ‘life of another’ policy, where the _ 


person who effected the policy has paid all the premiums ' 
from his or her own resources. In this case, however, the : 


combination with the annuity raises the possibility of 
another 'associated operation’. As a result, an estate duty ‘ 
charge could be imposed in respect of gifts made by the 
deceased of rights under the policy to the extent to which ` 
consideration for these rights was provided, by the. 
deceased. 

Here the view of the Inland Revenue is that the-purchase | 
of an annuity by the deceased on his life and the effecting 


of a policy by his wife or other relation on his life would bé . 


treated as a gift by associated: operation only in certain > 
circumstances; for instance, if the policy would not have 
been issued on the terms on which it was issued but for the 
purchase of an annuity. Equally, the procedure would be 
treated as a gift by associated operation if the.annuity was 
purchásed in the name of, or assigned to, a donee, and the 
premium for the policy could not have been paid but for the 
gift of the annuity. 

No problem should arise if the life assured receives the 
instalments of annuity and then makes cash gifts to his 
wife (or other beneficiary) who then: uses them to pay the. 


premiums. The cash gifts made in the seven years imi- , ` 


mediately preceding death would, of course, -be subject to 


” 
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' the gifts inter vivos legislation, but the policy. thoneys - 
would be free of any estate duty liability. 


Schcol ieis 


' Finally, the School Fees Insurance does has: a trustee 
‘scheme for the prepayment of school fees at a discount. 


" Bem policy ‘to provide specified fees from a pre- 


. determined date; the name of the, school does not. have . 
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In re Rosenthal 


__ (Before Mr Justice-PLowMaN) 


_ Estate duty — Specific cevise of house — Testamentary expenses me 


able ou‘ of residue — Whether estate duty a testamentary expense — 
Whether trustees entitled to relief Jor breach fa trust — Trustee 
- Act 1925, section 6I. | 


* The testator specifically devised a anda to his sister T gave 
. -his.res:duary estate to his wife on trust for sale, and directed 


his trustees to pay his debts, funeral and testámentary expenses.- 


The trustees transferred the house to the sister without making 

any provision for the payment of the estate duty thereon. The 

sister sold the housé and went. to live abroad. The trustees 

~failed to obtain from her the estate duty payable on the house — 
liability. 

The wife. issued an originating summons for a didas 
. that the trustees were not entitled to pay the estate duty on 
“the house out of the residue, and the trustees contended that 


UN 


they were entitled to pay this estate duty as a testamentary ^ 


expense,’ and therefore out of residue; and that they were 
entitled to relief, under section 61 of the Trustee Act 1925, 
for any breach of trust: 


| 


- Held: (1) the estate duty in respect, of the house was not à 


 testameatary expense, (2) that the transfer of the house to the 


sister. was not à breaca of trust if the trustees were prepared: - 


to: risk. = having personally to pay the estate duty and therefore 
-no question of relief under section 61 of the- Trustee Act 1925 
arose, (3) that the payment of the £270 gut of residue was a 


breach: of trust and the second trustee was ‘not entitled to. 


f 


relief under’ section. 61 because, although he acted honestly, 
. he had rot, as a professional. trustee, acted oy and ought 
- -not fairly to be excused.. 


s 


- 
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Turner V. Follett 
In the Court of Appéal — February ub 1973 


“(Before Lord Justice RUSSELL, Lord Justice BUCKLEY and 
Lord Justice ORR) 


" Capital gains tax — Gift of areis in company — Whether a disposal 
ES E. of, assets — Whether liable to tax — Finance Act 1965, section 19. 


- 


In July 1969, the - taxpayer gave 100 ordinary = im the 
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: The. procedure is for the trustees to purchase an 





‘Inthe High Court of Justice (Chancery Division) June sth, 1972 


" about £1,500-- and they paid out of residue £270 nae this. 
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. to’ be givea until a month T the first fees are dues 
One of the advantages of this arrangement is that, 
àccording to.the present practice of the Estate Duty Office, 
thé capital. sum can be free from estate duty fróm the. 

. moment it is paid over, irrespective of when death occurs. : 
The only stipulation is that the settlor must forego the 
option to recover his payment at will. This is not as far-- 
reaching as it sounds, because a refund. will be made if the’ 
child should die, or not go to a fee-paying school.. E 


* 
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Hudson's Bay Co to.each of his three children. At the date of. 
- the gift these shares were worth £7 a share; but on April or 
1965, they were worth about £4 12s 6d a share. 
The: taxpayer was assessed to capital gains tax in NE of 
this gift in the sum of £712, The taxpayer,contended thata gift 
was not subject to capital gains ‘tax and that i in any event he had 


|. made a loss arid not a gain. It was contended for the Revenue 


that the phrase ‘the disposal of assets’ in section 19 of. the 
Finance Act of 1965 includes a gift; and that there had been a 
gain of £712 by reference to the market value at April 6th, 1965. 
. The Generai Commissioners decided in favour of the Revenue. . 

Held (affizming the judgment of Mr Justice sa the : 
"General Commissioners" decision : was correct. 


-- 
~ 
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Lyndale Fashion Manufacturers V. 'Rich 
In the Court of Appeal — November oth, 1972 


(Before Lord Justice. DAVIES, Lord Justice STAMP and. Lord 
Justice ORR) | 


Damages — T. axation demen — Wrongful termination -— employ- 
ment contract — Loss of Earnings — Loss of commission — one of. 
calculation of tax element. 


The: plaintiffs sued the defendant for the balance of a loan ad 
overpaid commission. The defendant was employed by the . . 
plaintiffs : as z travelling salesman remunerated on commission, 
and’ he was taxable under Schedule D. In September 1967 he 
was ‘dismissed, He successfully counter-claimed for damages 
for wrongful termination of his contract of employment witliout 
reasonable notice. In the County Court he was awarded £495 
damages less tax to be agreed'or determined. His -total earned - 
income for the year in question, 1967-68, ‘without taking the 
damages into account, was £1,343, which was madeiup of £873 : 
commission received from his employers before his dismissal, 
_and £470 commission from other employment afterwards. . 

It was agreed that the decision in British Transport Commis- 
sion v. Gouney applied, but there was no agreement as. to 
the correct method of calculating the’ amount of tax' to be 
deducted in compüting thé amount of damages. It was decided 
in the County Court that the' correct amount -of tax to “be., 
deducted was the amount proportionate as between the damages: 
and ‘the’ total income for the year of assessment in question, 

' 1968-69, namely, £42-97; and that this sum should be EEUU. 
from the award. E 

Held: (1) in applying the Gourley decor the additione : 
to the plaintiff" s income of the amount of damages .must.be ' 
treated as the top part of an assumed total income made up of . 
the income earned and the amount of the damages, thus at-, 
tracting the Higher, rate of tax; (2) any expenses incurred int 
earning the assumed additional income should be attributed. 
` wholly to that income; but the proportion of thé total earned. : 

. income relief, which was exclusively referrable to the assumed 
income, should be set against the £495 damages and not against ` 
the total income of the year; and.that subject to that reduction 
the plaintiffs’ computation bovine. a deduction of £137 3o, 
less about £2c, was correct.’ 
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Artagen's Accounting Principles 


LEARLY the directors of Artagen Properties, headed by 

Mr David E. Webb, F.c.a., are concerned to have the com- 
pany's accounting principles fully appreciated. In addition to 
the detail on accounting policies provided in the first note to the 
accounts, the directors! report provides further information 
under the heading ‘Accounting Principles’. 

It is stated that 'In view of the current discussions taking 
place on accounting principles, the directors wish to place on 
record their continued acceptance of the following principles in 
the preparation of the accounts: z 


(A) Group Income ` ; 


The profits stated in the Consolidated Revenue Account are 
derived only from tlie income from investments. Profits (or 
losses) resulting from sales of assets are extraneous to the 
principal activity of the Group, which is property investment, 
and are taken to Capital Reserves. 


(B) Holding Costs 


The amount transferred to overseas developments is generally 

representative of holding costs in the countries concerned 
and in 1972 amounted to £325,000 (1971 £209,000), as shown in 
the Consolidated Revenue Account. The treatment of the tax 
relief amounting to {10,000 (1971, £38,000) on these holding 
costs is in accordance with the accounting practices adopted 
by the countries in which the developments are located and 
this sum has been credited to the Consolidated Revenue 
Account. In the United Kingdom holding costs are charged 
against revenue and are zllowable for tax relief. The resulting 
loss of income is compensated for by the transfer of an 
equivalent amount net of tax from Capital Reserves to the 
revenue available for distribution. 


(C) Amortization and Depreciation 


No provision is made for the depreciation of freehold and 
leasehold properties or for amortization of leases with more than 
50 years unexpired, other than factory premises and certain 
limited. life components in Australian properties which are 
depreciated on a straight-line basis. 


x 


Overseas — 


. Mr Webb does not include a statement with the accounts but 


the directors’ report opens with the information that ‘remarks 
which he makes at the annual general meeting will be circulated 
to shareholders'. Ahead of the announcement of Government 
restrictions and controls on property operations, Mr Webb was 
probably wise to keep comment for the meeting at which, in the 
light of government measures, particular émphasis would 
logically be put on the strength of the company's overseas 
operations. | 
Australia, Northern Europe and Canada are Artagen develop- 


ment areas. Last year, in Melbourne, a 77,000 sq. ft office + 


building completed in March was let by the year end 'despite 


difficult market conditions', and in the same city work began 


last October on a 265,000 sq. ft office development due. for 


completion in late 1974 and estimated to cost over £6 million.. 
It is interesting to note that expenditure made, committed and - 


authorized in Australia during 1972 totalled £6,280,000, 
whereas the corresponding United Kingdom figure was 
45,270,000. The UK figure was also below the £5,388,000 of 
expenditure made, committed and authorized in Northern 
Europe. The European expenditure is on office developments in 
Brussels and Paris. Investigation of opportunities continues in 


‘ Belgium, France and also in Holland. 


ACCOUNTANT 


Pd 


New development 

Canada, not surprisingly in-view of the peculiar lack of success 
attending so many British investment efforts there, has not 
proved worth while. Market conditions in recent years, the 
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directors state, have not provided opportunity for growth of the ' 


existing investments nor encouragement to embark on further 


developments; Artagen have, therefore, disposed of their 50. 


per cent interests in two associated companies. ` 
Althoügh the emphasis on new development is overseas, the 
emphasis in properties owned is inevitably in the UK. The 


portfolio is mixed, with shops, showrooms etc., mainly in central 
London and in Greater London, and office buildings also in that - 


area. Industrial premises are held in the provinces and Scotland, 


' and in the residential sector the company owns 187 houses in 


Pinner, 104 flats in London and another 117 in Birmingham. 
New investment in the UK is largely industrial and com- 
mercial. Last year 26 factories and warehouses under construc- 
tion at the end of 1971 were completed and fully let at an 
expenditure of £1,267,931, and a further 14 acquired at a cost 
of £1,018,041. A 64,000 sq. ‘ft office building is due for com- 
pletion next June in Wolverhampton and last January the 


company contracted to purchase an office development site in: 


Cheltenham. 


Property values | 

In the board's opinion the end-1972 market value of the 
properties in the consolidated balance sheet was £43:19 million, 
representing a surplus of some £18-24 million over book values. 
'The directors! report points out that thé valuation reflects 
market value at that time and does not take into account the 
possible effects on investment rates of the provisions of the 
Counter Inflation Bill controlling commercial rents, depending 
on the nature and length of the period of control. Based on the 
directors? valuation of properties, the net asset value per share 
was 159p — an increase of 4op on the 1971 figure. 

A substantial shareholder in Artagen is Sun Life Assurance 
Society. Last March shareholders approved an agreement under 
which Sun Life will make available up to £40 million on mortgage 
over the eight years 1973-1980. Under the agreement 7,019,044 
ordinary shares were issued to Sun Life at 130p a share. 

The £9:12 million paid for the shares ‘shculd produce an 
immediate and substantial increase in income and will be used 
to expand the company's property investment programme in the 
UK and its development programme overseas'. At March 13th, 
Sun Life held in all 7,224,044 shares — equivalent to 25°73 per 
cent of the issue equity. | 





Audit Report Comparisons 


"TWO company reports were deposited on. this column's 
. Í desk recently to the accompaniment of a voice that said 
'Shouldn't they both do this?' 

‘This’ was the report of Thornton Baker $ Co and J. Sloan 
& Co as joint auditors of Tavener Rutledge in which it is stated 
'the accounts incorporate figures drawn from the accounts of 
a subsidiary company which were examined by other auditors 
whose report was made available to us. The figures referred 
to represent 7'5 per cent of the consolidated net income and 
6 per cent of the consolidated total assets. Our report in so far 
as it relates to the amounts included for this subsidiary is based 


^ 
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The voice wás making unfair comparison with the report of considered to provide à better method ‘than full consolidation 
^" Edward Moore & Sons to the members of Lamson Industries of representing TI’s aluminium. interests, "The full Bone. 
` which merely states: “The accoutits of some of the’subsidiaries - Aluminium accounts are incorporated into the TI report ps 
| have been audited. by: other firms.’ Lamson have'26 UK sub- . * P "DE E ÓN 
a eu sidiaries, another 20 in Continental Europe, 8 in: Africa, 15 in: um u^ — Meo em i 2. 

Australia, and New Zealand, and others in Canada, Peace  Non-mobility EN 


“and the Irish Republic. - - "' FZCONOMÍSTS talk glibly of the need fo: mobility « of labour, 

- Tavener: Rutledge has two subsidies € one. of which = not ” but too often do so without appreciating that they aré talking 

: . tfaded for some yea-s. That subsidiary's balance sheet is sim- about peop:e. Voluntarily moving house i is one thing ~ ‘being 

> plicity itself, ‘Asset: Loan to: Tavener Rutledge . 496,73 3 moved is very much another. . 

75 Liabilities:. Issued share capital £40,100, Reserves £56,633. ` Jn May. “ast year Masson Scott Misal ho design and 

5 The joint auditors were not exactly. hard pressed, to Ls the build. speciclized machinery for packaging, printing and paper: 
Pus idee: the o-her, one. poe ae .. `> and board, converting; decided to ‘concentrate manufacturing 

: e E Nd Ct Operations at Bristol and close down in: London. Transfer of 
P ; |" — operations from the London factories took^place between June 
Sharpe on | Margins o and November last year and the'works closed early in December 

HE home of W. Ni: Sharpe, the “Classic” greetings card’. and the land and buildings sold for £975,000. `, : 

company, is Bingley Road, Bradford, and there-is some `A large majority of. London-based employees were sed 4s | 

m "Yorkshire plain. speaking in the chairman’ s comments on. transfer to the enlarged. and :modernized Bristol factories. The : 
"=" profits. Always’, highly sensitive to fluctuations ‘in turnover, : directors rezord:in Masson Scott "T'hrissell's 1972 report and - 
i Sharpe’ 'S profits last year came out at £791, 86r. against ‘the accounts, hawever, that ‘despite the encouragement given, some . 
PE year's: £539,598. . 450 employees left the. company, the majority seeking new 
: Of the current yezr, Mr N..H. Sharpe, the chairman, says.” employment in the London’area.: The report, after expressing, 
“some reduction in the parent company's profit margins must. regret at the loss of such 'skillS-and experience, adds; that 
me accepted as part 5f our contribution to the Government's . .‘recruitment and training. programmes for new staff required at. 

ki i : RE to control inflation". But he considers ‘it is'as well- Bristol are progressing ‘satisfactorily’ Eu 

' to state’ plainly that your directors are completely unencum- The need to concentrate at Bristol is Shoes dal enough i in 
eee by. any morbid doubts about the berieficial nature of high the past year "s-40 per cent fall in sales to £53 305,000 from 

"profitability and margins (provided: they are áchieved in à 18,842,000, and a pre-tax- loss of £448,000 against a previous ” 
" ~ highly ¿competitive industry) not, only for shareholders: and | year profit. of £783,000. A substantial volume of new work 1 is 

; employees but to a much. greater extent -for the community still needed to ensure.a return to profits this ` year. 

; , through business and personal taxation ' — a, massive. national . | : ns | 
Ux profit-sharing operation” l 
-r Part of these margins, Mr Sharpe States, "should be regardéd | Wimpey and Associated Companies 
"as expendable when the longer. term’ interests of the count 
a or at any require. This mae increased Loss for labour a ARMOOD "BANNER & CO, as ‘auditors -to George | 

a Pen ned year, i Į Wimpey & Co, concur with tlie departure from standard 


: , e 
; materials must be absorbed — “further progress,. or the main- , accounting practice "Which i in the’ Wimpey accounts" means that- 


E “tenance of profits at around the levels now reached, will there- Note 15 (c) ‘indicates the extent to which the 'group's share of the ` 
"fore requiré a considerable growth in turnover and volume 


- 


Wine h be dele ud "results and reserves of associated companies have not, been 
c. Said v ix ave been set according ps IO OW N ‘incorporated i in the consolidated accounts’. E 

o | T ".^. v The note states that inclusion of associated companies’ ^ restilta 

m ánd BA - pp NT ^" ig considered inappropriate ‘because the wide divergence of. 


; “ accounting dates would have a misleading effect and the :cost 

: LN the, 1972 accounts of Tube Investmérits, the Br itish Alumin- ,. . of providing unaudited accounts would. not, be justified’. 

> > Hum Company is treated às an associated concern.although TI Provision, however, has :been made for losses by two trading 
is its ultimate holding company. Although BA is a subsidiary in companies, the major one being of £1,589,248 (following 
, Which TI has voting control, TP's equity interest is. less- than 41,062,000 :n.1971) in relation to the operations of De Long-... 
-2'50 per cent. Reynolds Metals ‘holds 48 per cent and other out- ` : Wimpey (Overseas) and covering all losses. to the completion of © 


Ey side shareholders just over2 percent. .' -: - current: contracts. Provisions for Marinex Gravel losses ‘are. 
2 Treatment of BA on an associated’ company a is under- - - stated at £196,000, òr £77,000. more than-in: "1971. E ns ah 
» p - standable in view of the special Situation of thé aluminium ` ¿Also provided in the note is thé total group share since ac“ 


il Company, which has been launched on a major aluminium | quisition of the results relative to unquoted investments. shown 
“smelter development at Invergordon. at a time- when the by accounts made up to various dates from June 3oth, 1971, to 

P [in 'aluminium market is on the floor. In 1972, BA: sales rose.//3:8 December 31st, 1972 (but predominantly to March: and. 
million to: £66-6 million and trading ‘profits impr oved from , December. 1972). ° The figure for . associated, companies. is 

o £1,707,000 to 42, 166,000, but thé pre-tax position was a loss of . -£18,551,006 and for others £5,225,000, ‘making a total of . 

. £165,000 . against a. rofit . of £1, 186, 000. This , Was because. , £23, 776, 000 against £39,9 940, 006. — the. reduction being largely 

- interest om. borrowings to finance Invergordon Was. charged ` .due-to the disposal of shares in The Oldham Estate Company 
M < wholly against 1972 >rofits, whereas the previous year t was '.to Mr Harry Hyams and associates: for -£32,400,000. Of that 


~ treated extraordinarilv and covered by reserves transfer. ; figure £8-1 million was received during the past year,. with the 
: The, bottom. of: the aluminium market: is judged to” haye. balarice receivable i in two, instalments this year and next. + 
E early in 1972, but even after a recent rise; the price of: y "uw vicis NE 


aluminium ingot is still below the level ruling in: 1968 when the . . A O 2 

, Invergordon: project was started and far, below. in real terms... K. & L. Randall; An this column i in the i issue of April. sth; the. 

: The 'TT view is that there is every reason to be confident of an market value.of-K. & L. Randall's.equity portfolio was said to 

| “early i improvement in BA group results, although there is a long `, have “increased to £1, 607, 872' in"March. That was the ‘invest- 

à Way to go before the investment shóws an adequate. return. , » ment in a Bee and not. the: market value. Apologies. : \ 
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Time Assurance double the vesting bonus on their 


Vo 


‘Time Assurance Society announce an increase ..” 
* $n bonus on their Personal Pension Bonds. - . a 

-Asa result of the latest actuarial valuation, the 
vesting bonus i is increased from £1 fo per annum to. 
£2% ner annum of the basic pension. This means that 
. in projecting the estimated total pensiori at pension 


age we can now add a total of 5% to the basic pension": 


' for éach year up to pension age (interim bonus of 3% `. 
QI annum plus vesting bonus of 2% per annum). The: 
. interim bónus also continues to-be added after the. 

, Pension has commenced.” a A eee 5 
























Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £397, perannum and an 
additional vestirig bonus of £2% per annúm. 


Increasing annually 
by interim bonus 
1'edditions to produce a 

, Total Pension of: 


Total E EE ^ 


Cash option at 
"1. pension age 


Pension at 65 


Adjusted 






. ts ^ 
je n i i Tax-Free | Total | 
Agenext |: Basic | 65 with At age 70' “tage 78 | 
hirthday.| Pension | estimated «Cash Sum |: Pension B 


at age 65 P 

























atentry bonus - E ; A 
"wb T foc t [|-£. É 
20 1325 | 4375 8574 | . 4773 9743 | .3247 
* 25 1023 3121 3274 | 3428 | 6950 2316 
- 30 780 2185 2302 2420 |, 4887 .1622' 
35 | 585 1494 | 1581 1669 |, 3327 1109 
40 | 435 «1002 "| 1067 1133 .2233 “744 ff 
,Ar [| 410 922 -p -984" |^ 1045 205 | - 684 M 
42 385 “| 847 | 904 962/ -| 1887 628 Ng 
43' | 361 “776 | 830 885 1730 576 
24 338 710 |’ 760 811, |, 1582 527 
AS “315. 647: 65 | 742 1442 480 
46 . 294 |" 588 ,833 | 87 "4 1311. 437 
9 273 15533 | 574 616- |' 1189 396 
48 -|.' 253 482] 520 - 558° | ^ 1074. 4. 358 
49 234 , 434, |", 469 504 - 968 |. 322» 
50 |. 216 . 388 42 ' 453 - 858- 288. 
51 , 198 348 | 937 4408. ] .772 282 : 
| 52 181 |' 307 334 |.: 362 |’ 685 . 228 
53 . 184 271 295 | 320 604 201 
84 |. M8 |. 237 259° |' ' 281 . 529 - 176 
2:85 | 132 | 205. 225 1245 |. :459 ` 152 
56 L0 M7 |j. 17, 194 ^ 2012 |. 398 | 431 
57 "103 150 | 165 181 335: | | 111 
. 58 89- | 125. | 139 “| “152 280 * '93 . 
58 76 103 1414: 126 230 .] . 78 
60 . 63 82 , 92 101. |. 184. 61 


|f you select age 65 as your ratirement age then the figura shown in column, 3 is 
'the pension which will'commence on your 65th birthday. Columns 4 and 5 show. 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-frée jump: sum and revised commencing pension 
at reset rates, if you choose to commute part of your "normal pension. for cash. | 


0 5. Personal Pension Bonds. |. 0 


Time Ana Society rates have always Bern 
“considered good by those who know about personal 
„pensions ; this latest bonus i increase improves them 
still further and of course it also i increases the tax free 


` , cashsumavailableatretirement. | ` M 


= For example a man aged 40 next birthday pay- 
ingan annual contribution of £300 can nów expect . 
a starting pension at age 65 of £3,008 per annum (an . 
increase of £340 per annum) or he could take a tax- 
. 'free cash sum. of £6,698 (an extra £758) and a pension ^ ; 
of £2,233 per annum for life. Am 

.; 80 do your self-employed. clients a favour by 

giving them a quotation fora d Assurance Pension 


t 


Bond. ` ' D F : 4 | 


You'll bé doing yourself a P too’ our “>. 
commission rates are realistic ang take account of the 


dE. cost of your service. - 


Send the coupon below. for complete agency 
. details and a full set of rates for men and women at E 
-all ages. | 


¡ TO: TIME ASSURANCE SOCIETY 


t 56 Moorgate, London, EC2. Tel. 01-628 7546/7.. 
d Manchester Office : 12A Piccadilly, Manchester 1. 

‘| Telephone:  061- 624 7299,061-624 9955. | 

d Scottish Office: 6 York Place Edinburgh 1. Tel: 031- 556 3098 . 
l 

| 


Please register ‘me/us as Agent(s) of Time Assurance So ciety, 
and sona a. supply of Pension Bond literature. l 
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Specialized Tuition for the 


Examinations of the 


Institute of Chartered ff * 
_ Accountants _ | ci ool 


` At the examinations leading to the qualification of Chartered  AccouBtants, Metro- 
. politan College students have gained over : 


e For people with ca Jul 

Tl, 000 SUCCESSES AND 350 HONOURS © our Trustee Schemas for 
including fifty-six first lec: thirty-eight second places, sixty-six, third and fourth pa school fees offers numer- 
ous advantages, 

Capital i is released from 
estate. duty liability in- 


stantly. -‘Termly payments 
are free of income tax, | 





piacai pe Sie iue Eres yee and the beneht of 

e Metropo itan lege offers you the benefit o 

more than sixty years” accumulated eaperience in OR ecl ATE 
examination coach:ng. , 

. % A guarantee of coaching until successful, The .Luton ‘College of 
% Helpful, up-to-date study notes, mostly. in printed Technology and Metro- 

pocket-sized booklet form. politan College now 


Ak Adequate test practice and tutorial criticism. | offer facilities for “Example. 
X ca pet runa pud poe integrated ora, nm 4 ] surtax and capital gains. 
cial publications of the Institute, appropriate correspondence tuition. 

y to the Intermediate and Final iaa ona. bu Ue prc pep raras $225 Do gu of rd m 
INT MA MANAGEMENT "-to assist students in y - 

"n NE SERVICES pono eene fees of £750 a year parents and others) fees ' 
_ CERTIFICATE IN MANAGEMENT > | ¡Punch courses - for fer 5 years starting in can be taken care of well 

INFORMATION Pu e 10 years time. — ' — - in advance. 
The above-mentioned examinations are open to - For details of these, and Saving; ¡£1,521, - Full details on request, 
members of the Institute and have been instituted to other linked courses lis uu : ' 


improve the standard of accounting services and write to:- Metropolitan 
to encourage study in the increasingly important field Coliege, St Albans, 
of business administration and organization respec- . | ALI3NE . : 
tively. When applying Tor particulars of the College's 
expert postal courses, please specify the examination in which interested. 

Write today for a free copy of this college ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (41), or CALL at 30 Queen Victoria Street, 
London EC4N 4SX. Telephone 01-248 6874. After Office. hours (8 p.m. 
Monday to Friday) telephone messages are recorded electronically. 





à | (SCHOOL FEES INSURANCE AGENCY LTD 
Me t rop olitan Colleg e | 10 Queen St, Maidenhéad, Berks. (0628) 22323 or 31010 (24 hours) 


- Founded 1910 - ST ALBANS . . Incorporated Life Assurance Brokers - 





Member of the Association of British Correspondence Colleges. 
- Accredited by the Council for the Accreditation of Correspondence Colleges. 





- 


3E | n | a | gs For nearly" 100 years we. 
; LEWIS, COATES & LUCAS LTD |. j . "have published books for 

! ZEE. UA! E ==. „the accountancy profession, 
T AE MEE ET " ME - Wis especially textbooks ter | 
. COMPANY PRINTERS ^." ü B students. SEN | 
COMPANY AGENTS ^ "X 


` Draft-Memorandum and Articles e | - THE LARGEST SELECTION OF 
_ supplied by return of post l 


, |' Company Seals and Books `: Eus 7 a B ACCOUNTANCY AND | 


o 

e 

E O | Notepaper, Bills, ete., printed 
e 
e 





Rubber Stamps ) E MANAGEMENT 


Ail office requisites 


> _| (READY-MADE COMPANIES. [po PUBLICATIONS - 


- Ed Distributors for cli: of 
incisivo il | THE INSTITUTE OF COST: AND MANAGEMENT ACCOUNTANTS 
bc o E EE. END THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 





- 38/40 FEATHERSTONE STREET . ^. - THE CITY LIBRARY. 
ME d » GEE & CO (PUBLISHERS) LIMITED 


01-253 2977/8/9 and Telex 262687... 
e lies) E RM | 151 STRAND, LONDON WOR IJJ 
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City Notes 


H OWEVER it may fare in the future, the one single Stock 
Exchange in the United Kingdom and Ireland has not 
exactly been overburdened with business since it came into 
operation. Now that gains tax postponing business has come to 
an end, the level of business as indicated by ‘markings’ in the 
Stock Exchange Official List has been very much on a bread 
and butter basis — and not much butter at that. 

The Stock Exchange remains coy about its daily business. 
Monthly turnover figures are all that a computerized and 
mechanized market can provide in the way of information on 
turnover. The trauma and the breast beating that had to be 
endured before even that much was provided is still remembered. 

Perhaps when the London market moves into its new dealing 
emporium later this year even more modern gadgetry may 
persuade the Stock Exchange's rulers that an accurate 
statement of the day's business made on that particular day is 
not an impossibility and could even be a helpful statistic in 
judging the real state of the market. 

Being human, stockbrokers and stockjobbers do not like, in 
the first place, stating what little business they do when times 
are slack, nor, in the second, finding the time to record it all 
when they are busy. But it is all done daily in the cause of the 
monthly figures, and why a daily announcement process is 
considered impracticable has never been satisfactorily explained — 
not outside the Stock Exchange anyway. 


* * * * 


A a relatively quiet spell there seems to be a minor 
spring outburst of take-over bids. Compared with the 
halcyon days, current bids are comparatively small stuff but 
there are still some fair credibility gaps in the time-honoured 
tradition. The chairman of Glynwed, having reported in his 
annual review on the company's successful string of bids, said 
that the take-over pace would now be slowing down. Twenty- 
four hours later came the news that the company had slapped 


Bank of England Minimum Lending Rate — April 13th, 1973. 895 
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in a bid for Macready’s Metals worth £6:6 million. A near £5 ^ 
million bid by the Whessoe company for Capper Neill, the pro- 
cess plant group, is another aggressive operation showing that — 
the tried and trusted technique of bidding first and talking — 
afterwards still has its adherents. 


* * * * 


NE of the most intriguing company announcements to. 

be made after the Easter holiday is the 1972 preliminary 2 
profit statement by Shipping Industrial Holdings. The interest — 4 
centres in SIH's Clarksons Holidays subsidiary and what is to — | 
be done about it. Clarksons is expected to show a loss approach- 
ing {£5 million, despite all the effort put into getting 
Clarksons right. But it is not the size of the loss that matters 
so much as what SIH intend to do about the troublesome | 
subsidiary that, according to City talk, no other holiday group 
or travel-cum-banking organization seems prepared to buy. 
There might be buyers, it is said, if SIH can definitely show = 
Clarksons to be over the worst, but there will have to besome 
firm figures first. Ni 


* * * * 


OR so long has the Vickers group been a recovery proposi- | 

tion that the recent news of a second year of improved ^ 
earnings - the second being an improvement on the first- — 
still left the City with its metaphorical fingers crossed. Re- 
awakening such a slumbering giant as Vickers and getting some — 
co-ordination and effort back into its limbs was a daunting . Bee 
task, but Vickers’ managing director, Mr Peter Matthews, seems ` 
to be making a fair job of it. He is a quiet and a calm man, but 
also a decisive man. Changes in Vickers are not confined to the 
profit and loss account. The improvement there in the past two 
years probably does scant justice to the reorganizing and 





redevelopment effort involved. Justice might be better seen to ES 

be done this year. E > 

RATES AND PRICES ae 
Closing prices, Monday, April 16th, 1973 Seg 
E 

i 

Finance House Base Rate — April 1st, 1973. 1196 Bo 

LUE 

Retail Price Index (16.1.62 —100) 172:4, 16.2.73 (from 171:3) NS 


Treasury Bills ” 


Feb. 9 .. £8:0902% Mar. 16 .. £8:097296 
Feb. 16 .. £8:073096 Mar. 23 .. £79819% 
Feb. 23 . £8:0600% Mar. 30 .. £7°9350% 
Mar. 2 . £48:123296 April 6 . 47873896 
Mar. 9 . £8:224496 April 13 . £7:452196 
/ Money Rates 
pS to day .. D. 81% Bank Bills 
7 days $ 7i- 83% 2 months 83-839 
Fine Trade Bills i 3 months SH Ui 
1 months .. 10-114% 4 months 83-88% 
2 months .. 10-114 % 6 months 801% 
3 months . 103-113 % 
Three Months’ Rates 
Local authority deposits 94 9i 
Local authority bonds J; 81- 74 
Sterling deposit certificates .. 93-84 
Euro-sterling deposits D. .. . 91-10 
Euro-dollar deposits .. — .. .  5i- 8i 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 
New York 2:4812 Frankfurt 
Montreal 2:4785 Milan 
Amsterdam 73175 Oslo 
Brussels 99°4350 Paris 
Copenhagen . . 15:3850 Zürich 

Gilt-edged 

Consols 495 391 Treasury 9% 1994 
Consols 23% o .. 244 Treasury 84% 84-86 .. 
Conversion 3196 e AS Treasury 814% 87-90 . 
Conversion 5196 1974 -- 974 Treasury 64% 1976  .. 
Funding 34% 99-04  .. 42i Treasury 34% 77-80 .. 
Funding 54% 78-80  .. 821 Treasury 34% 79-81 .. 
Funding 54% 82-84 804 Treasury 5% 86-89 .. 
Funding 51% 87-91 684 Treasury 54% 08-12 .. 
Funding 6% 1993 68$ Treasury 2196 .. 
Funding 6395 85-87 — .. 77% Victory 4% .. 
Savings 395 65—75 .. QI War Loan 34% 
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Could You Use Microfilm? 


ICROFILM, as the term is under- 

stood in the office, means recording 
documents on to either 16 mm or 35 mm 
film, occasionally $ mm. These are all 
film sizes which are familiar to the 
amateur photographer. For storage and 
retrieval these filmed documents are 
retained in several ways. 

Firstly, on the roll film itself (or a 
duplicate copy) over 2,000 documents can 
be stored in a standard roo foot roll of 
16 mm film. 

Secondly, the documents photographed 
on to roll film can be transferred to fiches. 
The standard fiche is 6x 4 in. approxi- 
mately, on which 60 pages are recorded 
at the standard reduction. There are other 
high density systems which allow 96 or 
200 pages to be recorded on a standard 
fiche, and one or two ultra high density 
systems which accommodate up to 3,600 
frames. Cameras are available which 
photograph directly on to fiche. 

Thirdly, roll film can be jacketed. That 
is to say it is put into special transparent 
jackets' with the same format as a fiche. 
This enables frames to be added to the 
original record. The jackets are then re- 
photographed on to fiche to make working 
copies. 

Fourthly, there are some special 
systems using heat developing film which 
enable records to be updated by adding 
extra frames after the original record has 
been photographed. 

Fifthly, 35 mm is usually mounted in 
aperture cards, one document per card, 
_ the aperture card being the same as an 80 





Amongst the pocket calculators introduced 
recently is this Fi-Cord MF8, weighing only 
five ounces. 


column punched card with an aperture 
cut in it to mount the film. Although 
usually used for technical drawings, this 
system is handy for oversize documents. 

Sixthly, COM (computer output 
microfilm) may use roll film or fiche. It is 
a technique for transferring records 
straight from computer output to film 
without any hard copy output. It is 
claimed to be one of the fastest growing 
application areas in microfilm. 

Retrieval of any of the above is via 
either a reader (i.e., a viewer) or a reader/ 
printer which enables a hard copy to be 
made of any frame of about the size of the 
original document. 

That, very briefly, is the basis of 
microfilm techniques as they are used 
in business. They will be explained, 
discussed and demonstrated at the Inter- 
national Micrographics Congress 1973, 
to be held from May 22nd-25th, at the 
Grosvenor House Hotel, Park Lane, 
London Wi, full details of which can be 
obtained from the Business Equipment 
Trade Association, 109 Kingsway, Lon- 
don WC2B 6PU. Of the 39 seminars, 
workshops and tutorials, about nine are 
directly applicable to accounting 
problems. 


More New Calculators 


AMONGST the latest batch of electronic 
calculators to reach the market are four 
new models in the Rapid Data range. 
The Rapid Printer is a 12-digit model 
with print-out facility and memory, 
selling at £147. The Rapidman is a 12- 
digit display model with memory, priced 
at £59°95, while the Rapidman 1208L.C. 
is an eight-digit display model selling for 
Exe ss Es ELT. 

The Rapidman 801 is an eight-digit 
pocket calculator with constant, 'clear 
last entry' key and floating decimal but 
otherwise similar to the 800. The former 
costs £39:50 while the latter has been 
reduced to £31, complete with mains 
transformer and long life battery. Alto- 
gether a competitively priced range 
covering most general calculating needs 
around the office. 


Bradma Ltd, Rapid Data Systems, 
New Lane, Havant, Hampshire POg 2NR. 


MEANWHILE Angula have introduced 
the A-370 shirt pocket calculator, weigh- 
ing only 74 oz. The keys on this model 


ye 


April 19th, 1973 





Mini-sized Copal clock. Digital clocks are 
said to be more easily readable than the 
conventional dial kind. 


are of the ‘Touch Tronic’ type similar to 
those used in modern lifts. Eight-digit 
display and the ability to do chain and 
mixed calculations are included among 
the features. 


Angula Engineering Co Ltd, ADM 
House, Windmill Road, Sunbury-on- 
Thames, Middlesex TW16 7HR. 


ANOTHER miniature comes from Fi- 
Cord International, called the Fi-Cord 
MFS. 'This is another eight-digit machine 
which will square automatically and accept 
constant factors for both multiplication 
and division. The machine can be 
powered by batteries, rechargeable cells 
or with an adaptor from the mains. The 
retail price is £49:85. 

Fi-Cord International Ltd, School 
Lane, Manchester M20 oRD. 


A DESK top model, the Remington 1213, 
incorporates a special percentage key 
which, say the manufacturers, makes it 
particularly suitable for VAT calcula- 
tions. After calculating, gross tax or 
discount is obtained by entering the 
percentage required and pressing the 
05 key, to show tax or discount on the 
display. The ‘minus equals’ or “plus 
equals’ key then brings up the net amount. 
The 1213 costs £125. 

Remington Rand Division, Sperry 
Rand Ltd, 65 Holborn Viaduct, London 
ECr, 


For Clockwatchers 


CLOCKWATCHING used to be something of 
a dirty word, but it is taking on a new 
significance with the introduction of 
variable working hours. Whether one of 
the ‘clocking on’ systems now available 
is used or staff are trusted to keep their 
own attendance records, easily read 
clocks are essential. Fonadek International, 
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who market digital clocks, claim that they 
are easier to read than the conventional 
round clockface. 

Further, most work on the 24-hour 
system, which is easier to use if the time 
sheets are eventually worked out on a 
computer-based system or on a pro- 
grammable calculator. The Copal range 
includes both wall mounting and desk-top 
models, with or without calendar. 

Fonadek claim that alarm models have 
an added advantage for executives in so 
far as they can be set to warn the user 
when a meeting is due or time is up on a 
parking meter or for any other purpose 
where warning that a particular time 1s 
approaching is important. 

The range, which is all electric, 
including battery-powered models, in- 
cludes mini-sized desk-top clocks from 
£7-50, calendar models from £14:95, and 
wall clocks at {12°50 and £35. 

Fonadek International Ltd, Vivian 
Road, Birmingham 17. 


Typewriter Ribbon which 
Corrects 


CARIBONUM have introduced a typewriter 
ribbon which enables a typist to correct 
errors simply by backspacing and over- 
typing. The top track on the ribbon is 
. inked in the normal way but the bottom 
track is covered with correcting material 
so that all the typist has to do is to switch to 
the bottom track to make a correction, 
just as she would normally switch to the 
bottom track on a two-colour ribbon to 
obtain red. 

In fact, the top track is covered by a 
transparent film which the manufacturers 
say has the advantage of keeping the 
typing keys clean, and presumably also 
holds the fold-over correction material in 
position. It is claimed that the life of the 
ribbon is comparable to that of the stan- 
dard two-track type. 

At present the correction ribbon is 
available only for Group 1 spools, so 





Attention to small details can often lead to 
economies, such as using a correction 
ribbon when typing only top copies. 
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secretaries will need to check whether 
their typewriters use this group. 

'The correction ribbon would appear 
to have advantages wherever top copies 
only are being typed, unless the second 
colour is of overriding importance. It will 
not, of course, correct carbons auto- 
matically, but so many people these 
days use an office copier for subsequent 
copies that this is not considered im- 
portant. 


For High Volume Mailing 


TWO postage meters which stamp, date, 
seal, count and record postal expenditure 
at speeds of up to 12,000 items an hour 
have been introduced by Pitney Bowes. 
Both have automatic feeding and stacking 
and will handle envelopes in a variety of 
sizes up to 151 in. long, by 133 in. wide 
by 1 in. thick. They also print postage on 
to gummed tape for affixing to extra-thick 
envelopes and packages. The postage 
meter prints any value from $p to 100p. 

Model 4380 is a floor standing machine 
with 81 cu. ft storage cabinet and a large 
feeding and visual stacking capacity. 
Model 4351 is a desk-top model for use 
where space is limited. 

Pitney Bowes Ltd, The Pinnacles, 
Harlow, Essex. 


Copyholders to improve 
Keyboard Efficiency 


IMPROVED efficiency and reduced trans- 
cription errors are the claimed advantages 
of using copyholders. Amongst the range 
currently marketed by Copyholders Ltd 
are electric foot-controlled models for 
both text and data to take single sheets, 
fanfold or continuous stationery, or 
bound computer output. One model, the 
Data-Liner, is intended not so much for 
typists as for operators of data input 
terminals. 

Copyholders Ltd, 49-51 Brewhouse 
Hill, Wheathampstead, Herts. 


Bulk Filing for High Activity 
Documents 


KNOWN as Euromaster, a filing system 
which stores documents in detachable 
containers suspended from cross rails, is 
now available. It is claimed to save 55 per 
cent floor space compared with conven- 
tional racks. The standard Euromaster is 
94 in. high by 36 in. wide and accom- 
modates 80 containers in eight rows; 
these can be built up into any required 
system. Shelves and other interchange- 
able components can be incorporated in 
the overall system and units can be 
supplied with racks to store computer 
tapes and disc packs. 

GKN Sankey Ltd, Albert Street, 
Bilston, Staffs. 
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Low-cost Ink Duplicator 


TWINLOCK have recently introduced a 
low-priced ink duplicator, the ‘Twinlock- 
Bulmer, selling through the office equip- 
ment trade at £49"50. The maximum 
paper size which this hand-operated 
machine will handle is foolscap (13X 8 
in.). Inking and paper feed are automatic. 
Supplies available include carbon inter- 
leaved stencils, black or blue ink and 
correction fluid. 

The machine would appear to be 





Twinlock-Bulmer low-cost ink duplicator. 


suitable for low to medium volume runs 
wherever the duplication of ‘oversize’ 
documents is not required and the cost of 
a more expensive electric machine is not 
justified by the total workload. 

'Twinlock Ltd, Croydon Road, Becken- 
ham, Kent. 


Calculator Programs 


MONROE, who recently introduced a range 
of programmable calculators, have now 
published a booklet entitled Programme 
for Profitability. Examples included are: 
discounted cash flow; job pricing analysis 
of financial accounts, VAT invoicing, 
factory payroll, depreciation, export in- 
voicing, economic ordering quantity, 
standard costing and machine capacity. 

Litton Business Systems, Monroe 
Division, Litton House, 27 Goswell 
Road, London EC1M 7AL. 


Microfilm Reader for 
Cassetted Film 


A NEW 16 mm microfilm reader, known 
as the Satellite 2W, has been introduced 
by Scottish Instruments. It is designed 
for use with the VSMF  non-rewind 
cassette and is available for either comic 
mode film or with image rotation. With 
comic mode only the reader costs £110, 
and with image rotation £145. 

Comic mode means that all images 
have to be the same way up as on a cine 
film. 

Scottish Instruments Ltd, Merit House, 
Edgware Road, Colindale, London NWo. 
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Overhead Projector 


AN overhead projector which sells for 
£56-—the Model 30-has been intro- 
duced in the Rexel Copy-King range. 
Sharp focus picture range is between 
four and six feet from the screen to throw 
pictures three to five feet square. Acetate 
roll-winding attachment, clip-on side 
trays and plastic dust cover are all 
optional extras. 

Ofrex Ltd, Ofrex House, Stephen 
Street, London W1A 1EA. 
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Low-profile Cupboard 


A LOw profile cupboard has been added 
to the Euroform 2000 office furnishing 
system marketed by Sankey Sheldon. 
This is a range of prestige furniture in the 
modern style. 

The cupboard, which is a metre wide 
(3 ft 3 in. approximately), is finished in 
matt off-white with PVC or hide top 
surface and door panels. The storage 
area is provided with 4 in. slotted ladder- 
strip for locating shelves or Varimaster 
filing components. Only one shelf is 
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included in the basic price of about £54. 
GKN Sankey Ltd, Albert Street, 
Bilston, Staffs. 


Guide to Charting 


CHART layouts for time management, 
organization and staff deployment, stock 
control, vehicle utilization and other 
charting applications are described inanew 
Sasco Planning booklet. The booklet is in 
the same format as a charting installation. 

Sasco Visual Planning Ltd, 27 Hastings 
Road, Bromley, Kent. 


Firm's New Training Centre 


NY professional firm with rzo partners 

and a staff of 2,000 — including 420 
articled clerks — distributed throughout 
England and Wales faces problems not 
merely of staff training but of staff 
morale, in the development of a corporate 
image and standard procedures. Par- 
ticularly is this true of the practice of 
Messrs Thornton Baker & Co, built up 
by successive amalgamations into a 


- chain of some so offices throughout the 


country — several of them in the Thames 
Valley area, where the firm's new training 
centre at Bradenham Manor, High 
Wycombe, is located. 

Thornton Baker, whose UK practice is 
claimed to represent a microcosm of the 
practising side of the English Institute 
itself, has for some years been active in 
the development of staff training courses — 
introductory and follow-up courses for 
articled clerks; more advanced pro- 
grammes for newly qualified seniors and 
for managers; and courses on specialized 
topics such as liquidations and taxation. 
Within the constraints imposed on this 
adventurous curriculum by the avail- 
ability of suitable hotel and university 
accommodation, it did not take long 
(as Mr M. G. Lickiss, B.SC.(ECON.), 
F.C.A., chairman of the firm's staff 
development committee, remarked at a 
press viewing of the new centre last week) 
to see that they had a problem which 
called for some more permanent solution. 

With the success that traditionally 
follows ‘go per cent hard work and ro per 
cent luck', Thornton Baker last Novem- 
ber acquired the lease of Bradenham 
Manor from the National Trust, and are 
now in process of developing it as what is 
believed to be the first residential training 
centre for a professional firm in the 
UK. The present buildings, dating from 
circa 1670, were also in use as a training 
centre by International Computers Ltd 
from 1965 to 1972, and have residential 


accommodation for over so students (a 
figure which may be increased in the 
future) with classroom provision for 80. 

The first course to be held at Braden- 
ham — a four-day “conversion” course on 
standard audit procedures for a total of 
38 staff from the firm's Thames Valley 
offices — moved in last week. It is further 
anticipated that several of the smaller 
syndicate and group discussion rooms will 
prove popular with articled clerks seeking 
a quiet 'retreat' during the pre-examina- 
tion period! 

Set in attractive surroundings, the 
house offers many features of interest, 
including a ‘butler’s box’ — a raised plat- 
form above the silver cupboards, where 
the butler slept with a blunderbuss by his 
side to safeguard the valuables — and a 
reputed priest's hide. A legend that the 





two enormous solid-fuel boilers, set in a 
subterranean cavern, 'fought at Jutland' 
is perhaps less well-founded, but does not 
seem wholly incredible to the imaginative 
visitor. 

In Bradenham Manor, the partners of 
Thornton Baker believe that they have 
found an ideal solution to their problem — 
a belief attested by the fact that inquiries 
have already been received from other 
sources seeking to share the facilities - and 
intend to develop and to expand all that 
they have been doing in the continuous 
development of professional education. 

A booklet prepared by the firm on the 
history of the Manor records that its 
private life, during the 19th century, was 
devoted to 'staid and highly respectable 
pursuits’ — a tradition likely to be per- 
petuated under the present occupancy. 


In the grounds of Bradenham Manor, Mr Michael Lickiss, B.Sc.(Econ.), F.C.A., Chairman of the 
firm's Staff Development Committee and a member of the Council of the Institute, r/ght, with 


Mr George Stringer, F.C.A., director of training, 


and the Manor's head gardener. 
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E CAER RHUN HALL 
| TEACHING MANUALS 


Now available to all accountancy students 





These manuals, which are used on the Caer Rhun Hall courses, have proved an invaluable help to students over 
many years. Specially designed with ring binder for easy study, they abound with examples and worked examination 


problems. | Y 
CONSOLIDATED ACCOUNTS | 8 
First published in 1961 and compiled by the late Ronald Anderson using the now accepted method of ledger | = 
accounts, this manual has been up-dated to include all current legislation. It will enable the student to tackle E 
successfully any exam problem on this topic. Price £1-50. D ag 
MISCELLANEOUS ACCOUNTS | 3 
Includes hire-purchase, plant disposal, consignment account and returnable containers. Price 60p. | A g i 


BRANCH ACCOUNTS 


Departmental accounts and divisional accounting, including foreign branches. Price £1. 


BOOK-KEEPING FOR BEGINNERS 


Reveals the mystery of double entry book-keeping. Invaluable for the new student. Price £1-25. 


PARTNERSHIP ACCOUNTS 


Includes goodwill and revaluation adjustments on changes in partnership and dissolution. Price 50p. 


COMPANY ACCOUNTS 


Issues and forfeiture of shares, redemption of preference shares and debentures, and purchase of business. Price 50p. 


There are also manuals on Bankruptcy Law; Elements of English Law (including contract); Accounting for 
Sole Traders (primarily for the new student, includes approach to incomplete records); and Taxation (including 
capital gains tax and corporation tax) — all at 50p each. 


ACT NOW BY COMPLETING THE ORDER FORM BELOW. 
TO: ANDERSONS, CAER RHUN HALL, CONWAY, NORTH WALES. 


PLEASE SEND ME e 

I ENCLOSE P.O./CHEQUE FOR £............— 
(BLOCK CAPITALS) 
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Legal & General 





continued rapid growth in 1972 
Group funds now over 


£1400 million 





Highlights from the Chairman -Viscount Harcourt’ 
statement, and from the year's operations. 


Shareholders 


* Total dividend increased to equivalent 
of 5:512p per share. 

* But for government restriction a higher 
payment would have been made. 

* £10-3 million carried forward in the 
profit and loss account. 


Policyholders 

* £25-2 million allocated to policyholders— 
normal bonuses increased and terminal 
bonuses payable at same high level as 
last year. 


Dusiness Growth 

* Total premium income up by 20% to 
£176 million. 

* Record increase of 75%, in new U.K. 
ordinary life premiums. 

* 40% increase in worldwide general 
insurance premiums. 

* 44%, worldwide increase in new 
pensions premiums. 


Investment Growth 
* Market values of investments exceed 


book values by £444 million at end of 1972. 


Diversification 

* Widening range ofactivities continues 
through the acquisition of Victory 
Insurance. 





Europe 


* Agreement with the Colonia group 
of companies in Germany is the first 
of a number of similar agreements 
to facilitate co-operation inthe 
international field. 

Copies ofthe Report and Accounts may be obtained from 


e Secretary at Temple Court, 11 Queen Victoria Street, 
London, EC4N 4TP. 
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STUDENT ROUNDABOUT 


Reliance on the Internal Audit 
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by EMILE WOOLF, F.C.A., Director, London School of Accountancy, 


and Education Adviser to ACASS 


This is the first in a series of articles contributed by authoritative 


writers in the field of education. The series is intended to supplement 
the tuition which students are already receiving from various sources, 


and should also be of interest to the profession as a whole. 


TUDENTS of accountancy and 

auditing over the past seven years 
or so have been made well aware of new 
developments in their professional en- 
vironment. The use of new auditing 
techniques during this period has arisen 
to meet the considerable challenge which 
three main factors have introduced. 
These factors, which are interlinked, are: 


(a) The increasing tendency towards 
centralization, particularly reflected 
in the scale of business mergers and 
the growth of conglomerates. The 
computer has, of course, facilitated 
this growth by enabling the recording 
and control functions to keep in step 
with increases in corporate size; 

(b) The raising of professional auditing 
standards to meet growing public 
awareness of the importance of the 
audit function in complex financial 
structures. The speed with which 
certain shareholders, liquidators and 
directors seem prepared to enter into 
litigation against their auditors pro- 
vides salutary contemporary evidence 
of this; 

(c) Increased professional duties and 
responsibilities. Apart from the ob- 
vious effects on the accountant’s 
work of more complex taxation and 
companies’ legislation, duties have 
been subtly but steadily becoming 
more burdensome as a result of such 
developments as the need to report 
on directors’ forecasts under the 
City Code, and the need to ensure 
that Statements of Standard Ac- 
counting Practice are complied with 
by clients; to mention but two. 
Even exposure draft, EDS, on 
supplementary inflation accounting 
schedules, recommends that these 
schedules should come within the 
auditor’s purview. 


Progressive techniques 


These factors, the first in particular, have 
not arisen without important implica- 
tions for internal as well as independent 
auditors. Internal auditors have ac- 
quired the practice of applying their skills 
unobtrusively but effectively. They are as 


fully aware of contemporary develop- 
ments and techniques as their colleagues 
in professional practice, and in many 
instances are in the vanguard of the 
move towards still greater modernization 
of auditing methods and rationalization 
of auditing resources, particularly so far 
as the use of computers is concerned. One 
need look no further than the papers 
delivered at their recent schools and 
conferences for evidence of this. The 


‘Institute of Internal Auditors, which lays 


down a code of conduct for its members, 
generally organizes such gatherings and 
plays an important role in the development 
of internal auditing today. 

Over the period we have been looking 
at, the managements of large companies 
have grown to rely on their internal audit 
staffs more heavily than ever before, and 
this has inevitably raised their status and 
the esteem in which they are generally 
held. Indeed, it could be said of many 
substantial companies that the vital 
thread which links management at its 
conceptual, or decision-making, level 
with the dispersed areas where it must be 
effective, is provided by the internal audit 
function. 


Importance of terms of 
reference 


Having said this, it must equally be 
recognized that standards of internal 
auditing as practised will vary substan- 
tially from one organization to another, 
and any blind faith in its effective 
operation by the statutory auditor would 
be misguided indeed; the quality of the 
internal audit is, generally speaking, as 
good as the management which dictates 
its terms of reference. 

Consequently, the external auditor, 
whose terms of reference are determined 
by statute, is obliged to consider certain 
specific issues with some care in arriving 
at a decision as to how far he may depend 
on audit work internally executed. 

'This diflerence in responsibility is 
important: the scope of the internal 
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auditor's work area may be circum- 
scribed and expanded in turn according 
to parameters currently operative. The 
statutory auditor's responsibility is to 
those who appointed him — the company's 
shareholders — and any reliance he places 
on the company's internal functions must 
be based on thorough investigation. 

The usual scope of internal audit work 
may be conveniently classified into four 
main interlocking capacities: (a) advisory; 
(b) executive (or implementive); (c) 
reporting; (d) routine attesting. It is 
therefore necessary for the external 
auditor to discover the effectiveness of the 
internal audit operation in each of these 
capacities before relying on it to the 
extent of materially reducing the volume 
of his own normal procedural tests in 
important areas. 

'The following are the most important 


questions which would need to be — 
answered in relation to each of the above - 


capacities: 


(a) Advisory role: 


(i) To what extent is the internal audit _ 


department required to recommend 
improvements in the system cur- 
rently in operation? 


(i) If so requested, to which level of 
management are the recommenda- 
tions directed? 


(iii) Are such recommendations made as 


a matter or course, or in response 
to specific instructions? 


(iv) What evidence is there that such 
recommendations made in the past 
have 
studied / partially 
wholly implemented? 


implemented / 


(b) Executive role: 


(i) What part is the internal audit 
department expected to play in 
implementing its own proposals? 

(ii) To what extent is it involved in 
the planning and phasing in of new 
systems, e.g., new computer appli- 
cations? 

(iii) Is it 


required to monitor the 


been acknowledged / read / ` 
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functioning and output of systems 
recently instituted? 


(c) Reporting role: 


() What is the department's brief 
regarding management reports? In 
particular, are, say, monthly reports 
on routine matters required, or are 
reports only prepared when special 
matters are under investigation? 


(ii) Do internal audit reports contain a 
considerable amount of detailed 
information, running to unmanage- 
able lengths, or do they follow 
normal 'exception' reporting prac- 
tices, i.e., referring only to matters 
of immediate concern? (The danger 
being that reports which are pro- 
duced regularly, mechanically fol- 
lowing an established pattern, risk 
being, equally mechanically, ig- 
nored!) 


(d) Routine attesting role: 


(1) Is the system which the internal 
auditors are testing clearly laid 
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down in a procedures manual or 
flow charting series? 

(11) Do they normally report all de- 
viations from standard practice 
which they discover during testing? 

(111) What objective evidence of their 
testing routines exist? 

(iv) Do they work strictly to an audit 
programme, in which case, how 
often is the programme reviewed? 

(v) Do they operate a system of rotation 
testing to ensure that the whole of 
the work under their purview is 
surveyed at reasonable (but ir- 
regular) intervals? 


(vi) Does their programme include 
surprise cash counts, surprise 
visits to observe the wages 


distribution, and any other un- 
scheduled checks of this nature? 
The answers to the above questions 
would normally be ascertained by in- 
cluding an internal audit section in the 
standard internal control questionnaire. 
The questions themselves should be put 
to the member of the board to whom the 
chief internal auditor is responsible. 
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Further assessment for effective 
control 


Other, more general, questions which are 
also important would be concerned with 
the professional qualifications (if any) of 
the senior members of the internal audit 
department; their length of service with 
the company; whether they were required 
to work initially in other departments to 
familiarize themselves with the routines 
operated prior to joining the internal 
audit department; a realistic appraisal of 
the extent of their independence of the 
staff in other senior and junior manage- 
ment positions whose work they may be 
required to check. 

In this way the statutory auditor dis- 
covers whether the internal audit is 
operating in name only (many internal 
audit departments do anything from 
market research to factory maintenance - 
anything barring internal auditing, that 
is!), or whether its work makes a useful 
and independent contribution to effective 
management control. 


A Unified Profession is Essential, 
says Association's President 


Views at Certified Students' Oxford Course 


HOSE who had “divided the profes- 

sion' on the scheme for integration 
were taken to task by Mr Alan Nelson, 
F.C.C.A., F.T.LI., President of The Associ- 
ation of Certified Accountants, in a speech 
at the students' residential school of 
the Association held at New College, 
Oxford, from Thursday to Sunday of last 
week. 

The failure of the proposals for “the 
unification of a single united profession', 
as Mr Nelson wished to term it, was a 
sad spectacle to the world at large. "That 
these divisions should remain today', he 
declared, “is the fruit of follies of foolish 
men. But time passes and all life is 
change. The pressures that lie upon our 
profession today — the pressures of Europe 
and of the need to establish acceptable 
standards of accounting, and the need to 
spread these throughout the world — were 
making the follies of our divisions evident, 
even to the fools who ensured that they 
continued.” 

Mr Nelson forecast that there would be 
developments within the profession much 
sooner than had been thought possible 
even a few short months ago. 'Indeed, 
there must be for our profession does not 
have time on its side’, he warned. ‘I am 


confident that wiser counsels are near at 
hand.' 

He reminded his audience that the 
future of the Association was bright and 
that they “had nothing to fear from any of 
the other accountancy bodies'. He believed 
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Mr Alan W. Nelson, F.C.C.A., F.T.LI., 
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President of the Association, right, discusses the course 


that they had the right policies “which 
they were pursuing with vigour”. 
Referring to the personal contribution 
which students could, and ought to make 
to the future well-being of the Associ- 
ation, Mr Nelson stressed that this lay 





proceedings with Mr C. A. Williams and Mr James Hogan. 
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Miss Vera Di Palma, F.C.C.A., F.T.L.l, a 
member of the Association's Council, right, 
with Miss S. Azari, B.A., A.C.C.A., and Mr 
L. J. Thompson, F.C.C.A. 


very much in their hands. It was a matter 
of considerable satisfaction both to him 
and his colleagues to witness the enthu- 
siasm the school had engendered. He 
singled out for special praise Mrs Ann 
Chann, who had achieved First Place in 
the December Part III exams and who 
*had wisely used her prize to pay for her 
place at the school”. 

Mr D. R. Dawes, F.C.C.A., F.C.I.S., the 
school's director, whose eloquence and 
wit at the lectures and at the school's 
informal meetings would be difficult to 
surpass, and whose dedication to detail 
large and small again made the school the 
success it was, also referred to integration 
in his introductory address on Thursday. 

“Integration will come as sure as night 
follows day”, he said. “How on earth can 
we make a positive impact in the EEC 
with our high accounting standards 
when there is such a proliferation of 
UK professional bodies?” 


Highest attendance 


The school, the ninth to be held at 
New College, had the highest attendance 
ever — nearly 200 from throughout Eng- 
land and Wales, as well as two members 
from the Association's Dublin Students' 
Society. Three important aims were 
achieved — the stimulation of study in the 
right environment, the interchange of 
views with lecturers and members of the 
secretariat on matters of exam concern, 
and contact with other students. So keen 
were members to take advantage of these 
facilities that they successfully pressed 
to forgo their “free evening' for additional 
study. 

The several members of the secretariat 
present included Mr Frank C. Osbourn, 
M.B.E., B.A., LL.B., Secretary of the 
Association (who typically dealt with 
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many administrative matters swiftly, 
courteously and efficiently), Mr Wynne 
Lovett, F.C.C.4., Deputy Secretary, Mr 
F. H. J. Wileman, O.B.E., LL.B., Secretary 
of Education, Mr G. K. Barnes, M.A., and 
Miss Jessica Cloudesley, B.A., Education 
Officers, Mrs Linda Bailey, Examinations 
Officer, Mrs B. Poole, her assistant, and 
Mrs Margaret Taylor and Mrs Barbara 
Parkes. In addition, the school: was 
honoured by the presence of Mr E. A. 
Lediard Smith, F.C.C.A., a Past-President 
of the Association. 

As in previous years, members were 
divided into their relative five stages of 
study and intensive tutorials were pre- 
sented on such subjects as economics, 
executorship, company law, taxation, and 
auditing and investigations — all of which 
were interspersed with some very testing 
case studies. 

Due to the indisposition of Professor 
J. R. Small B.SsC.(ECON.),  F.C.C.A., 
J.DIP.M.A., Professor of Accountancy and 
Finance, Heriot-Watt University, who, 
although present at the school could not, 
due to a throat infection, speak on 'Ac- 
counting controversies’, his place was 
most ably taken by Miss Vera J. Di 
Palma, F.C.C.A., F.T.L.I., taxation consult- 
ant and a member of the Council, who 


contributed a most helpful and useful 
insight into VAT. 


A way of life 


Members were made very conscious 
that accountants had little contact with 
the Customs and Excise until the intro- 
duction of VAT affecting some rj million 
traders as against a mere 70,000 for pur- 
chase tax. Communication with the 
Excise had now become a “way of life” 
and she expressed the hope that the 
relationship which had developed between 
accountants and the Revenue over the 
years would apply equally to the new 
‘masters’. There were, said Miss di Palma, 
bound to be human relationship problems, 
and every accountant must use his skills 
of tact and diplomacy in an endeavour 
to resolve these difficulties. 


First crop of problems 


A difficulty already being experi- 
enced by practising accountants was that 
having written to the local VAT office 
on behalf of clients, the officials insisted 
upon replying direct to the client! — just 
one of the first crop of problems which 
only time would resolve. The new tax, 
said Miss Di Palma, plus the special car 
tax of 10 per cent, was supposed to raise 
the same revenue as purchase tax and 
SET. The theory that the cost of living 
index should, as a result, remain static 
had already proved to be a shaky one. 
Restaurants, she said, had increased 





The Association's Secretary of Education, Mr 
F. H. J. Wileman, O.B.E., LL.B., with Mrs 
Christine Grime, a student. 


prices by 1o per cent and more, with no 
reduction to allow for SET. 

Eleven European countries had adopted 
VAT and many had multiple rates, and 
she took the view that the UK would 
have more than one positive rate once the 
initial problems were over. *Let's hope', 
she said, “that they will not be as different 
as Ireland’s— 5:26 per cent, 16°37 per 
cent and 30:26 per cent.’ 

On the Saturday morning there was 
another informal talk, this time on 
“Internal tax planning and the multi- 
national company', by Mr J. P. Hardman, 
F.C.A., a partner in Thornton Baker, of 
Leicester. His presentation of the subject 
was both vivid and amusing. He dealt 
with the complex areas of double taxation 
and shell and parallel companies, and also 
the negotiations involved. 


Mr Robin S. Waldron, F.C.A., F.C.C.A., 
C.P.A., A.M.B.I.M., centre, and fellow lecturer 
Mr J. Thompson, A.C.C.A., solve an amusing 


case study problem presented by student 
Christopher Jones. 
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Notes 
and 
Notices 





PROFESSIONAL NOTICES 


WHINNEY MURRAY & Co, Chartered 
Accountants, announce the retiral from 
their Edinburgh office on April 3oth, 
1973, of Mr WiLLIAM BISHOP, C.A., 
F.C.M.A. 


Thomson McLiNTOCK € Co, Char- 
tered Accountants, of Glasgow and 
Edinburgh, announce that Miss June P. 
Brown, C.A., and Mr Ian S. Murdoch, 
C.A., both senior members of their staff, 
were admitted into partnership on April 
ISt, 1973. 

Thomson McLiNTOCK & Co, Char- 
tered Accountants, of Glasgow and 
Edinburgh, and Moopy STUART & 
ROBERTSON, Chartered Accountants, of 
Dundee, announce that they have en- 
tered into close working arrangements. 
Moopy STUART $ ROBERTSON will con- 
tinue to practise at Royal Exchange, 
Dundee, without change in constitution 
and a new firm under the name of 
THoMsoN McLiNTOCK & Co, Char- 
tered Accountants, of Dundee, has been 
formed at that address, of which the 
partners will be Messrs Joun Wa pir, 
M.A., B.A., C.A., JOHN L. KIRKPATRICK, 
C.A., and WILLIAM C. C. MORRISON, C.A., 
of THoMsoN McLiNTOCK & Co, Glasgow 
and Edinburgh, and Messrs ANDREW W. 
Munir, c.a., DONALD B. GRANT, T.D., 
C.A., JOHN R. Watson, c.a., RONALD W. 
GIBSON, C.A., GORDON S. LOWDEN, M.A., 
LL.B., C.A., DAvID L. MACPHERSON, C.A., 
and IAN G. STEVENSON, C.A., of Moopy 
STUART & ROBERTSON. 


THOMSON McLiNTOCK $ Co, ARTHUR 
YOUNG MCCLELLAND Moores & Co and 
WHINNEY MURRAY & Co announce that 
the arrangements under which they pro- 
vided management consulting services in 
Scotland through the joint company 
McLintock Moores & Murray LTD 
have been terminated as at March 31st, 
1973, by mutual consent. From that date, 
the respective firms will provide manage- 
ment consultancy services through their 
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own or associated organizations. Mr C. I. 
BUYERS, C.A., F.C.M.A., who has been 
managing director of McLrvrock Moores 
& Murray Lrp will in future practise 
independently under the name of C. I. 
Buyers & Co. 


KINNERSLEY AND SHIPTON, Chartered 
Accountants, of Bristol, announce that 
Mr PauL HEMMINGS, A.C.A., has been 
admitted into the partnership. 


WHYATT PAKEMAN PARTNERS, Char- 
tered Accountants, of Bristol, announce 
that Mr PAUL HEMMINGS, A.C.A., has been 
admitted into the partnership. 


ASHWORTH, MosLeY & Co, Chartered 
Accountants, announce that their address 
is now Eagle Star House, Piccadilly 
Plaza, Manchester Mı 4DJ, telephone 
061-236 4702. 

CooPERS & LYBRAND announce that 
Mr Vivian Rupert VauGHAN COOPER 
and Mr RoserT PHILP have retired from 
the partnership. Mr Cooper has been a 
partner with the firm since 1935, and Mr 
PHILP joined the practice in 1948. 


BAYLEY, Woop, Cave 8 Co, Char- 
tered Accountants, announce that as 
from April rst, 1973, Mr E. ROBERT 
CROSSLEY, F.C.A., and Mr JouN W. 
STEWART, B.A.(COM.), F.C.A., have been 
admitted as partners. The practice will 
be carried on under the same name from 
2 Booth Street, Manchester M2 4AT, and 
Giltspur House, 5/6 Giltspur Street, 
London ECIA 9PD. 


Lomax, KING & ROTHMER, Chartered 
Accountants, announce that on April 2nd, 
1973, Mr N. D. SINGER, A.C.A. was 
admitted into partnership. 


A recent charity show at the London Palladium, 
— an all-time record — in aid of the Army Benev 


April 19th, 1973 


APPOINTMENTS 


Mr Robert B. Ballantyne, A.C.C.A., 
accountant of Stewart & Mitchell As- 
sociates, Glasgow, has been appointed an 
associate director of the company. 


Mr Ray Mitchell, a.c.c.a., J.DIP.M.A., 
has been appointed group financial con- 
troller to the BBA Group at Cleckheaton, 
Yorks. 








Mr R. Mitchell 





Mr N. G. J. Tuck 


Mr Noel G. J. Tuck, F.c.a., has been 
appointed to the board of Burroughs 
Machines as secretary and controller. 


Mr R. S. Brooks, F.c.a., has been ap- 
pointed chairman and managing director 
of Brooks Cleaners, to succeed Mr 
Robert F. Young, A.C.M.A. who died 
suddenly on March 29th. 


Mr Paul Frank, a.c.a., has been ap- 
pointed secretary of Leo Laboratories; he 
retains his position as chief accountant. 


Mr James A. E. Johnson, A.C.A., has 
been appointed financial director of the 
Carlisle-based Robert Todd Group of 
wool companies; he was formerly group 
secretary. 





sponsored by the Variety Club, raised £16,000 
olent Fund, for the dependants of servicemen 


killed in Northern Ireland. In the picture, Mr Tony Harrison, of Harrison & Willis, the accountancy 
appointments consultants, who served on the executive committee organizing the event, is 


presented to Princess Margaret. 
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The Institute of Chartered Accountants in 
England and Wales 


Disciplinary Committee 


Jearing on 23rd January, 1973 


Anthony Onyemauchechi Nwangwu, 
.C.A., of Agricultural Development Cor- 
yoration, Garden Avenue PMB 1024, 
znugu, Nigeria having failed to pay his 
subscription to the Institute within the 
required period 
in that he failed within four months 
of the same becoming due to pay a 
subscription for the year 1972 payable 
by him to the Institute 
Was EXCLUDED FROM MEMBERSHIP. 


Hearings on 20th February, 1973 


1. Kenneth Alfred William Bearman, 

F.C.A., of 112 Bressey Grove, South 

Woodford, London having been found 

guilty by a court of a criminal offence 
in that he on 8th November 1971 
pleaded guilty to or was found guilty 
of two charges of theft as a servant, 
two charges of concurring in the mak- 
ing of false entries in a book of account 
with intent to defraud, two charges 
of theft and one charge of dishonestly 
falsifying a record. | 

was EXCLUDED from membership. 


2. John Robert Price, F.C.A., of 26 
Federal Road, Sandhurst, Sandton, 
Transvaal, South Africa having been 
found guilty by a court of a criminal 
offence 

in that he in August 1972 pleaded guilty 

to or was found guilty of one charge 

of theft and nine charges of fraud 
was EXCLUDED from membership. 


3. Bernard Leslie Hemsley, F.C.A., 
of 38-39 Eccleston Square, London 
SW: having been found guilty of acts 
or defaults discreditable to a member 

(a) in that he without good cause 

failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 6th 
October 1972 by a firm of Solicitors 
acting for a former client of his 

(b) and in that he failed within a 

reasonable time and despite three 
reminder letters to reply to a 
letter addressed to him on 3rd 










JOHN FOORD & 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


November 1972 by the Institute 

concerning a complaint made 

against his professional conduct 
was REPRIMANDED. 


4. George Kennedy Mackay, F.C.A., of 
Masonic Building, Dornoch, Sutherland, 
having been found guilty of an act or 
default discreditable to a member 

in that he without good cause failed 

within a reasonable time and despite 

eight reminder letters to reply to a 

letter addressed to him by the In- 

stitute on 28th June 1972. 

Was REPRIMANDED. 


5. Eric Saunders, A.C.A., of 29 Latimer 
Street, Romsey, Hampshire having been 
found guilty of acts or defaults dis- 
creditable to a member 

(a) in that he without good cause 

failed within a reasonable time to 
reply to the usual professional 
reasons letter sent to him on 3rd 
March 1972 by a firm of account- 
ants in respect of the affairs of a 
client of his 

(b) and in that he without good cause 

failed within a reasonable time to 
reply to a letter addressed to him 
on 27th June 1972 by the Institute 
concerning a complaint made 
against him by a fellow member 

(c) and in that he without good cause 

failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 14th 
September 1972 by a firm of 
accountants 

(d)and in that he without good 

cause failed within a reasonable 
time to reply to a letter addressed 
to him on 31st October 1972 by 
the Institute concerning a complaint 
made against him by a fellow mem- 
ber 

was REPRIMANDED. 


6. A member having been found guilty 
of an act or default discreditable to a 
member 

in that he without good cause and 

despite three reminder letters failed to 
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reply to a letter addressed to him by 

the Institute on 24th October 1972. 
was ADMONISHED but the Committee 
considered that there existed special 
circumstances justifying the omission 
of his name from the publication of the 
Finding and Decision. 


OBITUARY 
John Harry Jones, M.A., LL.D. 


Professor J. H Jones, Emeritus Pro- 
fessor of Leeds University, died recently 
in his g2nd year. He was a regular con- 
tributor to The Accountant for many years 
when he held the Chair of Economics at 
Leeds, from 1919 to 1946, and his gift of 
dealing with complicated questions in a 


clear and readable style was greatly - 


appreciated by our readers. 

His knowledge of industry — parti- 
cularly the coal industry - made him a 
valuable member of a number of govern- 
ment committees of inquiry. His last 
published work, Josiah Stamp: Public 
Servant, appeared in 1964. 


NATIONAL MANAGEMENT 
GAME 


Only 64 teams now remain in the 
National Management Game out of the 
record entry of 820 teams who started the 
first round in January. One hundred and 
forty-one teams went “out of business” at 
the end of the second round last week, 
including last year's national and inter- 
national champions, Essex County Coun- 
cil's Treasurers Department. 

The lead in the “performance rankings' 
has been taken over by the insurance 
companies, with stockbrokers and invest- 
ment trusts dropping to eighth place. 
The Chambers of Commerce, who lay 
second in the ranking at the end of the 
first round, have all been eliminated. 

The 64 remaining teams now contest 
the quarter-finals until May 18th, when 
they will be reduced to 16. The four teams 
who survive the semi-finals will take part 
in the ‘live’ final at Hedsor House, 
Hedsor Park, Buckinghamshire, on Satur- 
day, July 14th. 

The National Management Game is 
sponsored by The Institute of Chartered 
Accountants in England and Wales, 
International Computers Ltd and the 
Financial Times, and the winners receive 


01-402 8361 
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a £500 prize and the title of UK National 
anagement Game Champions 1973. 
The breakdown of 'success rates? (with 

the place held after the first round in 

brackets) is as follows: 


Number 
Per of winning 
cent teams 
1. Insurance companies 31:2 (4) 3s 
2. Nationalized industries 154 (5) 4 
3- Banks and building societies 12:77 (9) 7 
4. Accountants and consultants 11 747) 9 
5. Private entries 8:9(3) 4 
6. Educational bodies 8:3(8) 4 
7. Local and central govern- 
ment £j AP -» 7T1(60 2 
8. Stockbrokers and investment 
trusts hs oe 62 (1) Tr 
9. Industry and commerce .. 5°6 (10) 28 
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CERTIFIED ACCOUNTANTS' 
DISTRICT SOCIETY DIARY 


Forthcoming meetings of district societies 
of The Association of Certified Ac- 
countants are as follows: 


Croydon and District Society 

Monday, May 7th: Annual general meet- 
ing followed by a talk on the 1973 Budget 
Proposals. Speaker: Mr R. A. J. Bowman, 
F.C.C.A. The Greyhound Hotel, Park 
Lane, Croydon, at 8 p.m. 


Kingston and District Society 
Tuesday, April 24th: Annual general 
meeting, followed by a wine and cheese 
party for members and their wives. The 
Bear Hotel, Esher, at 8 p.m. 


April 19th, 1973 


East London and South East Society 
Monday, May 7th: "The Budget 1973’. 
Speaker: Mr K. R. Tingley, F.c.c.a. The 
Cauliflower Hotel, High Road, Seven 
Kings, Ilford, at 7 for 7.30 p.m. 


Southern Society 

Wednesday, April 25th: ‘A Fresh Look 
at Close Companies’. Speaker: Mr K. R. 
Tingley, F.c.c.a. Chairman: Mr F. H. 
Job, F.c.c.a. British Legion County 
Headquarters, 22 Clifton Road, Win- 
chester, at 7 p.m. 

Friday, May 4th: ‘Accounting Recommen- 
dations’. Speaker: Mr D. R. Haywood, 
F.C.C.A. Chairman: Mr N. J. S. Warrington 
F.C.C.A. Farnborough Technical College, 
at 7.30 p.m. 





“Group Accounts' 


Compiled by Kenneth Trickett, F.C.A. 


The clues got mixed up in the computer, but have emerged in groups 
such that in each group the total of the clue numbers (which are printed 
in invisible ink) is the same and the clues appear in descending numerical 
order. Moreover, the order of the groups is such that if (28 — a) is the 
number of the first clue in group A, (28 — b) in group B, (28 — c) in 
group C, etc., then a,bcd,efg,hij is the largest perfect square con- 
taining all the ten digits (1 to 9 and 0) once and once only. 


A. Recipients do not, in Scotland, with politicians (10). 
Position of written laws, ignoring note (6). 


Recollect concerning the shareholder (8). 


B. Indemnifies with regard to exchanges (7). 


Unnecessary formalities to clear up recording material (3, 4). 
Inscribed as no. to of the legal documents? (7). 


C. Bound by contract to vary deed in turn (10). 


Old tax changed into a stoppage (9). 


D. Things done as evidence of legal dispositions (5). 


Content to be paid in full (9). 


Coin used first by kings of primitive eastern countries (5). 


E. Stop to summon in Scotland (4). 


Take risks to misappropriate on Sunday (9). à; 
Strength in the market, pursuing prisoner in cleaner surroundings 


(16, 5). 


F. Managed to finish 1,000 by chance (6). 
Highly valued form of address (4). 
Verified with business house editor (9). 


G. Came into effect by smoothing out 27? (6). 
Scots tax has this variation (8). 
The financier has to surpass it with a catalogue (10). 






FOR C.A. 
EXAM 
PASSES 








AN R.R.C. HOME STUDY COURS 
of postal tuition experience an 
principal Accountancy exams, and also in Bankin 
Appreciation, Costing, G.C.E., Law, 





H. Refuse te admit, as will do badly (8). 


Possibly put a different point on the circle (6). 


Street moneylender of old (7). 


I. Letters and numbers used in addressing small company depots, 


possibly (8). 


(4). 


Enjoyment of a right as an employer (4). 
Statistically unsymmetrical: 50 per cent risk in opposite directions 


J. 0-3 multiplied by 100, in northern England the penalty (5). 
Move in some cost experts on matters of wealth (10). 
Newspaper indicating multiplication (5). 





E provides the simplest answer. Backed by 43 years 
d over 220.000 passes, it assures your success in all the 
2, Book-keeping. Civil Service, Computer 
Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (witbout obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 


The solution will be published next week. 
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Walking in step is fine and dandy, 
but what if one half gets nobbled? : 


Even a stable partnership may be out of enough to take care of a wide variety of differ- 
the running if one partner dies or retires. - ently constituted partnerships, and it aims at | 
[t makes sense, then, that any partner (or the maximum savings in tax and estate duty. | 
director of a private limited company) should Send for full details for yourself or for 
be aware of the Equity & Law Partners' Life your clients. 
Assurance Scheme. 


It sets out to provide adequate capital in 
the right hands at the right time. It's flexible 





Equity & Law Life Assurance Society Limited. Administration: 20 Li ncoln* Inn Fields, London WC2A 3ES. Branches throughout the U.K. 


£6 Noz 


The very new element in business and 
industry today is that information has 

become a marketable commodity. 
. Management is appreciating that “information 
An Outstanding B ook processing’ is associated to development and 
production costs. Information has a ‘price’ as a 

means of fulfilling basic requirements. 
Information is handled through computers. 
But there should be no confusion between the 
notion of a computer and that of the information 

system which it serves. 

Computers can only then be used for results 


when management understands and appreciates 
that the computer and associated equipment are 
merely components of a ‘system’. 


It is the design of the 'system' rather than the 


physical attributes of its components which is 
critical to the structuring of a sound 'information 
Systems design should meet financial pre- 


requisites. Cost effectiveness in management in- 


formation is an attempt to identify the alternatives 
that yield the greater effectiveness in relation to 
the cost incurred. 


Each management information pro- 
gramme, and each computer systems pro- 
ject, uses up resources that could otherwise 
be put to some 'more useful' purpose. With 
computers, management can use cost 











by Prof. Dr Ing. DIMITRIS N. CHORAFAS effectiveness to attack the relevance of 
cost. 

M.E., E.E., M.S.E., Dr Sc. (Math.), P.E. This is what this book is all about. Its aims, and 

Corporate Consultant in Engineering and Management its structure, rest on two pillars: 

Visiting Professor Information Science, Georgia Instítute of Technology (1) An intensive research at the ground floor 


Formerly associated with the University of California, the Catholic University 


of America, and Washington State University of computer usage conducted by the 


author in England, in the United States, in 
Continental Europe, and in Scandinavia. 
(2) A guide for management action in the 
profitable use of computer systems. 
This guide is presented in a factual and docu- 


mented manner. It is based on the multi-national 

ANOTHER research — on the 'successes' and the “failures' 

IMPORTANT ADDITION this research has unveiled, It is constructive and 
x it is action-oriented. 

TO THE GEE'S To help management decision, this book 

WORLD MANA GEMENT -— integrates real experiences into one co- 

SERIES herent, comprehensive picture. The primary 


emphasis is on fundamentals and on what 

management must know to use com- 
puters for results. 

This book is written for managers equipped 

by education and experience for making tough 

decisions. One of the toughest they are faced 

Demy Octavo 148 pages with is that of a thorough preparation in con- 


¿ " b nection with computer usage. The same can be 
Price £2-20 net. £2-36 including stated of the need for reorganization. 


post/packing & VAT ( 2p) UK With computers, high quality performance 

requires complete, forward-looking preparation. 

£2:53 Overseas It is useless to change equipment and carry over 
all the complications of the past. 

The reader should realize that managing 
computers for results is the product of 
advance planning and of minute organiza- 
tion. Such are the hall-marks of success in 
business management. 


Gee & Co (Publishers) Limited The manager, the computer specialist, and the 


general reader will find this lucid volume a 


Publishers of THE ACCOUNTANT welcome companion to their daily task — and to 


their comprehension of how to manage com- 


151 Strand, London WC2R 1JJ puters for results. 
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Slowly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the picture is more than just 
another building. It is the new home of the 
Stock Exchange, 2s seen from the steps of 
the two hundred year old Mansion House. 
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The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of 
converting them into the printed page, for books on every conceivable subject, periodicals, 


reports and accounts, catalogues and directories. 
London 


Sta les Rochester 
Printing StAlbans 


Kettering 
Woking 





STAPLES PRINTING GROUP 


94 Wigmore Street London W1H OBR G rou 
01-935 0665 
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Accountants Support Tax Credits ' 


TE publication a little over six months ago of the 
Proposals for a Tax Credit System (Cmnd 5116) has 
ziven rise to intensive study of the pros and cons of 
integration of personal income tax with social security 
benefits. A Parliamentary Select Committee has received 
volumes of evidence from the Department of Health and 
Social Security, the Board of Inland Revenue, the Inland 
Revenue Staff Federation, the Association of HM Inspectors 
of Taxes, and other interested parties. The most thoughtful 
and far-reaching observations which we have yet seen are 
those now published on behalf of four major accountancy 
bodies in Great Britain. 


They have borne in mind the plan contained in Strategy 
for Pensions (Cmnd 4755) whereby the basic rate of tax (now 
30 per cent) in the range £8 to £96 will be increased by 
5:25 percentage points for more than half that range by 
way of insurance contributions. The threshold of £8 is 
criticized because individuals whose income falls below that 
level are anyhow to be retained in the scheme until the end 
of the tax year, and if inclusion was universal for all earners 
the credits taken up would replace to some extent the need 
for supplementary benefits. Moreover, the short-term sick 
are expected to continue to receive credits from their 
employers for at least six weeks and the Department of 
Health and Social Security would assume this responsibility 
(in conjunction with payments of taxable sickness benefit) 
only where the employer did not continue sick pay for 
longer periods. 

Those employers with a high proportion of low paid 
workers would be out of pocket because credits would 
exceed tax deductions. The accountants suggest advance 
reimbursement, but the Inland Revenue Staff Federation 
say it would be “extremely convenient' to employers to be 
able to subsidise credits from other monies accountable. 
We feel the long-standing distinction between corporation 
tax and payroll tax should be preserved and that the tax- 
credit scheme should be neutral in its impact on different 
types of employer. 


Considerable attention is given to the position of tax- 


payers with dependent children abroad. Both inspectors and 
Revenue staff are scathing in their condemnation of the 
extensive abuse in the way of false claims, so that a solution 
confining benefit payments to children residing only in the 
United Kingdom seems to be on the cards. 'This may not be 
unjust in the context of the remittance basis of assessment 
for foreigners working here. However, the possible differ- 
ential level of credits for children of different ages and their 
division between husband and wife are matters of general 
concern. 

The accountants sensibly suggest that credits be paid 
direct to children over the age of 18. We think that this 
point could be relevant in the context of the existing 
educational grant system which denies payment in full to 
young adults whose parents enjoy above-average incomes, 
without regard to the actual support accorded. 

This is perhaps one aspect of the whole problem of 
family relationships which in the end may demand recog- 
nition; that each individual is entitled to have his require- 
ments assessed and paid irrespective of his ties by marriage 
or dependence. Such an approach would avoid the problems 
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of policing the lower scale of benefit applicable to a married 
couple. More generally, the accountants have spotlighted 
many anomalies that would disappear with individual 
equality, such as those which stem from an unconventional 
pattern of earning power. 

The need to keep records on an annual basis will remain, 
although only some taxpayers will be the subject of year-end 
adjustments. 'l'heir repayments will probably not catch up 
with current over-deductions. There seems to be general 
agreement on the hardships likely to follow from exclusion 
of disability payments, and to avoid delay these should all be 
included by various means. There is definite need to con- 
sider further the position of directors and self-employed 
persons, so that special circumstances are properly catered 
for in advance. 

‘The most striking feature of the observations lies in the 
accountants profound concern with problems of the 


Links Without Chains 


RY 1971, 13 million ‘linked life assurance policies’, had 

been issued, and over three-quarters of these were 
still in force. Nearly £200 million per annum was being paid 
in premiums. At the end of 1970, the funds accumulated 
for such policies amounted to over £300 million. Clearly, 
up-to-date figures would be larger. 

Even so, it is unlikely that, by the end of 1971, the funds 
for these policies represented more than 3 per cent of the 
total funds of life assurance companies — nearly £15,000 
million — or the premium income more than one-eighth of 
that for all life assurance business. These figures, largely 
drawn from the report of Sir Hilary Scott’s Committee 
published last week, help to put this much-advertised 
business in perspective. A commercial survey, quoted by 
the committee, showed that less than 1 per cent of persons 
interviewed held a linked policy, compared with 32 and 21 
per cent, respectively, who held with-profits endowment 
and whole-life assurance policies. 

The committee had been asked to advise on the adequacy 


. of statutory protection afforded to ‘linked life assurance’ 


policyholders. It received ‘no firm evidence of widespread 
malpractice and little evidence of individual instances of 
malpractice’, and formed the opinion that companies issuing 
such policies ‘are anxious to transact their business in a 
responsible and reputable fashion’. Nevertheless, it makes 
positive recommendations in several areas. 

Perhaps the one which will arouse the widest controversy 
is that a company should be obliged to issue to a prospective 


policyholder, whether or not he has paid a premium, a 


statutory notice describing in purely factual terms the 
leading features of the policy and offering a ‘cooling off 
period’ of ten days during which cancellation and refund 
of any premium paid would be possible. Otherwise, none of 
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‘poverty trap’ and marginal rates of disadvantage of the 
order ef roo per cent or above — a phenomenon which 
repeats itself distressingly at the level of income where the 
poorest begin to emerge from the ‘trap’. These rates be- 
devil beth the tax and the social security systems. Although 
exceptional, when they do apply they hurt, they are a 
disincentive, and they are anomalous. 

The tax credit scheme does tend to lower some marginal 
rates, but the accountants draw attention to the pension 
stop which can produce 100 per cent loss. The provision 
by the state of a minimum financial income, allied to free 
access to certain special facilities for families, means that to 
escape from assistance the head of the household has to 
obtain a jump in earnings before he can begin to retain for 
his own enjoyment the increment derived from his personal 
exertions. This problem has hitherto proved intractable, 
nor does the tax-credit system offer any easy answer. 


the recommendations would have any direct impact on the 


public. 
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The committee rejects any system of licensing of brokers, 


agents and other salesmen. It rightly says that a partially 
effective system would give the illusion of protection and an 
apparent seal of approval to licensed intermediaries — the 
criticism that has been levelled in these columns, in relation 
to insurance companies, at the Bill now before Parliament. 
The committee considers that a life company should accept 
responsibility for those who sell its policies; it does not, 
however, recommend that this should become a statutory 
responsibility. 

On the forms of asset to which linking should be allowed, 
the committee says that they should be such that “it is poss- 
ible to obtain a generally acceptable and reasonably reliable 
market value', and that periodical valuation of the assets 
should be by an independent professional valuer. It 
recommends that the Department of Trade and Industry 
should draw up a list of the types of asset which satisfy its 
own none-too-precise criterion. 

Despite the lack of evidence of malpractice, the com- 
mittee makes a number of recommendations as to the 
powers of the D'TT, some of which show resemblance to 
provisions in the Insurance Companies Bill. Even though 
it recognizes that a full valuation of a life company's 
liabilities is likely to take some weeks, it urges strongly the 
withdrawal from a company of its statutory right to receive 
a month's notice (and to make representations meanwhile), 
in the event of the proposed imposition of a restriction by 
the D'TI which, as the committee says, would debar it from 
taking on new business or renewing existing contracts’. 
As the Bill shows, this was too much even for the DTI. 

The committee refers at some length to the role of the 
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ctuary in helping to maintain the financial stability of life 
ompanies. It makes several recommendations for more 
losely defining his responsibilities in regard to the suit- 
bility of the assets to meet the liabilities of the company he 
; valuing, and to the provision made for meeting guarantees 
f minimum benefits and for potential tax liability on 
apital gains on investments. While it distinguishes the 
osition of the actuary from that of an auditor, it says that 
e ‘has come to be regarded as a watchdog for the policy- 
olders' as well as having a duty to the company concerned. 
t also describes as a safeguard to the investor the actuary’s 
freedom to approach the Government Actuary or the DTI 


t any time’. 


The committee says virtually nothing about guarantees of 
ninimum benefits and does not discuss from what source 
hese would be met if, due to a severe slump in the value 
f the assets to which policies are linked, the guarantees 
‘ame into operation. It turns down a suggestion that the 
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prospective policyholder should be told the amount of 
commission that the salesman would receive: it thinks that 
the best safeguard is that 'the prospective policyholder 
should know how much of his premium would be used for 
investment and how much for other purposes’ — which 
incidentally include the cost of guarantees and life 


Perhaps the oddest thing about the report is the circum- 
stances of its publication. The Insurance Companies Bill, 
which the committee sees as covering some of its recom- 
mendations, has now completed its passage through the 
House of Lords. Some delay in the issue of the report may 


be attributable to recent dislocation in the Stationery Office. 


'The report itself is dated March 19th; the Bill came up 
for report on March 22nd. The rough passage that it had 
had earlier may have given the committee grounds for 
second thoughts in regard to some recommendations to 
which it might otherwise have subscribed. 





First Direct Elections 


to ICA Council 


Hore already expressed, by Mr 
-1H. O. H. Coulson, F.C.A., and Mr 
K. A. Sherwood, F.C.A., among others, 
for meaningful, contested elections to 
membership of the Council of The 
Institute of Chartered Accountants in 
England and Wales have been realized 
in only five of the Institute’s 17 
district society areas. hese elections, 
the first to be held under the new 
procedure approved by members at 
last September’s special meeting of the 
Institute, are being held in conjunction 
with the annual meetings of the 
district societies concerned. 

As anticipated, the largest number 
of nominations came from the London 
area, where 15 candidates are con- 
testing nine seats. Contested elections 
are also taking place in the Birming- 
ham and West Midlands; Manchester; 
Southern, and South Eastern areas. 
Among candidates seeking re-election 
in contested seats are two Past- 
Presidents of the Institute — Sir Henry 
Benson, G.B.E., F.C.A., in London, and 
Mr A. H. Walton, F.c.a., in Man- 
chester. 

In addition to a total of 28 con- 
tested candidatures, eight members 
were returned unopposed, as the only 
nominations in their respective areas — 
one each from Beds, Bucks and Herts; 
East Anglia; Leeds, Bradford and 


District; Liverpool; Northern; Shef- 
field; South Wales and Monmouth- 
shire; and the West of England. 
Details of all 36 candidates are featured 
on other pages of this issue. No elec- 
tions are being held this year in the 
Hull, East Yorkshire and Lincoln- 
shire; Leicestershire and Northamp- 
tonshire; North Western, and Notting- 
ham areas. 


Two well-known members of 
Council who retire this year and will 
not be seeking re-election are Mr 
D. A. Clarke, LL.B., F.C.A., of London, 
and Mr J. C. Montgomery Williams, 
F.C.A., of Swansea. Mr Clarke, senior 
partner of Pannell Fitzpatrick & Co, 
is “Father” of the present Council, to 
which he was first elected in 1953. 

It remains to be seen whether these 
elections — designed as part of a pro- 
gramme to encourage closer parti- 
cipation by members in Institute 
affairs — will result in the disappear- 
ance of other familiar faces. 





Trading through a Trust 


HE circumstances in Ransom v. 

Higgs (so ATC 532) and its as- 
sociated cases were of extreme com- 
plexity. There were the Higgs com- 
panies which carried on land dealing 
or development and there were other 
companies in which neither Mr Higgs 
nor his wife had an interest, direct 
or indirect. Mrs Higgs owned a 9o 
per cent interest in a partnership 
which bought land from Higgs com- 
panies at a substantial undervalue and 
she settled that interest in trust for her 
family. The trustees obtained £170,000 
from selling that interest to non-Higgs 
companies, and this figure seems to 
have represented the profit element in 
a situation which was crystallized by a 
development undertaken by Higgs 
companies for the non-Higgs com- 


panies who did little more than 
recover their outlay. 

The Special Commissioners con- 
cluded that Mr Higgs engaged in an 
adventure in the nature of trade in 
exploiting the properties through the 
medium of the Higgs companies, but 
left open the question as to what 
profit had emerged from the operation 
as a whole. In the Chancery Division, 
Mr Justice Megarry decided that the 
£170,000 to which the trustees were 
entitled represented the measure of 
the assessment required on Mr Higgs. 

These conclusions were endorsed 
by the Court of Appeal last week 
except that the assessment was made 
to end up with the trustees as the 
persons legally entitled to the 
£170,000. Roskill, LJ, said that the 
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acts of the companies were forced on 
them by Mr Higgs. Everyone con- 
cerned had acted at his behest — it 
was his personal action under pro- 
fessional advice which had enabled the 
assets of the companies to be ex- 
ploited. The reality of the transactions 
which shone through was that the 
profit of £170,000 was to be taken at 
the particular point in the trans- 
actions which best suited Mr Higgs. 

The importance of this case appears 
from the fact that leave has been 
granted to appeal to the House of 
Lords. 


New Thoughts on 
National Savings 


pom to the Trustee Savings 
Banks to make personal loans — 
previously sought by the TSBs them- 
selves, although discountenanced by 
the Government (The Accountant, 
March 11th, 1971) — are likely to be 
one of the principal recommendations 
of the Page committee, whose report 
on reform of the National Savings 
movement was awaited as The 
Accountant went to press. Trustee 
Savings Bank funds represent, in 
terms of hard cash, approximately 
one-third of all forms of national 
savings. 

The report of this committee — 
set up in 1971 under the chairmanship 
of Sir Harry Page, M.A.(ADMIN.), 
F.I.M.T.A., a Past-President of The 
Institute of Municipal Treasurers and 
Accountants — was printed last week, 
although general publication was de- 
ferred to allow Government Ministers 
more opportunity to study it over the 
Easter week-end. Other proposals 
designed to improve the National 
Savings ‘image’, and to dispel the 
popular impression that saving with 
Post Office offers no effective safeguard 
against inflation, are likely to include 
an equity participation scheme, a cost- 
of-living linked bond, and restructur- 
ing of the present tax relief arrange- 
ments for the benefit of small savers. 

Sir Harry reacted angrily to sug- 
gestions that publication might have 
been delayed because it favoured 
winding up the National Savings 
movement as being a waste of time and 
effort. The report, he said, was very 
thorough-going and represented a 
great deal of work on the part of the 
committee; if Ministers wanted more 
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time in which to study it, then that was 
a matter for satisfaction. Official 
reaction to the report has been aimed 


A Sees 
Pt. ux xu ae: coa 


Association's Irish Region 


ERE EUR 





E " 


IATA TIESTO 
be "2E i s 1 


April 26th, 1973 


at ending popular speculation that 
National Savings might in fact be 
wound up. 


^ 





Secretary. The newly-appointed Secretary of The Association of 


Certified Accountants’ Irish Region (The Accountant, February 15th) is Mr Enda Ryan, B.Comm., 
a former staff captain of the Irish Army, who has served with the United Nations forces in the 


Congo and in Cyprus. 


Pictured with Mr Ryan (second left) are (from left) Mr H. D. Mooney, F.C.C.A., chairman 
of the Irish Region executive committee, and two Irish members of the Association's Council — 
Mr A. A. Pakenham-Walsh, M.A., F.C.C.A., and Mr M. J. Sheahan, F.C.C.A. 





Accountancy Lecturers Reply to 
Professor Solomons 


EDUCTION of the number of 

recognized accountancy bodies 
from the present six to a maximum of 
two or three is recommended by the 
Association of Lecturers in Account- 
ancy in the course of their report to 
the Solomons long-range inquiry. 
In particular, ALIA sees no academic 
or professional reason against bringing 
the three chartered Institutes together. 
It also favours a foundation “common 
body of knowledge' in such subjects 
as accounting aims, theory and 
methods; behavioural studies; econ- 
omics; law; organizational structures; 
and statistical and mathematical 
methods, with provision for subse- 
quent specialization ; the accountant, it 
is said, “ought to undertake further 
education and training with facility 
for reciprocal movement’. 

ALIA finds itself far from convinced 
of the merits of the present system of 
practical experience and examinations, 
pointing out that experience and 
training are not synonymous, and that 


a formal training contract 'achieves 
very little other than evidence of 
having served in a particular job’. 
This might be alleviated by rigorous 
vetting of the trainers, and by a viva 
voce examination prior to final quali- 
fication, on the basis of the student's 
training record. 

Failings of the present examination 
structure are said to include emphasis 
on rote-learning rather than under- 
standing; lack of uniformity in “re- 
ferring' candidates; and a risk of 
over-examination. The report, how- 
ever, does not comment upon the un- 
doubted fact that those accountancy 
bodies not requiring a formal training 
contract have for years shown a 
significantly higher wastage rate 
between student registration and final 
qualification. 

Post-qualifying education is seen 
as “obviously desirable and necessary’ 
in updating professional knowledge 
to take account of new developments 
and techniques; the ambitious will 
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eek it anyway, and professional 
yodies should encourage and make 
rovision for it. The ALIA report was 
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present administered by local authori- 
ties; in the view of the working party, 
this would be feasible ‘within ac- 








widently drafted prior to publication ceptable cost limits”. EN 
f the English Institute's recent pro- à The working party is particularl E 
»osals for fellowship by ANAAO IMTA Review of anxious that KE RAe ts ees 1 
The Accountant, March 8th) which Negative Tax posals are not seen as a preliminary AC 
ire not considered; it sees post- ARES tna proposals for move towards a fully comprehensive dd 
jualifying education in the form of a negative income tax system benefit and tax system, arguing that Si 
ither post-graduate diplomas or are put forward this month by a they may indeed ultimately prevent A 
nasters' degrees. working party of The Institute of the adoption of such a system. is A 
Municipal Treasurers and Account- A 
Exposure Drafts Reach = led by Mr & K. Lacey, ^^» University Honour 4 
: F.I.M.T.A., Borough ‘Treasurer of Y 
Double Figures Merthyr Tydfil and a member of the for Professor Chambers 3 
WO further exposure drafts in the — Institute's Council. These proposals aspis University has conferred 23 
programme of the Accounting cover a noticeably wider field than the degree of D.Sc.(Econ.) on 24 
Standards Steering Committee - ED10 does the Government's Green Paper Professor R. J. Chambers, Professor x 
Accounting for VAT and ED11 Ac- (Cmnd 5116, The Accountant, October of Accounting in the university, in a 
:ounting for Deferred Taxation — have — 12th, 1972). recognition of his book Accounting, x 
row received the committee's final The IMTA makes the point that Evaluation and Economic Behaviour. 4 
ipproval and will be available shortly, the Green Paper, in essence, does not Professor Chambers' work, it was said * 
Both will be reproduced, with editorial propose a true negative income tax at the degree ceremony on April 14th, zi 
comment, in The Accountant next system and does not provide for the was an outstanding contribution to 3 
week. tax credit system to embrace benefits accounting theory and had secured his V 
In the course of his recent address other than direct social security bene- reputation as one of the world's fore- e 
‘reproduced on other pages of this fits. The earliest possible opportunity, most scholars in this field. ae 
issue) to London University’s Anglo- it is claimed, should be taken to From his analysis of accounting $ 
American conference on "Trends in establish a comprehensive system methods, reorganizations, frauds and a? 
Investor Protection’, Sir Ronald Leach, which would assimilate a wide variety company failures over many years in ge 
C.B.E, F.C.A., the ASSC's chairman, of means-tested benefits, including Britain, the USA and Australia, Pro- X 
was careful to confirm that exposure the rent and rates rebate schemes at fessor Chambers concludes that ac- iS 
drafts were not issued unless they A 
commanded ‘virtual unanimity’ within $4 
the committee. Though the ASSC E 
constitution provided for papers to be d 
issued on the strength of two-thirds Th 
majority, experience had suggested 3 
that any draft commanding this mini- a 
mum level of support was 'likely to Y 
encounter rough weather in public”. ES 
The two latest exposure drafts will S 
be generally available from the English Je 
Institute’s publications department at SE 
Chartered Accountants’ Hall from N 
May 3rd; EDro at 15p and EDrr at : 
TP = 
ig? 
New Appointment x 
to Price Commission x 
NOTHER accountant has been» WA 
appointed to part-time member- ; $ 
WP hor Pie PS vidue ICMA Secretary HORA. The President and Cotnall ATAR Institute of Cost and 3 
under HIC provans of the Contes Management Accountants recently entertained the Institute's retiring Secretary, Mr M. H. Y^ 
Inflation Act 1973. He is Mr Barry Walters, C.B.E., to dinner at the Caledonian Club. Presenting him with an antique silver rose e 
Petch, F.C.A., finance director of IBM bowl and salver, the President, Mr A. W. Howitt, M.A., F.C.A., F.C.M.A., J.Dip.M.A., spoke of 
(UK) Ltd. Mr Walters' valuable work in developing the Institute's technical and administrative services. T 


Responding, Mr Walters described the Secretaryship as a way of life rather than a job, and 
thanked his wife for her enormous help to him in this capacity. 

In the photograph, Mr Walters acknowledges the gift, with (/eft) Past-President, Mr S. E. 
Woods, F.C.M.A., F.C.C.A., F.C.I.S., (right) the President, and Dr J, M, S. Risk, B.Com., C.A., 
F.C.M.A., J.Dip.M.A., Immediate Past- President. 


Earlier appointments to the Com- 
mission, including the name of Mr 
A. W. Howitt, M.A., F.C.A., F.C.M.A., 
J.DIP.M.A., President of the Institute of 


562 


counting practices based on historical 
cost are seriously defective in appli- 
cation to valuation of assets and the 
measurement of income. His concept 
of accounting principles based on 
continuously contemporary selling 
price data is claimed to be both 
rigorous and revolutionary. 

A series of six articles by Professor 
Chambers on methods of accounting, 
and including the topic of con- 
tinuously contemporary accounting, 
was published in The Accountant 
between February 26th and April 
3oth, 1970. His latest book, Securities 


f THE K s HRAN UNE 
ACCOUNTANT 
and Obscurities, is to be published 


next month. 


Membership of 
Australian Institute 


EMBERSHIP of The Institute 

of Chartered Accountants in 
Australia, according to its recently- 
published Annual List of Members, 
1973 passed the 6,000 mark in 1971- 
72, and stood at 6,317 — 2,402 fellows 
and 3,915 associates — at June 3oth, 
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1972. Of this total, 3,188 (or just 
over half) were in practice as prin- 
cipals; 1,439 were employed in pro- 
fessional practices and 1,690 were 
recorded as ‘not in practice’. 

About three-quarters of the In- 
stitute’s total membership is con- 
centrated in the commercial and 
industrial areas of New South Wales 
and Victoria; by contrast, Tasmania 
has only 113 members, and South 
Australia and West Australia less than 
400 each. There were also 406 mem- 
bers of the Institute registered over- 
seas. 
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THIS IS MY LIFE 


Fair Shares for All 


by An Industrious Accountant 


poe through the board meeting, item 7 of our 
agenda — directors’ remuneration — was under con- 
sideration. Contrary to general opinion among the ignorant, 
this delicate topic is normally treated with casual comment 
and aloof allusion. Neither sordid bargaining nor irres- 
ponsible greed have ever sullied the chaste white sheets of 
our minute-book; the horse-trading is done off-stage. 

On this occasion, however, our escutcheon was smirched 
for ever. Prinny had forgotten (or so he said) to include 
a certain valuable benefit in kind on his tax return and the 
. Revenue Commissioners had written him a stinker of a 
letter. ‘Vultures’, he said indignantly, and ‘bloodsuckers’ — 
and claimed a substantial all-round salary increase to 
even the score. 

The directors nodded sympathetically, adding some 
slanderous references to Revenue pedigrees. Personally, 
I concurred heartily. I’ve recently got rather raw treatment 
from a certain Commissioner who insisted on the letter 
of the law rather than the spirit, and my lifelong respect 
for the department's sense of justice has been shaken. 

The new chairman shot down the plea. ‘More pay, 
more tax”, he said succinctly, going on to suggest calmly 
an acceptable alternative. What about company loans at 
minimum interest to enable members to finance share 
purchases? In France, where he'd worked recently, 80 
per cent of companies offered such facilities. 

Eyes lit up and questions were posed eagerly. He passed 
the queries on legal powers over to me, and I said briskly 
it was routine procedure, just a matter of suitably-worded 
resolutions. This satisfied them, though in fact I couldn't 
remember offhand whether such schemes needed share- 


holders' approval; but the chairman didn't press it, and 
they turned to the fringe benefit angle. 

Always a problem of avoiding capital gains tax, de- 
pending on dates of profit realisations', I explained with 
my best expression of worried wisdom, the one I use when 
I'm really cornered. Avoidance of taxation is always dear 
to directorial hearts, however, so they listened deferen- 
tialy; and I promised to check final details with the 
auditors and to report back to-morrow. 

They scribbled little sums on their papers, based on 
one per cent interest and fifteen years' payback, and 
muttered happily ‘liquidity’ and ‘inflation hedges’. Prinny 
beamed broadly and handed round cigars. Remembering 
that he always charged such luxuries to ‘office expenses’, I 
asked the chairman whether ‘members’ included directors 
only. 

There was an awful silence. Brows beetled, pencils were 
lowered, cheeks flushed. Then Prinny squeaked faintly 
D'you mean ordinary staff’? and the deputy-c growled 
‘Imagine the AGM swamped with that mob heckling and 
shouting questions’! For a grim moment he saw the red- 
capped sans-culottes storming through the doorway, pikes 
in hand. 

The chairman hastened to point out that surely employees 
were free to buy shares on the open market if they wanted 
to, but the spell was broken, and we proceeded glumly 
to item 8 — imputation tax. 
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These two volumes comprise the most 
comprehensive work yet offered to the public 
on VAT in all its aspects as applied in the 
United Kingdom and in the European 
Community. 

Douglas Willson, until 1971 the Solicitor 
for Customs & Excise in charge of the legal 
work culminating in the drafting of the 
material parts of the Finance Act 1972. 

Hugh Mainprice, a member of the Bar and 
previously Senior Legal Assistant in the 
Customs & Excise, worked. upon the 
Finance Bill and is the author of a number of 
successful VAT publications. 


Strength is added to the production by the 
work of Eugene Gomeche, an Accountant 
and Taxation Advisor to the C.B.I. 

A total within two volumes, of over 760 
pages, fully referenced, indexed and contain- 
ing all the statutory instruments fully anno- 
tated, stating the Law as at Ist April, 1973. 

The complete work on the subject of VAT. 
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Liquidator's Dilemma 
ROCEEDS of assets of a farmers’ 


co-operative, purchased with the 
id of Ministry of Agriculture grants, 
were not to be distributed without 
he consent of the Minister of Agricul- 
ure or order of the Court, a liquidator 
was told last week. Mr D. A. P. Gould, 
MLA., F.C.A., of Norwich, had applied 
for directions in the case of Suffolk 
Vegetables Ltd, in voluntary liquida- 
tion since March 1971. 

The company, Mr Justice 
Templeman was told, had received 
[21,000 under the terms of the 
Agricultural and Horticultural Scheme 
1967, and a further {£20,000 ‘in a 
manner analogous to grants', subject 
to the conditions that buildings and 
fixed plant should continue to be 
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owned by the company for at least 
five years and movable plant for three 
years. Whilst it was conceded that the 
Minister of Agriculture could not 
stop the liquidator from selling the 
assets, the Court suggested that this 
might not be in the creditors' interest. 


Back Duty Arrears 
p a significant improve- 


ment over the years 1971-72, 
the number of prospective back duty 
cases ‘listed for inquiry’ but not 
commenced by the Inland Revenue 
at the end of 1972 — 49,961 — was more 
than four times the corresponding 
figure for 1965. The 1972 total, it is 
stated, comprised 24,014 “major” and 
25,847 ‘minor’ cases. 
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These figures were given by Mr 
John Nott, Treasury Minister of 
State, in a recent written answer to 
Mr David Steel, m.P. (Roxburgh, 
Selkirk and Peebles, Lib.) who had 
asked for 'the number of investiga- 
tions into back duty which have been 
deferred through pressure of work for 
each year since 1964’. 

Though Mr Nott was careful to 
point out that the records did not 
identify cases specifically deferred 
because of pressure of work, it is 
noticeable that the number of cases 
not commenced leapt from 12,485 to 
64,629 over the years 1965-67. Mem- 
bers of the profession will have no 
difficulty in relating these figures to 
their own experience in the intro- 
duction of corporation tax and capital 
gains tax. 
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Software Services for 


Accountants 


by HARVEY SPITTLE, F.C.A., Consultant, Logica Ltd 


Software services for accountants have been developed in two entirely separate 
categories, one specifically for practitioners and the other for accountants in industry or 
commerce. This article examines the use of 'package' systems for routine accounting 


operations, audit, and information retrieval. 


ACCRUE it is true that the overwhelming majority 
of ‘accounting’ software will have been designed to solve 
specific problems for a known user, it is obvious that 
knowledge of these computer systems will be limited to 
those directly concerned with their design or implementa- 
tion and for this reason it is more practical to discuss 
systems designed on the ‘package’ principle. 


Definition 
In investigating software developed for accountants in 
industry a major point of definition becomes apparent. 
Should this be limited to computer programs designed 
specifically to provide assistance for accountants or should 
this include all work of an accounting nature? If the 
entire accounting function of a commercial organization 
is considered, there is a bewildering choice of general 
purpose software available, falling into categories roughly 
corresponding to accounting departments in an organiza- 
tion, such as purchase ledger, sales ledger, payroll or 
costing. 

This type of package computer system is designed on the 
principle that the variations in, say, purchase ledger 
systems between companies must be in matters of detail 


oM 





only. One would, normally, expect to have to amend 
certain of an organization's internal procedures to ac- 
commodate a standard package, but the extent to which 
individual pecularities or special techniques can be ac- 
commodated, with the minimum of program alteration, is 
often quite remarkable. 

Taking the sales ledger as an example of a typical 
package, there are two main types generally available: 
the more usual open-ended ledger system, which retains 
invoice transactions on the main ledger file until cleared 
(although this method entails more manual intervention in 
the allocation of cash receipts to specific invoices); and the 
alternative system operating on a monthly brought forward 
account balance, which obviates the necessity to allocate 
receipts specifically, but which is far more difficult to 
reconcile in the event of a dispute. 

The central section of either method involves main- 
tenance of the sales ledger, posting to the ledger of invoices, 
credit notes, cash and journal transfers, and production of 
customer statements on a regular monthly basis. ‘These 
tasks would normally justify the use of the particular 
package chosen, but the real benefit becomes apparent with 
the additional information which most systems provide. 
Sales analyses by product, sales area or salesman, often 






n 
- 4 


io 


11% 


M 


"p 


> 


A 
ndn 


ASA 
ue 


Te 
J 


M 
hal Uv ac. 
^w: 

Tro * a 
he hi ^P 
Fia uf 


a oe 
Hs 


E 
1a C^ ^E 


o cel er a 


E eo: 
AA itis ET] 


= 


Ses 
uid ^ dd 


CR 


> " x 
A E 


Y yo 


a 
Wd cri ee 
px Soe Sy: 
Sy PERA, 


n Ki 
Sh RA Nen 
ALORS E aE a 


E 
Y 


"Msi * 


¿sab Mo 
asa’ 


3 


Lr 


bs ALT M ^ 
ES. 
ir 


aA ashi sh 
= A E 


EE 


Et EU F Bh > > y I T "nex wi zi - 
TETRIS 


564 






incorporating comparisons with previous periods, would 
normally be provided as a regular weekly, monthly or 
periodic report. These analyses could be by any item for 
which it is possible to allocate codes on the invoice. 

Packages can be used in two main ways. It is possible 
to purchase or rent the programs and documentation from 
a software house or computer bureau to be run on a user's 
own computer installation. Alternatively — and perhaps the 
more common way, particularly with payroll packages — is 
to negotiate a contract where a computer bureau will supply 
and operate the systems to meet the user's operational 
schedules. 

In this case, the computer operating charges, based on a 
fixed rate per employee or per posting, would include a 
proportion for the recovery of the package development 
cost. This latter method is often used by a firm embarking 
on computer processing of accounting data for the first 
time, allowing a leisurely and cautious approach to data 
processing problems without the tremendous overheads 
inherent in installing an in-house configuration. 

Consideration of the other aspect of software services 
for the industrial accountant brings out the point that 
specialized computer programs for the accountant, rather 
than for an accounting department, are virtually non- 
existent. At first this seems unusual, but after a more 
detailed examination of the type of work performed by, 
say, the chief accountant of an organization, it becomes 
apparent that this is not really suitable for computer auto- 
mation. With the possible exception of cash flow calcula- 
tions, there is hardly any work of a routine or high-volume 
nature which could justify the cost of developing a suite 
of programs. This is not altogether surprising; there would 
be little point in employing a high-qualified specialist to 
perform work of a routine nature. 


Computer audits 
The very fact of computerization itself has caused the 


` development of special software services for practising 


accountants. This is not to imply that this side of 
accountancy work is any more routine or inflexible 
than industrial accountancy, but rather that the audit 
of computerized systems has caused the need for new 
techniques. 

There are two basic reasons for using a computer to 
assist with the audit of a data processing system. The first, 
and rather negative approach, is caused bv the apparent 
loss of visible records. It will often be the case that, al- 
though the system of internal control is adequate and 
operated conscientiously, with all source documents and 
copies of output data filed and available for examination, 
much of the information making up ledger or stock balances 
may only be found on computer back-up storage, magnetic 
tape or disc. It therefore becomes essential to use computer 
techniques to interrogate these back-up files, in order to 
prove balance lists and totals purporting to represent 
values within the files. 

The more positive approach to a computer audit is to use 
the power of the computer to extend the range and volume 
of tests beyond those normally possible within the limita- 
tions of time and staff availability. The computer can be 
programmed to isolate specific conditions within a file of 
data records — to check calculations of stock values, for 
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instance — or merely to print out all or selected sections of 
the data. 

Although it is obvious that there are many advantages to 
be gained from enlisting the help of the computer, the 
practical difficulties must often appear daunting. Computer 
programming is a skilled and, depending on the type of 
computer and languages used, often highly specialized job, 
normally falling outside the experience of audit staff. Even 
for the larger accountancy firms, who maintain specialized 
computer audit departments and who expect to have the 
necessary expertise available, the time and cost of develop- 
ing a special program for each major file for each client 
using data processing methods would be prohibitive. 

It is to meet these practical difficulties that computer 
audit packages have been developed. The basic design 
approach has been to specify and write a series of com- 
puter programs with the capability of reading any type of 
back-up file on any make or model of computer and of 
performing a limited range of functions to satisfy an 
auditor's requirements. 


Retrieval systems 


The vast majority of packages have been developed with the 
specific purpose of auditing as the major objective, but it is 
interesting that certain of the more generalized information 
retrieval systems and packages have also been marketed 
with this use in mind. The essential requirements of any 
package to be used for audit purposes, whether designed 
specifically for this use or not, must be: 
(1) availability for any type of computer; 
(ii) it should be able to access any type of file, however 
organized ; 
(ii) it should perform a full range of sampling, extraction, 
matching, sorting or arithmetic operations; and 
(1v) it should be simple to use by non-specialists. 


The suppliers of each audit package would no doubt 
claim that their particular package met these specifications 
admirably, but it must be appreciated that they are in some 
instances contradictory. It seems on detailed examination 
of many of the packages available in this country that the 
more versatile the package, in terms of file organization and 
storage media, the more complex it becomes for non- 
specialists; and conversely, that systems which are simple 
to specify and use can be seen to differ from genuine audit 
packages. They are incredibly versatile in file-handling 
techniques, but require programming capability to derive 
any real benefit from this versatility. 

During the early days of commercial computer systems, 
accounting files were normally fairly simple in design, 
employing fixed formats with fixed lengths of data fields. 
As systems become increasingly complex, and particularly 
with the advent of database concepts where an accounting 
file in the old sense may have largely disappeared to be 
incorporated within the database itself, versatility of file- 
handling is beginning to override simplicity as the main 
requirement of the audit package. In many cases specialized 
retrieval programs are having to be designed concurrently 
with the main system design. 

Although software services are available for accountants 
both in industry and in practice, the widest use is still in the 
provision of packages for routine book-keeping and 
ancillary functions. 
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The Role of the Accountant 


Independence and Accounting Standards 


by SIR RONALD LEACH, C.B.E., F.C.A. 


Independent audit of the accounts submitted periodically by directors to shareholders 
is an essential factor in investor protection. It is equally important that the accounts 
should be prepared on generally accepted accounting principles and should be as 


UDIT of the accounts of all limited companies, public and 

private, in the UK is compulsory under our Companies 
Acts. The choice of auditors is limited to members of the three 
Chartered Institutes or of the Association of Certified Account- 
ants, plus such few other individuals as the DTI may license. 
“Independence” is not as clearly defined as in the USA; the 
principal restriction is that the auditor or his partner may not 
act as a director. The larger firms of auditors also restrict 
personal investment in client companies by their partners (in- 
cluding wives) and employees; I believe that my Institute 
must support a general restriction of this nature on our 
members before too long. 


Appointment of auditors 


Auditors are appointed under the Companies Acts to report to 
shareholders annually; there are few cases of auditors being 
chosen directly by shareholders, and the recommendations of 
the directors usually prevail. However, the system largely pre- 
vents a change of auditors if their actions are unpalatable to the 
directors, since the sitting auditor has the right to explain his 
position to shareholders. Further, under the code of conduct 
accepted by all recognized accounting bodies in the UK a new 
auditor proposed by directors must communicate with the 
sitting tenant and inquire whether there are any professional 
reasons why a change should not be made. 

I believe that the system works reasonably well. I am not in 
favour of the system of limiting the tenure of the auditor to say 
three years — now being strongly pressed in India — which can 
result in loss of efficiency and increased cost. In the case of our 
nationalized industries where audits are carried out by pro- 
fessional firms in a manner similar to that applicable to limited 
companies, the Treasury suggest that the partners and senior 
staff concerned should change from time to time. 

There has been an upward trend in the sophistication of 
audit methods in the UK led by the professional bodies and 
there are now few differences between the procedures in the USA 
and UK. For instance, attendance at stocktaking is now normal 
practice. 

'The form of audit report in the UK is largely dictated by our 
Companies Acts and has two simple essentials: the auditor must 
report whether the accounts are prepared in accordance with 
the Companies Acts and whether they show a true and fair 
view as required by those Acts. Auditors are encouraged by their 
professional bodies to express any reservation or qualification in 
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The substance of a paper presented to the recent Anglo-American 
conference on “Trends in Investor Protection” at London University. 


informative as possible. 





very clear terms, and an increasingly large number of audit 
reports are qualified these days. 

Under Stock Exchange regulations, half-yearly reports must 
be submitted by quoted companies; it is not the practice for the 
figures in such reports to be audited. Since interim reports 
often have a marked effect on stock-market prices, there is a 
weakness here, but the availability of professional staff and the 
related costs have inhibited any move towards compulsory 
audit. 

There are no statutory provisions about including forecasts 
in prospectuses, periodic accounts or take-over bid documents, 
but the Stock Exchange requires a statement as to the financial 
and trading prospects in a prospectus. The City Panel requires 
that any forecast of profits in a take-over situation (there is, 
however, no obligation to make a forecast) must be reported 
on by the auditors or other independent accountants. Responsi- 
bility for the forecast is laid squarely on the directors’ shoulders 
— particularly the assumptions on which the forecast is based, 
which have to be recited. However, professional accountants 
would not associate their names with the forecast unless they 
were satisfied that the assumptions were at least reasonable, 
and they must advise as to the assumptions to be listed in the 
circular and the manner of description. It is evident, from 
researches which have been made into the performance of 
forecasts since the code was introduced, that the great majority 
are within +10 per cent of target. 

I do not think any major amendments to our audit require- 
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ments in the UK are called for: we have comparatively few 
cases of complaint against auditors of public companies, and 
legal actions are minimal. 


Protecting the investor 


Anxiety as to the protection of the investor in public companies: 
where their own influence or power to control the course of 
events must be minimal, has been a problem for many years. 
Public interest in the problem is fanned to almost crisis pro- 
portions following a major financial collapse, or the exposure of 
a financial scandal. 

When a financial disaster occurs, the question of disclosure 
immediately arises. The suddenness of a financial collapse 
naturally arouses a question as to whether the recent accounts 
and financial information published by the company were 
reliable or adequate. The role of the auditor is often questioned. 

I should perhaps mention at this point that the entry of the 


- UK into the EEC has created a problem. Historically, the pattern 


of company regulation on the Continent of Europe has been 
by law. Perhaps as a result of this and the different pattern 
of share ownership, the level of disclosure in company accounts 
has often been lower than in the UK or USA. The problem 
which now exists is that the EEC Commission is framing 
regulations or directives on a wide range of company matters, 
and proposes to include what are known as ‘valuation’ clauses — 
in other words, they are proposing to cover accounting standards 
or practices, as we know them, within a legal framework with 
the result that the requirements are likely to be either arbitrary 
and too rigid, or on the other hand too vague and permissive. 
However, we have made excellent progress in agreeing with our 
European accounting colleagues submissions to the Commis- 


-sion which would generally ease the problem. 


In the UK it has been established practice to entrust the 
formulation of accounting standards and practices to the 
accounting profession, and we see considerable advantage to all 
concerned in this practice, 

I come now to accounting standards. In 1969 there was 
mounting criticism of the accounting profession in the UK. 
This arose from one or two well-publicized financial debacles, 


and a profits forecast in a major take-over situation which bore 


no apparent resemblance to the profit finally reported — partly 


. attributed to applying different accounting standards or 


practices. This led to an outcry that the variations in accounting 
practices were so great that comparability between companies' 


accounts was impossible and that the ‘true and fair view’ could 


apparently be applied to widely-differing statements of the 
same financial position. 

Since 1945 the English Institute had issued a series of ‘Re- 
commendations on Accounting Principles”, dealing with such 
subjects as terms included in published accounts, depreciation, 
post-balance sheet events, stock and Work-in-progress, treat- 
ment of taxation and so on. These were excellent documents 
and served a useful purpose in advising accountants as to the 
best practice, but they suffered from the handicap that they 
contained areas of ambiguity, or alternatives. F urthermore, there 
was no compulsion on anyone to use them and, to the outside 
world, little indication as to whether they had been followed or 


. not in published accounts. 


It was these circumstances that led the Council of my Institute 
to announce in December 1969 the setting up of the Accounting 
Standards Steering Committee of which I became the first 
Chairman. 'The announced objectives were: 


(1) to narrow the areas of difference and variety in accounting 
practice ; 

(2) to ensure disclosure of accounting bases where significant 
items depend substantially on judgements of value; 

(3) to require the disclosure and financial effect of any depar- 
tures from definitive standards; and 
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(4) to require auditors to report if such disclosure was not 

made. 

The English Institute invited the Scottish and Irish Insti- 
tutes to join in this project, which they did at an early stage. 
Later, the other two principal professional accounting bodies 
dealing with company accounts, The Association of Certified 


Accountants and The Institute of Cost and Management 
Accountants, joined in and nominated members to the 
Committee. 


There is no statutory or legal backing at all for the com- 
mittee; this may seem to be a typically British approach. But so 
far it works, and it is worth while setting down the factors which 
have contributed to this: 


(1) Our committee represents substantially the whole of the 
accounting profession concerned with company accounts; 

(2) The committee of 21 includes members from industry and 
commerce and one professor of accounting, in addition to 
members in practice; 

(3) We have adopted the exposure draft method from the USA 
and give full consideration to criticisms and suggestions; 

(4) We have what we call the 'plenary committee! which we 
consult on the form of the committee's programme and on 
important matters of policy such as the recent issue of the 
exposure draft on inflation accounting [ED 8, The Account- 
ant, January 18th]. All the principal regulatory authorities 
such as The Stock Exchange, the Take-Over Panel, issuing 
houses, investment trusts and analysts, as well as the Bank 
of England, the Department of Trade and Industry, and 
the Board of Inland Revenue participate in the proceedings 
of the plenary committee; 

(5) We do not issue an exposure draft without virtual unanimity 
on the Steering Committee. In my view, if an ED can com- 
mand only a two-thirds majority of the committee (as 
provided in our constitution) it is likely to encounter rough 
weather in public. 


I should explain that the ASSC does not issue standards. We 
issue exposure drafts and (after necessary amendments) submit 
proposed standards to the Councils of the five bodies — who so 
far have unanimously accepted the recommended standards, and 
have issued them in their names. It follows from this that the 
ASSC is not the body which has to apply sanctions if the 
standards are not complied with. Disciplinary powers are re- 
served to the Councils of the five bodies, who have agreed to act 
in parallel. 

I am firmly of the view that all practising accountants will 
observe standards and that auditors will qualify their reports 
appropriately in the event of departures. I believe that the 
Council of any of the five bodies would take a serious view of any 
deliberate omission. The position of members in industry is 
obviously more difficult and there could be cases — although I 
believe, very rarely — where a board would refuse either to 
follow an applicable standard against the advice of a professional 
director, or to disclose the departure in the accounts. In this 
situation, the auditor becomes the long-stop; he is completely 
free to deal with the situation in his report, and indeed is 
obliged to do so. : 


Support for standards 


There is, however, another sanction, which particularly supports 
the member in industry or commerce. The Stock Exchange 
announced in May 1972 their support for the policy of the pro- 
fessional accounting bodies in this area, and made it a condition 
for listing that, where auditors have drawn attention to any 
departure from standards, the directors must explain the reasons 
in their report. 

I have no evidence at all that accounting standards are being 
disregarded, and I have no worries, in spite of the absence of 
legal compulsion, that they will not be observed in the future. 
It is, however, vitally important that the Steering Committee 
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bie bonus for your 


self-employed clients! 


Time Assurance double the vesting bonus on their 


Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

As a result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2 %, per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 37; 
per annum plus vesting bonus of 2%, per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 












Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum andan 
additional vesting bonus of £2% per annum. 
A RE RR a A O E Pase Oe ee cas 
Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 
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£ £ 
9743 3247 
6950 2316 
4867 1622 
3327 1109 
2233 744 
2055 684 
1887 628 
1730 576 
1582 527 
1442 480 
1311 437 
1189 396 
1074 358 
966 322 
866 288 
772 257 
685 228 
604 201 
529 176 
459 152 
394 131 
335 111 
280 93 
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61 







If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 





Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 
all ages. 


— 


TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


and send a supply of Pension Bond literature. 
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| 
Scottish Office: 6 York Place Edinburgh 1. Tel: 031-556 3895 | 
Please register me/us as Agent(s) of Time Assurance Society, i 
| 
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When clients ask 
for advice on 
Investment 


... the sensible answer for many of them must be 
unit trusts, investment trusts, or unit-linked 
assurance. 


Keeping up, however, with what's a good buy 
at any given moment, and what's best suited to a 
particular individual's needs, can be a time- 
consuming business, especially now that the 
choice is so wide. The easy way is through a 
subscription to the Fund /nvestor, the magazine 
that : 


e analyses unit trust portfolios in relation to 
current stock market trends and makes hard 
recommendations as to what's good value 
now. 


O comments on property bond funds and 
balanced bonds. 


O evaluates investment trust shares. 

O reports on new developments in this rapidly 
expanding and increasingly complex field of 
investment through professionally managed 
funds. 

Readable, compact and available only by sub- 


scription, the Fund /nvestor is published monthly 
and costs £3-90 a year (including U.K. postage). 


Do you need the 
FUND INVESTOR? 


To: Fund Intelligence Publications Ltd 
40 Bow Lane 
London EC4M 9DT 


| enclose £3-90 to cover a year's subscription to 
the Fund /nvestor. Please address it to: 


THE 


ACCOUNTANT 





LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 













inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 


Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and - without any 
form-filling — study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas - up to 
£10,000. 


Commerce and Industry : R. Thornhill, 01—628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 

R. Thornhill, 01—628 8869 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 


April 26th, 1973 
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should think long and hard before submitting a standard. So 
far we have had the normal volume of criticism and an over- 
whelming volume of support, since the standards proposed 
appear, I believe, sensible and practical. 

Conditions vary greatly between one industry and another 
and, since we have decided to issue standards with general 
application, there must be anomalies. Where exceptional 
circumstances exist, a modified or alternative treatment may be 
adopted and the departure disclosed. If the auditors are of the 
opinion that the departure is justified in the exceptional circum- 
stances, they may, under the auditing rules, express their con- 
currence in their report. In these circumstances the auditors 
need not express a qualified opinion, nor quantify the financial 
effect of the departure. 

It is the committee's view that standards will have to be 
re-examined and, if need be, modified from time to time. 
Conditions change rapidly these days, and we believe that 
accountancy and financial reporting will improve and become 
more sophisticated. This flexibility is one of the advantages of 
our system. If accounting standards are enshrined in law, 
modification is far more difficult. 

One of the committee's problems is to decide on its pro- 
gramme, and we have been subject to some criticism for the 
apparently random order in which EDs appear. There are 
several considerations here. Some have said that the committee 
should first have applied itself to stating the fundamental 
objects and principles of periodic financial statements. This 
would have been an extremely difficult exercise, having regard 
to divergent views, and would have occupied the committee 
for a long time. We decided that we must produce some tangible 
results in a reasonably short time and select subjects of immedi- 
ate and significant importance. 

It was for this reason that we chose associated companies as 
the first subject. One of our objectives is to ensure that accounts 
are comparable — a vital consideration in the case of take-over 
situations where the offeror and the offeree are both issuing 
forecasts, and where the shareholder has to base his decision 
largely on these forecasts. Before that particular ED was issued, 
there was a definite cleavage of accounting opinions: some large 
companies included dividends only from associated companies, 
as a reflection of profits or losses. Whereas some commentators 
argued that it was imprudent to include, in the consolidated 
profit and loss account, undistributed profits whose distribution 
the principal company was unable to control, others pointed out 
that some companies were ignoring substantial losses incurred 
by associated companies. A decision was made in SSAPr [The 
Accountant, January 21st, 1971] and has been adopted by all 
principal companies reporting, so that comparability now exists. 


Accounting for inflation 


Perhaps the most important paper issued by the committee was 
ED8 ‘Accounting for changes in the purchasing power of 
money'. Unless you regard inflation as transient — and few of 
us believe it can be more than controlled and limited, at the best 
— the accountancy profession has an obvious duty to deal with 
this problem and we have been criticised for years for not doing 
so. Accounts presented on an historic cost basis, mixing together 
pounds of different purchasing power, can hardly produce an in- 
telligible answer; in fact, some accountants feel that there must 
be doubt as to whether such accounts present a true and fair 
view. 

The problem has been studied in many countries, but we in 
the UK are the first to grasp the nettle in a mandatory way. 
I am glad to say that ED8 was very well received by the press 
and had the important support of the Confederation of British 
Industry. The proposed standard does not call for existing 
historic accounts to be revised or superseded - there are too 
many legal and fiscal reasons why this is impracticable; but it calls 
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for a supplementary statement showing the effects of inflation 
on profits and on shareholders' equity, and invites directors 
to comment on this additional information. The proposed 
standard also extends the scope of the audit report to the 
supplementary statement. 

Although one or two companies have anticipated the stand- 
ard by providing supplementary information, it is clear that 
there will be no general advance in this area until all quoted 
companies conform; indeed, it would be confusing for investors 
to have the vital information about some companies and not 
about others. Therefore, in our view a standard is essential. 

Perhaps I may return to my firm conviction that accounting 
standards must be sold to those who prepare accounts, and not 
imposed. I believe it is important to take time and pains to 
assess the likely reaction before an exposure draft is published; 
if one meets with bitter opposition and is eventually withdrawn, 
this must result in some loss of confidence in the committee, 
I would readily admit that we were too hasty in issuing ED3, 
“Accounting for acquisitions and mergers’ [The Accountant, 
February 4th, 1971] but we are constantly learning as our 
experience increases. The committee has been in operation for 
only three years: I am hopeful that by the end of the next two 
years we shall have covered the majority of the vital areas, 
although there will obviously be many less important and more 
specialized subjects undealt with. 

I would mention that the committee sees its function as 
something wider than promoting accounting standards; it is 
anxious to improve the range of information available to users 
of accounts, particularly investors. Thus our standard No. 3 
on 'Earnings per share' establishes no particular accounting 
principle; it provides for information which is considered vital 
to the investor — more important than the actual profit figure — to 
be included in the profit and loss account, and sets out rules to 
ensure comparability of calculation. 

In the same line, we shall be publishing an ED on “State- 


ments of Source and Application of Funds”, although perhaps - om 


not under that precise title; we are behind the USA in this 
field where it is described as “Statements of changes in financial 
position”. Whatever it is called, the information is of great 
importance to anyone trying to assess published accounts. 


Future programme 


Apart from converting existing EDs into standards, we have 
now completed an exposure draft on deferred tax, or tax 
equalization. This is an involved and controversial subject, and 
the paper has been before the committee on three occasions; 
we have elected — not without argument — for the deferral and 
not for the accrual method. However, if we are to achieve our 
aim and principle of achieving uniformity, particularly in 
quoted company accounts, we must have a standard, and 1 am 
encouraged that the committee has reached a unanimous view. 

We are still considering depreciation; the vexed point is the 
provision of depreciation on commercial buildings such as offices 
banks, hotels and so on, for which there is no tax allowance in 
the UK. Although these structures will obviously have to be 
replaced at some time, it is not easy to convince the businessman 
that the structure should be depreciated at the same time as 
the site is increasing in value to a greater extent. There is also 
the problem of companies holding commercial properties as 
investments, as against those using them. 

I hope I have explained the philosophy behind the ASSC. 
In so far as we have succeeded, it is due to the composition of 
the committee which is exceptionally strong and includes some 
of the best technical figures of the five professional bodies. We 
have never had an unresolved difference of view. 


From a personal point of view I have learnt so much about 


technical matters from my colleagues on the committee that even 
my own partners are surprised and occasionally impressed. 
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ICA Council Elections 


Candidates Nominated in New-style Contest 


Thirty-six candidates have been nominated for membership of the Council of The Institute of Chartered A ccountants 
in England and Wales under the new procedure for direct election of the Council. Eight candidates were 
returned unopposed; the remaining 28 face contested elections for a total of 15 seats in five of the Institute's 
17 district society areas. The successful candidates take office at the conclusion of the Institute's ann ual meeting 
on June 5th. The date in brackets is that of each candidate's admission to membership of the Institute 

or, where appropriate, of the former Society of Incorporated Accountants. 


London and District 








9 seats, 15 candidates 


B. D. Barton, M.A., F.C.A. (1951) Partner 
in Turquands Barton Mayhew & Co. 
Educated at Eton and "Trinity College, 
Cambridge (second-class honours in 
economics and law). Chairman of London 
Students' Society, 1951-52; of London 
and District Society, 1968-69. Member of 
the executive committee of the European 
Movement. Member of Council since 


1969. 


J. C. Bayley, F.C.A., A.C.M.A. (1950) 
Director of Schroders Ltd since 1965. 
Active service with Royal Navy, 1941-46. 
Two years’ post-qualification experience 
with Peat, Marwick, Mitchell & Co, 
followed by industrial experience with 
Smiths Industries and with Sperry Rand 
Corporation. Member of Council since 


1968. 


Sir Henry Benson, G.B.E., F.C.A. (1932) 
Senior partner, Coopers &  Lybrand. 
President of the Institute, 1966-67. Mem- 
ber, and sometimes chairman, of numerous 
Institute committees and working parties; 
also of numerous Government committees 
of inquiry into a wide range of subjects. 
Member of Council since 1956. 


L. H. Clark, F.C.A., F.R.S.A. (1946) 
Partner in Harmood Banner & Co. Mem- 
ber of ‘Technical Advisory Committee, 
1957-67 (Chairman, 1966-67); of ASSC 
since its inception; of Taxation Sub-com- 
mittee for r5 years (Chairman, 1963-65). 
Institute representative in discussions with 
the Inland Revenue. Member of Council 
since 1967. 


John Courtis, F.C.A. (1959) Director, 
Executive Appointments Ltd and formerly 
of Reed Executive. Commissioned in RAF, 
1960-63; five years” experience on finance 
staff of Ford of Britain. Author of num- 
erous career and technical articles. 


S. M. Duncan, F.C.A. (1932) Senior 
partner, Price Waterhouse & Co, and 
chairman of firm's international committee. 
First place and W. B. Peat Gold Medal at 
final examination. Member of "Technical 
Advisory Committee, 1954-65 (Chairman, 
1962-63) and of ASSC since 1970. 
Borough councillor, 1962-67. Member of 
Council since 1966. 


N. Cassleton Elliott, M.A., F.C.A. (1947) 
Partner in Josolyne Layton-Bennett 8 
Co. Educated at The Leys School and 
Jesus College, Cambridge. Member of 
London and District Society Committee 
since 1955 (Chairman, 1963-64); of Tech- 
nical Advisory Committee since 1959 
(Chairman, 1971-72). Co-opted member 
of several Council committees since 1964. 


M. R. Frankel, F.C.A. (1957) Active 
member of the Jersey Chartered Account- 
ants’ Society. Former tutor, Caer Rhun 
Hall; established London office of Anderson 
Thomas Frankel in 1959; established 
Jersey residential course centre in 1966; 
left full-time tuition in 1971 on assuming 
chairmanship of Park Place Investments 


and its subsidiary, Financial Training Co 
Ltd. 


R. Grimble, M.B.E., F.C.A. (1937) Senior 
partner, Edward Moore & Sons. War 
service in RAOC, 1939-45 (twice men- 
tioned in despatches): Army Emergency 
Reserve, 1951-56. Director of several 
private and public companies; General 
Commissioner of Income Tax; former 
treasurer of local constituency party (re- 
linquished on boundary change). 


S. R. Harding, F.C.A. (1937) Financial 
director, Thomas Tilling Ltd, since 1965. 
Flight-Lieutenant, RAFVR, 1941-46. 
Chairman of Joint Diploma Board for 
Management Accounting, 1968-69; mem- 
ber of Institute special committee on 
future policies, 1970-72; of ASSC since 
1971. Member of Council since 1966. 
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E. C. Meade, F.C.A. (1947) Partner in 
Deloitte & Co. Honours at both inter- 
mediate and final examinations; also holds 
the Certificate in Management Infor- 
mation. Institute representative in dis- 
cussions with the Inland Revenue; speaker 
at numerous conferences on taxation 
subjects. Member of Council since 1969. 


W. G. Medlam, F.C.A. (1938) Partner in 
Pannell Fitzpatrick & Co. War service with 
Royal Navy (Lieutenant-Commander), 
specializing in naval gunnery. Became 
financial director of a group of companies, 
1949-54, to gain experience in industry; 
returned to practice, 1954. Governor of 
Guy’s Hospital and former prison visitor. 
Member of Council since 1968. 


E. E. Ray, B.Com., F.C.A. (1950) Partner 
in Spicer and Pegler; Chairman of London 
and District Society, 1972-73; first place 
at both intermediate and final examina- 
tions. Established author and lecturer on 
taxation subjects. Co-opted member of 
Institute's Parliamentary and Law Com- 


- mittee and related tax sub-committees. 


G. H. Vieler, F.C.A. (1932) Member of 
LDS committee since 1969; well known 
as chairman and speaker at Institute and 
District Society taxation courses. Former 
tax partner, Binder Hamlyn & Co; man- 
aging director of the Post Office Cor- 
poration (responsible for a staff of 200,000) 
1969-71; resigned from the Corporation 
to resume practice as a consultant. Member 
of Technical Advisory Committee since 
1967. 

D. C. Urry, F.C.A. (1946) Director, 
Debenhams Ltd, since 1950. War service 
with Royal Welch Fusiliers, 1939-45 
(Major; mentioned in despatches). Member 
of London and District Society committee, 
1957-66; of Technical Advisory Com- 
mittee, 1961-64. Council representative on 
LDS committee, 1968-72. Member of 
Council since 1966. 


Birmingham and West Midlands 


2 seats, 3 candidates 


R. F. Griffiths, F.C.A. (1954) Partner, 
Clement Keys, Gough & Wright, Bir- 
mingham. Former treasurer and assistant 
secretary of Birmingham and West Mid- 
lands District Society; member of regional 
Technical Advisory Committee, 1963-69. 
Member of Council since 1969. 


M. J. Groom, A.C.A. (1963) Sole prac- 
titioner, and committee member of the 
Wolverhampton Society of Chartered Ac- 
countants; Society's representative for five 
years on committee of Birmingham and 
West Midlands District Society. ‘West 
prizewinner at final examination. Treasurer 
of a group of Midlands housing societies. 


ACCOUNTANT 


E. C. Sayers, F.C.A., J.Dip.M.A. (1939) 
Managing director and deputy chairman, 
Duport Ltd, Tipton, Staffs. President, 
Birmingham and West Midlands District 
Society, 1971—72. Chairman of the Joint 
Diploma Board for Management Account- 
ing. Member of Council since 1966. 


Manchester 


I seat, 2 candidates 
T. J. Melville, A.C.A., A.T.LI. (1972) 


Taxation manager until recently with 
Dearden, Lord, Annan, Morrish, Man- 
chester; now working as joint author of two 
new student textbooks on taxation. Is 
particularly interested in encouraging the 
ordinary member, wherever situated, to play 
a more positive part in Institute activities. 


A. H. Walton, F.C.A. (1940) Partner in 
Lysons, Haworth & Sankey, Manchester. 
President of the Institute, 1971—72; former 
treasurer and President of Manchester 
District Society. Former Institute rep- 
resentative on the Joint Diploma Board. 
Member of Council since 1959. 


Southern 


I seat, 3 candidates 


A. C. Essex, F.C.A. (1949) Executive 
Director, Pirelli General Cable Works 
Ltd, Southampton. President. Southern 
District Society, 1970-71; member of 
district society committee, 1965-73. 
Member of Institute Technical Advisory 
Committee since 1966 and of ‘Technical 
Committee since 1969. 


T. V. Gould, B.Sc.(Econ.), F.C.A. (1959) 
Director, Garcia Tackle Ltd. Educated at 
Reading School and LSE (upper second- 
class honours); articled with Peat, Marwick, 
Mitchell & Co; subsequently held a 
National Service commission in "The 
Buffs'. Previous to his present appointment, 
held accounting and marketing appoint- 
ments with Philips Electrical Ltd. 


D. Rich, F.C.A. (1954) Accountancy tutor 
and a past Chairman of the Association of 
Independent "Tutors in Accountancy. 
Member of Southern District Society 


committee since 1970; formerly committee . 


-member of Liverpool Chartered Account- 
ant Students’ Association, 1950—54. 
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South Eastern 





2 seats, 5 candidates 


B. D. Alexander, F.C.A. (1949) Senior 
partner, Kingsford, Garlant & Co, Maid- 
stone. President, South Eastern District 
Society, 1969-70. Founder member of the 
District Society University Conference, 
and Institute representative for many 
years on the Court of the University of 
Kent. War service with RAFVR, 1939-45. 


M. G. Brigham, M.A., F.C.A., A.C.LI. 
(1949) Assistant general manager, Friends 
Provident & Century Insurance Group, 
Dorking. Educated at The Leys School and 
Oriel College, Oxford; honours at both 
intermediate and final examinations. For- 
mer group leader at Institute summer 


courses; member and Past-President of 
Dorking Rotary Club. 


C. R. P. Goodwin, F.C.A. (1934) Partner 
in Baldwin & Son, Brighton. President, 
South Eastern District Society, 1964-65. 
Second place and W. B. Peat Gold Medal 
at final examination. Present or former 
member of District Society committee; 
regional T'axation and Research committee; 


and Southern Area council of the National 
Chamber of Trade. 


C. F. Horton, F.C.A. (1954) Partner in 
Day, Smith & Hunter, Maidstone. Presi- 
dent, South Eastern District Society, 
1972—73 (the third partner in his firm to 
hold this position); formerly honorary 
treasurer, 1965—71. 


W. R. McBrien, F.C.A. (1949) Partner in 
Gibbens & Mitchell, Hastings. Service 
with the Rifle Brigade, 1939-46 (Major; 
mentioned in despatches). President, South 
Eastern District Society, 1968-69; pre- 
viously District Society secretary and 
member of regional TAC. Co-opted to 
Institute's District Societies Committee 
in 1966. Member of Council since 1969. 


Unopposed Nominations 


E. J. Frary, F.C.A. (1948) Partner in 
Hillier, Hills, Frary & Co, Luton, First 
President of Beds, Bucks & Herts District 
Society, 1969—70; previously founder mem- 
ber, secretary and chairman of Bedford- 
shire Incorporated Accountants Students 
Society. Appointed by Minister of Agri- 
culture to membership of Consumers’ 
Committee for Great Britain, 1971. Mem- 
ber of Council since 1969. 


A. Green, F.C.A. (1950) Partner in 
Thornton Baker & Co, Liverpool. 
President, Liverpool Society of Chartered 
Accountants, 1971—72; formerly honorary 
secretary, 1968-69. Council member of 
Merseyside Chamber of Commerce, and a 
governor of the Northern Baptist College. 
Member of Council since 1972. 


G. H. Kingsmill, M.M., F.C.A. (1949) 
Partner in Monahan & Co, Swindon. War 
service in the Rifle Brigade, 1939-46 
(decorated 1944). Committee member, 
West of England District Society, since 
1967; chairman of Bristol Area Society, 
1968-69. Group leader at several summer 
courses. Member of Council since 1972. 


S. A. Middleton, F.C.A. (1948) Partner 
in Coopers & Lybrand (formerly Middleton 
& Middleton), Newcastle upon Tyne. 
President, Northern District Society, 1965— 
66; secretary, 1953-58; member of district 
T AC, 1953-73. Speaker at several Institute 
and district society conferences. Member 
of Council since 1966. 


A. M. C. Staniforth, B.A.(Com.), F.C.A. 
(1960) Partner in Barber, Harrison & 
Platt, Sheffield. Treasurer, Sheffield Dis- 
trict Society, 1960-70; chairman of 
Students” Society, 1963-65. Past-President 
of Sheffield Junior Chamber of Commerce, 
and governor of the United Sheffield 
Hospitals. 


P. Scarfe, F.C.A. (1951) Partner in Larking 
Gowen & Co and Deloitte & Co, Norwich. 
President, East Anglian District Society, 
1971—72; secretary, 1966—70. First place 
and Incorporated Accountants’ Gold 
Medal at final examination. District Society 
careers officer and representative on Busi- 
ness Studies Advisory Committee, Norwich 
City College. 


H. B. Singer, T.D., F.C.A. (1953) Senior 
partner, Singer & Partners, Bridgend, 
Glam. Past-President of South Wales 
and Monmouthshire Society of Chartered 
Accountants, and a member of its com- 
mittee since 1963. Member of the In- 
stitute's special committee on future 
policies, 1970-72; co-opted member of 
District Societies and PQE Committees. 


G. Tattersall-Walker, F.C.A. (1949) Di- 
rector and former chief accountant, John 
Smith's Tadcaster Brewery Ltd. Treasurer 
since 1953 of North Eastern Region of 
the United Nations Association. Lecturer 
on management information and account- 
ing. Member of Council since 1966. 
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International Investment- 


r 


by G. P. DUTTON, F.C.A., Director, Samuel Montagu & Co Ltd 


In 1972, the UK equity market put up the worst performance of all the major national 
equity markets, and it appears unlikely that it will do any better in 1973. The following article 
outlines the case for an international approach to investment management, and describes 


qu key to successful investment lies in the capacity to 
assess the relative attractions of the widest possible 
range of investment opportunities; and the area of invest- 
ment which is currently attracting the most attention is that 
of investment overseas. The reason for this, however, is 
- bound up with a much wider theme. 

On the oné hand, there has been a rapid movement in 


recent years towards the development of a truly inter- 


` national capital market. The emergence of deposit and bond 
markets in 'Euro'-currencies, entirely detached from the 
equivalent national markets, the setting. up of multi- 
national banking consortia to deal with the full range of 
problems connected with the provision of credit on an 
international basis, and the establishment of offshore funds 
designed to facilitate the accumulation of capital from a 
low-tax base are but a few aspects of this general trend. 
The accession of the UK to the EEC could carry this a 
stage further, leading to much closer co-operation between 
the financial institutions of London and the Continent and 
a more efficient mobilization and utilization of the capital 
resources of the Community as a whole. 

‘On the other hand, this trend towards the integration of 
the institutional framework of the international financial 
system has led to an increasing awareness of the very wide 
variation between the behaviour of various national 


financial markets, a variation that is. particularly striking. 


in the equity field. It is in the possibilities opened up by 
this institutional integration to exploit these variations in 
market movements that gives the current move towards 
' Investment management on an international scale its 
particular interest. 


Potential | | 
These possibilities can be simply illustrated by reference 
to the following table. It shows the percentage change 


7963 7 964. 1965 1966 1967 1968 1969 1970 1971 1972 10-year 
i oo total 

Percent Percent Percent Percent "Percent Percent Percent Percent Percent Percent “Per cent 

U.S. 19-7 12:8 9-5 —12:6 12:3 10-4 —13-3 — 2:5 12:3 14:3 34-5 

Canada 107 20-7* 1-7 —12-4 9.9. 15-0 — 0-2 — 6:4 12:6 231 94-8 

U.K. 17:6 — 9:5 6-7 — 77 10-8 46-0*  —15:8 — 9-8 62:6* 0-6 110-6 

Germany 11:1 T26 —15:7 —18°7 45-9 10-2 19:8 -—26:7 19:6 146 . 49-7 

France —163  — 3-7 — 7:0 —11:8 — 44 9-7 14-4 — 87 — 27 20-0 —16-2 

Netherlands 14-1 6:0 —11-5 —20-0 33-0 327 ^ — 80 —10:8 — 32 23:6 48-4 
Belgium 13:7 4-1 — 6:5 —25:0 16-8 | 6-6 1-1 1:8* 16-4 | 26:5 . 56:6 . 

Italy —16:1 —29:8 24-4* 49%  — 65 — 0:2 11:2 —20:3 -  —148 11:5 — 39-6 

` Australia 22:6* 3-1 TEF a "25 61-5* 23.8 15-8 —21:1 — 47 17:8 196-8 
Japan 4-4. 9:6 15:4 4-8 — 8-9 219 28:6*  —15:6 48-6 121-2* 4256. 


* Best performing market in each year. 
Source: Capital International S.A. * | 


some of the ways in which this can be achieved. 


in each of the main national equity markets on an annual 
basis over the last ten years, as adjusted for relative 
exchange fluctuations. In addition, the total change over 
a ten-year period is shown as indicative of the sort of 


return that could be obtained from a long-term commit- : 


ment to a single market. 
' There are two obvious trends that can be observed from 


these figures. On the one hand there is a fairly clear cycle -~ 


of strength and weakness affecting these markets as a whole. 
For example, 1966 was generally a bad year, 1968 was gener- 
ally a fairly good year, 1970 was again a generally. poor 
year, and 1972 again a good one. 

On the other hand, there is a very wide variation between 
the behaviour of individual markets relative to each other. 


For example, with only one exception, no single market : 
was the best performer in two successive years nor, over 


the entire ten-year period, did any one market out- 
perform the others on more than two occasions. It is thus 
clear that, to the extent that a fund manager could have 
succeeded in anticipating these movements, increasing or 
reducing his total commitment to equities in line with the 
broad cycle of strength or weakness affecting these markets 
as a whole, and adjusting the distribution between 


individual markets on the basis of expectations of relative © 


performance, he should have been able to achieve an over- 
all return for his fund significantly superior to that'obtain- 
able from the sort of long-term commitment to individual 
markets or groups of markets that has so often been 


adopted in the past. 


Importance of market selection 

It should, perhaps, be emphasized at this point that the scope 
for achieving, i in any market, an over-all performance signifi- 
cantly out of line with that of the market as a whole is fairly 


limited. There are a number of reasons why this should beso: : 


Cápital international indices, adjusted for exchange fluctuations relative to US dollar. 
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E Itc cán bé demonstrated. that. the chief ns on 
E individual share price movements derive, not from 
factors peculiar to the stock in question, but from 
factors-affecting the market as a whole. | 


i) Evén so. far as factors peculiar to a certain company. 


: are concerned, the result of the enormous improve- : 


" ment in the quality and skill of investment research ` 
and financial reporting in recent years has been that ' 
most: known information about a company's pros- 
pects tends to be increasingly accurately reflected. ` 

." . in its share price, and thus the scope for any single 

>~; investor to benefit from exceptionally good sources 


| EUN informztion has been correspondingly . reduced. 


 (üi) An essential élement: in an investment mánager” S 


NR . _ role is to minimize risk. This compels him to avoid 
; stocks -that are either speculative: or of limited 
ON HM marketability and to spread his investment across a 


~ fairly, wice range of industrial sectors. By skilful - 


'.' stock selection and “sector weighting he may con-: 


sistently out-perform the-average by a small margin, 


but his greatest achievement will have. been to DR 
AN " done this with tlie minimum of risk. -. ; 


Thus the real potential for improving puluis lies, 
“net, in exceptional skill in dealing within markets, but 1 in. 
“the oe of. market i in which. to invest. | 


' TA a 


“Problems: m SS t oue 


. Thereare, however, a iis nuniber of difficulties that und. 


e Wu “in the path of such a policy. The most important is that of 


à 
p 
4 
r 


+ 
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+ “obtaining the, sort of information on. «which it could be.. 


“based. | a 
There àre two. aspects to this problem. On ihe one hand, 


ms à sensible assessment. of the relative prospects for differ- | 


ent. markets, it ‘is essential to obtain information, on.a 


‘comparable bás:s covering certain basic factors influencing. : 


‘market movements. For éxample, some sort of forecast 


of growth in GNP and corporate earnings, together with . 
„a view of the outlook for interest rates and changes in the 


„coney supply, must form the starting point for any assess- | 


, ment of market prospects. Furthermore, for an inter-: 

national investor, a view of the prospects fór the currency - 
. exchange rate — based on; for example, the, inflation. rate ` 
‘and tlie strength or otherwise of tae balance of payments ~ =) 
< “4g likewise essential. - | 
"Information covering all cee areas is difficult, año dh | 
to assemble .even now;.in the past, it has been: unobtain- - 

` “able. On the ‘other hand, vital though this information is, 
` it must be inte-preted with care. The chief determinant of 


- market movements remains the local investor and the 


- “standards he applies to these factors will not necessarily be | 
- those applicable in other markets. There is, therefore, no: 


“substitute for a close working relationship” with local 


. ,.£nancial institutions in mE policy, as well as in its ! 


“implementation. 
‘There are, ir: addition, various forms of obstacle mide 
~ from legislaticn that require complicated. arrangements 


either to be circumvented or for their impact to be mini- 
füized. For. example, government measures to protect. 
e e rates have resulted in restrictions on the use of 


; foreign currency for investment purposes. 
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i by a UK i investor bis the purchase of financial ios 
on terms that will reflect both. the:prémium applicable to 
the UK investment cürrency: pool and any premium ‘at - 
which the financial franc may be standing in relation to, 
the commercial franc. When the stock is sold, 25 per cent. 
of the UK investment currency premium prevailing at the 
: time will have-to be surrendered. 
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"These probléms so far as they concern the UK invest. 


ment currency premium at least, can to a large extent be. 
avoided if the purchase of the overseas security. is financed ` 
“by borrowing foreign.-curfency, through a back-to-back ` 
loan, rather. than. by the sale of sterling, although. even in 
these circumstances a margin equivalent to 15 per cent of | 
the amount borrowed must be:purchased and maintained in 
investment currency, Equally, liability to tax on- income 


from overseas. investments: can in some measure^be defer- 


‘red if holding companies, located in low tax areas, can be 


D 
-+ 


„interposed between the' investof and, his investments.. All ; 


these complications ‘make necessary a range of additional ` 


skills on a scale that répresents'an ra obstacle to 


many potential investors overseas. 


“Implementation ` a pi 
VAs a result, a truly D aon investmént. policy Is some- 
thing that only fairly substantial financial institutions are - 
. in a position to operate. For example, the merchant banks, - 


r 
4 


_. +.‘ with their close working relationships with overseas financial . 


institutions, their day-to-day involvement in the foreign 
exchange and money markets, their facilities for arranging . 


.credit and their legal and’ taxation: expertise, all have on - 


- 


. 
& MUS ^... 


„hand many of the ancillary skills: required. At the same. 


- time, the'scale of their investment managément. operations 
^enables them to assemble ' investment teams, comprising ` 
experts in each of the markets under consideration, appro-. 
| priate research facilities and fund: managers’ capable: of. 
integrating these various forms of expertise into an invest- 
ment strategy appropriate.to the needs of individual clients, - 

There are, broadly. speaking, two: chief' ways in which ` 
these needs tend to beimet. In the first place, a comes c 


: sive service can be offered; in which responsibility is taken. 


for the-managemerit of an investor's total assets in such a 
way as to meet his particular. objectives. This applies not. . 
only to private individuals but also to such organizations as 
industrial ' companies , with long-term .capital. reserves, ' 


= pension funds or insurance bodies, possibly with premium ' 


income arising on an international basis and sna: ui to. 
maintain. balances in overseas currencies. - 
Alternatively, there are many! investors who: ‘aré already. '- 


` adequately equipped. to.. operate a conventional UK-" 
orientated investment policy but who wish to inake. use of 


the. special resources of 4 merchant bank in deciding on’ 
broad questions of investment strategy, and to whom they. 
can sub-contract the management .of funds allocated for 
investment overseas. In the, latter case, overseas invest- | 


ment can either. be handled ‘by establishing séparate inter-- 


national portfolios, or by. participating on an adjustable 


 basisin investment vehicles geared to particular niarkets.. 


The’ permutations are almost - endless, reflecting the-. 
complexity of the problems involved; but the rewards are ‘ 
such that any investor seriously concerned, with per- - 


_ "formance cannot afford not to ae api to the challenge they . 
As an Ulustration, the direct PES of a Brench secutity "5 
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Communrry institutions. have been greatly exer- 
cised in the past. month over food prices and the 
common agricultural policy (CAP). The probléms .of 


inflation, which are all too familiar in the UK, are present. 
.to a greater or less degree in all the member countries. All 


have an interest in keeping food prices from rising by any 


appreciable amount because of their impact on the cost of 


living and hencé on labour costs. 


The situation is complicated, however, by fall-out from: 


‘the recent monetary crisis. The CAP is based on common 
prices for foodstuffs throughout the Community, reckoned 


in terms of a “unit of account’ which is in fact the pre- ` 
The floating of Community . 


Smithsonian US dollar. 
currencies upset the return which farmers receive from 
sales in other parts of the Community, and has necessitated 
- the. introduction of border.taxes and ‘compensatory pay- 
ments to make up for any losses because the exchange rate 
now has a different parity with the unit of account. ' 

.For this reason some of:the member countries. favour 
price increases to compensate for currency losses. A 
. comparison of prices in pence per pound for ten key food- 


stuffs on sale'in the capitals of the Nine, published in The ' 


- Times (see below), showed that London prices were still mod- 
_erate compared with those everywhere else except Dublin. - 


- The Commission proposed to deal with the prices prob- | 


lem by introducing average increases of not more than 3 


per cent for the .1973~74. season (applicable in the UK 
only to those items, where prices were already up to the * 


: Community level). | 
‘Food. prices were discussed by Both: the Council: of 
- «Ministers and the European Parliament. The former at its 
: meeting on March 12th expressed its disquiet at the growing 
y meaty of compeñsatory payments. At the present 
time there can be no return to a unified market, but the 
question of simplifying the system is to be examined as a 
. matter of urgency. At the Council meeting on March 27th 


+ Mr Joseph Godber, UK Minister of Agriculture, demanded ` 


a freeze on farm prices as a contribution to fighting inflation. 
The Européan Parliament distinguished itself in a session 


ere into the iac morning of' ie 6th oy throwing - 


E » E COMPARISON OF FOODSTUFF PRICES '. 


‘London 


0:05. >. 


z TE: Bonn Rome Hague . Copenhagen . Brussels Luxembourg 
Rump steak _ 1-21 1:00. 0-90 ^ 0:65 .. “1-08 . 0-95 0-58 1:00 117 ES 
‘Pork chops .. 0-70 , 071 0:50 ':.: 0:43 - 0-93 0-64 , 0-50_ 0-52 0-54... 
^ Potatoes ¿0-04 , 0-06. 0-03. 0-05 . 0-03 - 0-08 0-02 '0-03 0:07 
* Butter ' 0:52 0-64 .. 0-23 0-49 , 0:48 054 `. 027 0-54. . 0:50 + - 
* Margarine 0-24 . 0:25 . 0-14 0.312 . O13 ' 016. | OT . 0-16 .* 0-15 
.'. Cheese 0:44 0-65 . 0:33 20:52 ..047 ` 0-60. 0-28 0:63 | 0-45 
Chicken E e 055... 0:30 0:32 . 0-25 — 0:21 . 0:26 0-32 0-25, 0:27 0:40 - 
Cod .. See ur em “OO 0:97 0-38 : 0:46 8 ^5 0:38 0-48 0-40. - 0:63 0:41 
' Bread . n " 0:32: -0-05 - 0-06 0015 >= 0-14: 043 .. 0-06. " -0-16 0-19. 
. Milk (pint) .. 0-06 0:05 — 0:05 0-07 0:06 -> 0:05 - 0-05 - » 0:06 
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out the Comis. epu. for jun prices policy. ` 


This event, unique in the history of the European Parlia- 


ment, was the result of a coalition: between the Social *. 
An:- 
amenda was passed calling on the Commission to de 
prepare new proposals. The meeting of Ministérs of Agri- - 
culture on' April 17th failed to agree on what should be” 


Democrats, Socialists. and British Conservatives. 


done about prices and the question was cc once again. 


a“ 


European Monetary Fund . 


A RATHER DIFFERENT subject which has caused considerable 
discussion concerns the location of. the headquarters of . 
the European Monetary Co- -operation Fund. It was agreed .- 
by the Six, back. in 1965, that new financial institutions ^ 
should be sited in Luxembourg to compensate the Grand `“: 
Duchy for the departure of the headquarters of the... 


European Coal and Steel Community to Brussels. 


As a forerunner to the Community’s own central bank i | 
the fund is clearly a key institution. Sir Alec Douglas--. 


Home, speaking at the-meeting of the Council of Ministers, 


„urged that the Fund shoüld be at Brussels to be in close B 


contact with the Commission and Council of Ministers. 


The Foreign Secretary made it cléar that Britain had no ` 
national interest in the.matter but was concerned with the ~ 
efficient operation of the Community. 
In the-end a compromise: was reached. The Council a 
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Food Prices Controversy 


„agreed that the Fund should be set up and the necessary ; `; 


instruments were signed on April 6th. The question of." ' 
its actual. location has been put back for further study: by 
“the permanent representatives in Brussels in | conjunction A 


with. pu European oon | 


- Tax Statistics : 


A NUMBER of useful ‘tables. have been Hublshed in dls E 


Taxation “Statistics: volume for 1965-71 by the EEC 


Statistical Office. The tables comparing tax burdens per, 
head and tax receipts as a percentage of GNP' are, 


reproduced overleaf. 


` Paris Dublin. 
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TAX BURDEN PER CAPITA 
UE ] (in units of account) 
Country 1965 1967 1968 1969 1970 | 1971 
Germany 459 495 523 625 716. 806 
. France 432 519 564 622 620 663 
Italy - 213 255 277 298 7315 346 : 
Netherlands 337 456 501 556 629 729 
Belgium 376 478 , 523 584 651 724 
Luxembourg 444 477 502 588. 706 675 ` 
SIX l 379 429 462 524 ` 567 627 
TAX RECEIPTS AS A PERCENTAGE OF ' 
GROSS DOMESTIC PRODUCT 
Country - 1965 1967 | 1968: 1969: 1970 1971 
Germany 2333 23:6 23:0 244 231 23-8 
France 22-7 221 22-1 22.41 ^ 214 209 
Italy. 188 193 195 192 182 186 
- Netherlands 23-7 253 253 * 251 257 267 
Belgium 211 23:5 242. 244 244 249 
22.0 224 217 22:1 234 (229) 


Á 


GATT Negotiations 


. PoLicrEs for the new round of negotiations on trade 


se regulations and tariffs due to begin in the autumn are 


‘already under discussion in Brussels and the national 


capitals. Reporting to the Council of Ministers. on April 
2nd, Sir Christopher Soames, the Commissioner responsible 
for external relations, stressed that although over roo 
countries would be taking part, the Community's future 


relations with the United States would be a central issue. 


American objections to the CAP' could be met, he 
suggested, by negotiating a code of conduct on export 
practices and world arrangements for some commodities. , 
On industrial tariffs Sir Christopher said that the Com- 
mission would be proposing substantial reductions in 
existing levels, but was not aiming at zero or nil tariffs. 
Higher tariffs shculd be reduced by a larger amount than 
low ones. 

The present average US external tariff of 7'1 per cent 
on industrial imports embraces some very high individual 


' items and a number of nil tariffs. The EEC common 


tariff, average 6 per cent, has few peaks or troughs. Because 


of the very considerable cuts in industrial tariffs agreed in 
.. the Kennedy Round there will be greatér emphasis on 


' non-tariff barriers. It has been proposed that the 


» 4% 


Commission should draw up a list of those non-tariff 
barriers among its trading partners that it would like to 
see abolished. The negotiations will also deal with safe- 
guard measures, to prevent the disruption of domestic 
markets by a flood of imports. 

The first reduction in customs duties on trade between 
old and new members of the Community took place on 


- April rst. This involved a cut of 20 per cent in basic levies 


on all industrial goods, except those pertaining to Euratom 
for which customs duties will be dispensed with entirely 
on January rst, 1974. Further reductions of 20 per cent 
in the: national ta-iffs will be made on January rst, 1974, 
1975, 1976 and 1977, by which time there will be: free 
trade between old and new. members. The fiee trade 


arrangements between Britain and Denmark as old EFTA 


members will, of course, continue. ' e: 
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Community patene 


‘Work on a European Community. patent has entered its 


final phase. Texts of a draft convention and the imple- 
menting regulation havé been prepared; the complete. 


. drafts should be ready shortly, and then forwarded to the ` 


governments concerned. 
The Community patent is designed to complement the 


European patent which is expected to be adopted at a 


conference to be held in Munich in the second half of this 
year. The patent reserved to EEC. member states is to give 
concrete expression to the united nature of Community 
territory in the new legislation on the European patent 
which should result from the Munich conference.. 

The Community patent is intended to do away with 
obstacles to trade which result from differences in national 


laws. Business circles in the nine member states were 


consulted in 1972. The points decided upon were as 
follows: 

(i) A patent office ud be established and financed from 
the Community budget; 

(11) Annuities would be reduced in the case of patentees who 
had filed at the patent office a declaration certifying that 
they authorize any interested person to use the invention 
in return for a fee; 

(iti) Simultaneous protection under a national patent and a 
Community patent would not be allowed; 
(1v) Access to the European patent might be given to-certain 
countries with whom the EEC has special links, parti- 
cularly the EFTA. countries; and. 

(v) The convention on the European system for granting of 
patents and the Community parak should come into 
force simultaneously. 


The Commission also intends'to recommence work on 
a European trade mark which some time ago had reached 
the stage of a draft convention. 


European company . | 
A REPORT by the Social and Economic Committee stresses 
the need for harmonization of national legislation on 
company law but makes the point that harmonization, by 
itself, would not be sufficient. In its ‘opinion of October 
25th, 1972, on the ‘European Company’, the Committee 
considered that ‘current and future Community directives 
on the alignment of company. law should take. account of 
the statute’s Article 54 provisions, so as to avoid dishar- 
mony between the two sources of Community law, and 
consequently discrimination between companies coming 
under national law and European companies’. 

. However, this does not mean that this regulation should 


‘be adopted virtually without amendment. It should be 


seen. to what extent future directives on harmonization 
take account of the rules in the statute by adapting them 
to the fundamental facts of national law. 

. The provisions of the proposed directive concern annual 
accounts drawn up in accordance with commercial law. 
This proposal does not affect special tax rules which 
determine financial and economic information - pou 
for the Inland Revenue. 

Until subsequent co- -ordination of the safeguards re- ` 


quired by credit establishments and insurance: companies, 


member states are free not to apply the provisions of this 
_ directive to such enterprises. 
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Capital Budgeting 
by A. James BONESS. - 


Longmans, £4:50. 
This isnot a book covering the usual problems of preparing 
capital budgets and appraising alternative projects. It is an 
in-depth examination of the planning, financing and manage- 
ment of. research: and development through an examination 
of the difficulties of organizing and solving economic problems 
in complex systems of investment. As such it is concerned not 
only with problems internal to the firm, but also those external 
to it. 

Since investment in the public and in the private sector has 
" tended to be treated separately in the past, interactions between 
each firm's investments and those at national level have not 
been fully understood. This .book attempts to remedy this 


deficiency by exploring the objectives and methods of investment 


analysis in both sectors. The investment criteria, procedures and 
policies, and cost. of capital in both areas are dealt with, together 
with the particular problems of cost benefit analysis pas the 
use of resources to produce technological change. 

While the book is very much based upon the author's -ex- 
perience in the US aerospace industry, particularly the way 
that it finances investment, the implications of his analysis 
- have a much wider validity. The whole area of technological 
change and the interaction of private and public decision- 
taking is likely to assume much greater importance in the future. 


'The role of government in choosing public goals and admin- : 


istering public programmes is already subjected to much 
greater public scrutiny and discussion. This book makes a 
useful contribution to what should prove to be a Drolongeo 
debate. l 


Loose on Liquidators 
by PETER LOOSE. 
Jordan, £250. 


Liquidations are a growth industry. Over a period of ten years 
. from 1960, the total number of company registrations each yéar 
fell by 30 per cent and the actual total number of companies 
in England and Wales increased by only 40 per cent, yet the 
number of companies dissolved or struck off increased to nearly 
three times the 1960 level. 

Mr Loose is not concerned (except where their problems 
overlap) with compulsory liquidations, nor with liquidations 
under the supervision of the. Court, but with members? or 
creditors’ voluntary liquidations. It is a pity that his book does 
not embrace the other two forms of liquidation, if only because 
it would then be truly comprehensive, Yet what he has put into 
a book which is only 216 pages long is going to assist many 
accountants who act as liquidators every year; and, just as 
liquidators are almost invariably professional accountants, so 
most of their appointments are in voluntary liquidations. 
The liquidator in a compulsory liquidation is usually a member 
of a specialist firm. 
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There is a feeling that one of the areas needing attention in a 
new Companies Act is the liquidation area. Certainly the 
Winding-up Rules need bringing in line with present-day values, ' 
as to preferential creditors in particular. Meanwhile Mr Loose’s 
book will be most valuable. It starts with a check-list of actions, 
time limits and forms for members’ and creditors’. winding-up, 
each referenced to the detailed text. 

The legal-status of the liquidator and his powers and duties 
are discussed. The questions of settling creditors, calling meet- 
ings of committees of inspection, the payment of costs and his 
own remuneration, debts and costs and the rights of members 
are inclided, and references to case law are appropriately 
inserted. The Winding-up Rules and forms suitable in a. 
voluntary liquidation are.reproduced, the Registrar's notes for 
guidance on voluntary liquidation, and the regulations on the 
Companies Liquidation Account included. There are brief ` 


notes on penalties and-on the taxation of liquidators. Mr Loose 
has produced a most useful book. 


Unified Personal Tax 


by W. B. DEADMAN, A.C.I.5., and H. W. FRANKLIN, F.C.A. 


Farringdon Publishing, paperback, 8op. 


After a succinct explanation of the new system and its heredity, 
this useful introduction to UIT devotes most of its pages to 
practical examples of tax calculations. 

An incidental feature of the new system is that it will still 
involve taxpayer options — for example, whether, in view of the 
modified claw-back provisions, it will pay taxpayers in selected 
tax brackets to claim family allowances. 'l'he booklet deals with 


"this problem and also advises on when it will pay husband and 


wife to elect for separate tax treatment of their respective tax 
position of identical investments in a building society and an 


. ordinary account with the! National Savings Bank. 


The authors make the point that UIT is a stage in the 
evolutionary development of income tax and devote their last 
chapter to the next mutation in tax evolution — the proposed 
Tax Credit System. 


On Thinking Statistically 
by Morris BRODIE. 
Heinemann, {1-60. 


This is a revised edition of a small handbook on statistics which 
was originally written with the needs of those attending courses 
at the Administrative Staff College, Henley in mind. It is not 
designed as a ‘do-it-yourself’ kit, but concentrates on particular 
aspects of statistical work such as the assessment of data, the 
taking of samples, and some elementary forecasting techniques 
and principles of model building. 

For anyone wanting to learn what statisticians can do to help 
the manager, this is a good, albeit brief, and expensive intro- 


. duction. 


RECENT PUBLICATIONS 


Key TO CORPORATION Tax, 1972 FINANCE Act, edited by 
Percy F. Hughes and T. L. A. Graham, F.C.A. 315 pp. 8$ X 54. 
‘Taxation Publishing Co, £2:25. . i 

STATISTICS IN THEORY AND PRACTICE, sixth edition, by L. R. 
Connor, M.SC.(ECON.), F.S.S., and A. J. H. Morrell, M.A., 
pu S., F.S.S., ALA. 292 pp. 84X54. Pitman, £350; paperback, 

2'50. 

thirteenth edition, by R. W. Ramage, 

i Ixxxvid-9iri pp. +74 pp. 84X6. Butterworth, 
7- NR: 

GENERAL FINANCIAL KNOWLEDGE, third edition, by A. J. 

. Whiteside, M.A. xiv 4-440 pp. 9X 5$. HFL, £340. 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, 'The City Library, 151 Strand, London WC2R 1]J. ` 
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dei VN thie’ "back. of the pack ' in: Suh British Painting Cor- 
de ES poration's' partwork-style report is" issuéd,. it’ says:, "T his 


- has been designed and. printed by Waterlow, one, of the largest '- 
members of BPC and a. leading City printer.’ To say that the ` 
-new presentation is revolutionary" is conservative, and thé . 
ad powers of this column will be hard pressed. i 
; There is ‘first; the. brown Ay4-size’ pack, “or: envelope, | 
with a large ‘window’ in the front and with the top end partially . 
P “cut away. Inside there are the five parts of the BPC: report and ' 
> ‘caccounts,’ the, five parts being “in different. colours : =~ yellow; 
. “brick red; green, mustard and brown’. ^: oy 
“The parts ate graduated in sizè só: that the titles of the parts - 
^ “are displayed in the partial cut-away at the top of the pack. The 


parts are (1)'The Year in Brief, Notice of Meeting, Proxy Form. 
3 : (2) Chairman's Review. (3) Report of the Directors, Statistics. | 
(4): Accounts, and (5 ) BPC: A Typographi "Alphabetical: 


* prófits, equity. earnings,- earnings “per share, net assets and- 
m tangible assets per. shafe, is on the front, of the first Yellow . 
'". section and this i is seen: n through the window į in the front of the 
e ds > 


` ` 
, - - . re 
r x - E 
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Debatable improvement ' 


a s Whether this revolutión in: presentation. is an. i improveirient 
^" or not is doubtless a” matter for debate. This column found that : 
reading black print on red in-the'chairman's review and then’ 
o - Switching: immediately to: black print'on green in the ‘directors’. 
- "report had a decidedly ‘off-putting effect on.the eyes. Other: 
." “people's éye$ were similarly off-put, but“others: still: were, not; , 
~ and: that will be the reaction not only to changes i in: colour: but: ` 
. to the change-in style. ` : 

» 72 Having five parts of a report to deal with instead of one report - 
in toto is not in this-column’s opinion any particular advantage: - 


A a e. F 
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- Against that; there is a throw-away element. in the. Year in ` 


- Brief’ and: the A-Z' which.reduces the report to three working . 
. parts and allows: concentration on the. accounts section which 
7 begins. on page Z1. (although the report conies in five parts; it is 
«Page numbered through). | | 

- The accounts section goes through to page 39 9 largely Bess 


T 
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completely new >resentation.of ari annual report and accounts. 
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. Partwork- style Accounts from 2 
British Printing. Corporation. E» 


"Thé Vedr in Brief’, showing. des pretax: ‘profits het ; 


the type is clear and large and because there is some information - 


- 


“that is, additional to the usual run, such as a print of the pre- ' 
- liminary statemeat. “The list of subsidiaries is also included in 
the notes to the. accounts,. but pre of space precludes or our 
` feprint of the list. 

Different. people, of course, read : ;éomphiny reports” aa: uci 


t 
at 


‘ 
t 


; invéstment analyst the néw BPC style.is not particularly helpful ` 
— simply ‘because to. have Separate. parts is a desk cluttering and 


: |- pitty 


“makes. more 'sha-cholders take notice of the report and even. 
Eu n of i it, then. revolution, will haye served its purpose. | 
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counts in’ different ways. To the financial journalist and the.^ 
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Within the Corporation heei is cause for celebration on some 
counts. concerning the report. BPC has-been through the mill | 
one way and another, and had barely recovered from’ oné.un-; 
‘fortunate ,situation when the Pergamon ‘affair broke and: ‘the: 
Corporation’ s association with International Learning. Systems... 
became a matter of financial and. accounting controversy. ` 

But the 1972 auditors’ report is clear, and that makes two 
in a row which, it is. hoped, will be the harbinger of bettér - 
times. The improvement in profits and in the general fináncial 
position ‘is another matter. for internal satisfaction . — and also 
external. satisfaction so ‘far 'as shareholders’ are. concerned. - 

The notes to the- accounts point: to the all-round- tightening 
' up-of procedures internally. Stock valuation has beer reviewed . 
with the objective of greater consistency throughout the Cor- ` 
poration. The treatment, of deferred revenue expenditure is 
made clear, as is the Marshall Cavendish position. Other special 
points in the notes are on.the. accounting - for leased «plant and. 

. particular. attention may ‘be drawn to the. detáiled explanation . 
in Note 13. ` of deferred taxation. 

- These. are matters. that can be picked up fom the- reprint. 
What cannot be picked up fróm.it is the.scale of the BPC effort * 
at precise and clear presentation. It is always difficult i to give an : 


a Adequate description of the clarity ofa ‘presentation, but the . 


` size of. print used in the BPC report may be, gathered: ‘from: the 
.. point that Notes:9, ro. and rz to the accounts fill one page of over 
' quarto, size... There is; in fact, no. differerice betweén' the size 
-of type used i in the profit ánd loss account and balance Sheet and 


ł 


Accounting for inflation. | 


“The memorandum on ‘BPC and Accounting for Inflation? (The, 
Accountant, April. sth) i is included in our reprint. It 3 is, not con- 
tained in the. accounts, section of the’ BEC report but is on the ' 
back page of the section containing:the report of. the. directors 
‘and statistics. 
The memorandum: ‘is an interesting exercise. and it, shows 
what basically one ‘would: expect) it to’ show. Howevet; “BPC’s 
eminent chairman, Sir Chatles Hardie, c. B.E., F. ens y 
has mixed feelings on its usefulness. ` : 
‘Shareholders’, * Sir Charles comments, sholas? not be 
deluded into ‘thinking that the. converted values; represent ` 
realizable valueš-or indeed that the actual value of.théir funds. 
-in today's terms-is.greater than that shown in the statutory, 
` balance sheet. Similarly, although thé'riotional profit. reduction 
"would indicate the need to write in increased notional'costs when . 
détermining prices, in practical terms’ our customers Would not 
accept this.’ / 
' Sir Charles acknowledges’ that ‘shareholders should he i 
interested in seeing inflation accounting applied to their com- 
pany, but he strongly :hopes ‘that the accountancy profession . 
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' business", But a; company’s report and accounts are:a' -will not extend this idea- too far’. The Underlying’ logic: of the 
matter firstly for shareholders and if the new-stylé BPC report’. ‘system:he considers is “unquestionable,” ‘but the only answer to- 


‘the problem it exposes is to cure inflation itself, which i is not- 
: within the power of individual ep. i l 
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dn a woila ‘Gf shifting values some e things are. worth E 
, preserving. ies e "ME T s 
"The "Y's' tradition'of service to the young, for exemple. o 
' The YWCA houses 6,500 girls; young women — and young > - 
,men. New building will provide another 300 places. But , 

+ there are thousands.more tman this needirig a decent place 

* "in which to live. - 
. YWCA Clubs offer the young reasonably: led — and ` 
enjoyable — accommodation, and a place to go'to find new + 
interests. “For young girls, our Further Education Courses 
. help during the first difficult years at work. But above all, po 
. the YWCA gives the young a chance to serve others. 
Our field workers are active in new communities, in 
- delapidated areas, amongst young people-everywhere, Last, 
year.we helped over. 13,000 young pewigcted travellers 
/ atriving.at London railway statioris. " j 


to. a 
ns E D - 


Please give, and please give today, to help: carry on 
-and increase our 'vital social work. ay 


-YWCA of Great Britain | 


National Offices, Hampden. House 2 Weymouth Street 
Loridon w1 N 4AX. OS 01-:636 9722. RAT 


Yu could have thee < — 
letters after your name s 

E 2 wihS0A | . 

E . guaranteed tuition ' ac 


Qualifications are the key to success. Without them, you . l 
| could stay in the same old rut ind years. With them, the v Way.' ER 
to the topis wideopen. . we. de PUE 

We re now offering you a ome study course with a | 
unique - ‘benefit: a course which guarantees to coach you~ + 
until you get the qualifications you need! It’s a fact! We go o e 
on coaching you until you pass your exams. And thousands 
. have already passed through The School of Accountancy. e 
' thousands of successes in professional examinations!70 major ©, “a, 
prizes, including 20 S. Laurence Gill Prizes, 29 Leverhulme. 
Prizes, j 13 Donald ' L: "Moran Prizés, 10, George: Russell | 2d 
Prizes and many.more. Last year many of our'students ^" ^ 
re-enrolled - for further qualifications “after passing. their. ie 
examinations — and many more of our enrolments were - ' Dur : 
ehtirely the result of recommendations from former SOA + 
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n 





- «students; Once you've. ‘experienced success through . SOA, - = v 
you'll realise there’ sno reason why youcan'tgo right tothetop, . '"«* 
With the School of Accountancy you study in your own ^. ^. 


home, at your own time, at your own pace, All materialis o |" 

.. specially designed to develop individual potential You are; ° 
coached by a-tutor who is, a highly qualified expert in your |": 
field; He will guide you through the course and the model. ,;” 
answers, stép by step. And give you advice on exam. e 
techniques. PE aa 
Find out about the School of Accountancy. Fill i in’ this EEN 


ma 





ul “estandard” ‘companies e : . coupon and. send i it off today — your first gis on the road to * 3 iu 
. M. Formed by experts to meetthe precise needs ofthe ` f SUCCESS, | M E 
. OUS concerned, they: reflect: current legal practice. | ."Your way to Success starts h ere! 
immediate’ companies ; ~ SS RET NETS REDE a 


', Sim plified com pany formations using pre- -drafted standard ` 
Memorandum & Artiçles fcr extra speed and simplicity, 


bé ‘ready-made’ companies ` > 


: Post this coupon today to: ' ee ^ i s P |. 3 
The School of Accountancy & Business Studies, p E 
a 1078 Regent House, Stewarts Road; London SWS 4U] : 


y 


- Incorporated Private’ ia with £1 00 authorised - 
. Capital. . l E % 


1 Regent Home. 341 Argyle Street, ERNS = 8LW. 
: Subject or Examination ‘ 


Sl ‘special’ companies | P ae 
ul We are expert in forming Guarantee Cana Public 


Companies, Unlimited Companies, Charities, Industrial & C 
'Provident Societies and Housing Associations l 


1 
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Eb S Societies. - "m p : 7 
i Telephone: 01-253 6214.. Telex: 261010 The School of Accountancy |- " 
Ji dan & S L gi N 
b, Wilec House: hemo y | | & Business Studies "EST. 1910. | = 


| ' Accredited by the Council for the Accreditation. l | or. 
| E y E . of Correspondence Colleges. Jr Pu 
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Li a mepe es me ma mam mae Saee me m ra e me P 


" - London EC1Y 2BX. © > | E p ^ Jordans «9 
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Examinations of the A CUTS e uera 
institute of Chartered AM 0. NUS 2 
! Accountants | clients will 
EA : At de aaa: leading to:the qualification « of. Chaéiercà Vision Mei : > z | E E 


: E a P £ p Ponien eme: students have gained over ; 


- 11,000 SUCCESSES AND 350 HONOURS © 


i Ped fifty-six first places, thirty-eight second places, sixty-six third and: fourth de 
LE. places, and numerous prizes, medals and scholarships. i 
eu LINKED ‘PRIVATE: 





- e, The Metropolitan, College offers you the benefit of 


m E * more than sixty years accumulated ex erience in ` OS dri "UNA : odo. A 
E UR ee ied : ye STUDIES -. - F'You' VE never Flut ‘anything, you'n never miss its Pak ae 
zi n ES x * A-guarantee of coaching until successful, D - TEe;-Luton- College of 
^us X Helpful, üp-to-date study. notes, mostly in. printed, Technology and Metro-' But if you’ ve known a, ‘reasonable standard of ing imagine 


> pocket-sized" booklet form.  . 
heat ee Adequate test.praccice and tutorial criticism. ' 
7 4 je Invaluable self-examination questions. 
5.0.0 Official publications of the Institute; appropriate * . 
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now, 


politan , ollege. 
^. for, 


offer: facilities 
oral . 
correspondence tuition. 








and | 


the d of reduced. circumstances: ee "s 


EN + 


“We help people: who: ‘have practically ‘nothing — 


except: 





x^ „to the Intermediate and Final examinations. ^ . One pe pep fps “| “memories of happier timés: in a happier age. T sa 
rof wy -— d u i ` 
ides POINT D IN MANAGEMENT. areas pf "|: Many-of your Clients-will' understand and' will synipathise with: 
pu T UNTIN CES «| Weekee tial 
UM CERTIFIC ATE ÍN MANAGEMENT `| "Punch. courses = _ what’ we are trying to do. Many of them, if you suggest it, `. 
PUER INFORMATION ^. «c. o Peri sued might like to remember us in their Wills or with a, Covenant... : 
At “The * above menion. examinations -are open to" For details of these, and 

uer members dh the dad | and have' been instituted i9: iu other .- linked : us ne all, what gr cen gift Air . be ‘than giving f arlother 
zs © improve thé, standard of accounting services an Write to:- Metropolitan : v 

ary + to encourage study in the increasingly important field | Callege, . St _ Albans. ae oer y Person some 25, to NM or? tu Da. LE 3 
cuu o« Of. business administration and organization respec-'. | ALI 3NE, aL Rx qe FINE Su edi i K po , Se "ru FEE Te 
fed tively.. When applying “or particulars ofthe College's ,- — i i 
fone * expert postal courses, please specify the examination in which’ interested. . La V 3 
GT Write today for à free. copy of this college ‘Accountdney’ rocooclal: to the” - DISTRESSED GENTLEFOLK 3 
ng Metropolitan College, St Albans (A1), or CALL at 30. 


Queen. Victoria Street, 


p> 5 ^ London. EC4N 4SX. Telephone 01-248: 6874. After Office “hours. (6 pn. E 





pem Monday to Fridav) telephone messages are recorded electronically, ^... p AID ASSOC j| AI ION. 
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y x Founded 1910- `. +> > 
‘on + Member of the Association of British R Colleges. 


a ALBANS : "Help them: grow: old with dignity” 
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a | ET. <a : T MEMBER OF. THÉ: ASSOCIATION, OF INSURANCE: BROKERS - ze L n : 
A tus E | HEAD OFFICE; REX HOUSE; BALLARD'S LANE, LONDON! N12 0EG ^ Ex! 
NIE E uu QI ` Telephone 01-4458855 PBX 7 Le te p per 
bo ace THE ‘C.D.A? OFFERS THE: COMPLETE: "INSURANCE SERVICE FOR THE E MOTORIST cu 
Sl]. SAND ARRANGES “SPECIAL, MOTOR POLICIES AT ‘LLOYDS’ FOR MEMBERS OF re 
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T . WE SHALL BE a TO. FORWARD’ FULL, DETAILS, ‘WITHOUT - OBLIGATION, ON. RECEIPT: OF THIS. COMPLETED FORM ins]. 
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as Y EN il EXACT OCCUPATION ideni 0% Ea “Type of business of, Employer. a CN ec JR 
Ue BD] + Mak DF CAR & MODEL... ee Cubic Capacity on au Valle Ex... eàr of. make. ey "i 
Em | Require a quotation , Hor” COMPREHENSIVE/THIRD ` PARTY FIRE 86 ¿THEFT/THIRD: PARTY ONLY iS Cs 
COE qu _ BENEFITS AND AT. THE RENEWAL DATE’ ‘OF MY.EXISTING POLICY-ON THE; p A Ghia ene, copie M A 
E MO “VSHALL BE ENTITLED ike Sees Sener 56 NO, CLAIM BONUS: REPRESENTING... ut “Years! Free of Claim’ M | 
p can p ‘ 3 A ‘Have : you driven under a ‘full’ licence for at least twelve: months ?.. e ud esa cones eer oe : quic un — t : mx 
vau Y TREE Requize a quotation for myself only driving| myself & Spouse /any driver”. puc. c a imc pe iu wl om 
ee " E Do you wish to: pay the first £15 of any; ‘claim. yourself?.. m. DN ne eee Ne oc du e Lud di Vs E 
l E : Jd 4 - Will the car be. driven by any person. under 21 years of age >. ave va ELA KEE RP SNC E 
COME C, ds. the: car normally garaged overnight ?: ee i eee EE ae DNE eee NES. idi a ae a fe 2 A 
Ls AN ied :Náme af existing. insurers. NT eee e EN NE MDC PE crio Delete where necessary - m ES B i 
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ms bad Match trade o Giros still how ‘higugh d thé SI 
and other veibal whitewash, and the stock-market has, to take. 
; notice of them: This is-not nécessarily the fateful ' writing | on the ’ 
E Wall", “but is like some Slogan. daubed on a wall’ and. difficult" 
; ; ito ignore. m TIN ue E n 
~ It has certainly. given the m" of the’ ema sametfing 
“to work on. The massive trade deficit confirms the bearish view 
| a the economy, in- balance:of. payments terms, «cannot with-. 
"stand the effect of massive injection of “growth” ahy more than > 
the: Government:could politically: ‘withstand a Massive injéction. - 
of high. interest’ rates when it ‘came: to IO pe cent fnQrtgage . 
loans from building societies: .. | ee 
- The ' impression is: apparently’ pee a about ‘that’ the 
. Government is in no way alarmed at a one. month's. deficit of 
t2 £197. million.. Traditionally, one month's trade figures: only; - 
' «constitute a.trend when they are good. . 
^, But even ifthe Government is prépared to wait 'another 
ee before ¡another set of figures confirm a bad trend, the. 
» days of peak unbridled. consumer spending must be numbered. i 
-even. if ‘they may not be completely over. 
The next about-face in Government policy.is now even more - 
- likely: to be a-change in the basis. of credit and monetary control. 
A move back towards control by quantity 'and category already : 
| instigated by. the. building Society. intervention icd be more” 
: r widely introduced. 





ates 


Te "Stock Exchange cuni as stated thé b cae on bsc. | 
ember firms incorporated with. limited ‘liability «may 
. obtain a Stock Exchange listing for their shares: The Council 
` has ruled, subject, to confirmation on May. rst, that all directors" 
"must at all times be personally members of "The-Stock Exchange : 
“arid that no non-member or company may. ‘beneficially i own more . 
` thin ro-per cent of the issued equity capital nor be entitled" to.’ 
“exercise more than 10 per cent.ofthe-votes.; ^. . 

vult any: non-member’ S holding is aboye that limit he may be 
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assist companies in which they invest intends to keep its opera- E 
‘tions secret. Those. concerned are ‘very. conscious that ‘the co- . <> 





- E -7# Y a wee * aerma 
r z £X A Kara d e e e m i a 
5 - 1 y - ert nos r Bs * a 2% >t 3 i f A CAE SS gi rus PU Ww I Xt. 4 ea D 2 pt 
A , * si + n a, "ES eos ] -3 He «y Lo LIPPE - toT I t b he on t 
r . : > B 
ata r - » Ax af r wt t 1 a ia , nu NS , pr el E tajl 4 " = s$ : CEA - 04 £n 00n ir g = * 4 
baj ~~ j z = ^ i - > $r + Sa DL" is a! "a =! RAM aF a Mor i: 4 » * 
f ri ca fe > €T wf = = E ERANT. RP F? 3 T 2e 3 Pes. e y Qi ^oc PN 3 a i: - s. . , ) t à 
a7 P t. E r € à ` à "LOTES ras J tao, AC 0*7 (^ E * : Ly Es eno > am e n. T, nr. por . , 
"o x A At ru oa ` " TU o4 on J re}. vet ~ ro We v. n x : ER Oe r oe h > 4 
7 J Š E 1% in 3 aae io t mee ME md " à . " E . 
e t ` Ae e TEES [^ E M "ox da - 1 ` 
"E : x49 wet ae - . -xX ar y aro A Y 3 : E : . 
A .. x : arf 0n t rM EE DO" I ed Vu aces 5 te 4 NO Wu PES rr s € M. le Lr Em 
: S ‘ zT Ru z < E. S S. MCN x 1 uw SA x 
6th, x Pr + ok ` m wks an ERI RM" ha na rs . Y PEE ES 8: pS 
q XR. 4 - ` T5 4 ` CE EE - à ES + E à 4 D 
of x r r r 3 ty k 5 t ` 
: EM A te: ee sy ai od , ^ ` Dor ` E BIEN 
* > x te e “a li Er dio a R "a. t ED , EH 
‘ . a E Y uode "x 27 y S i ` . : i oe . po”, Fs Pd 
ú P x A i a A dE y; ds ars i ¢ E ^ E E 
i * ` t ‘ tow , 4 E ' 7 i — 7 4 - 4 D - 
! . 3 + ' E ie t ^w LET ce a a . "E : ur T X 7 : oad i E g tia 
" 2 ee pa k d EE Vm i de x. y y : E E , 
boa + t à 
4 y . i} POM A 


- 
- * T " - © r +e N t 4 - D 
[d LI at r ` * ` 
4 7 du d. o r 


Mr to edie his is holding If he de not ido: SO y tie directors, pon 


.or failing them’ the Stock Exchange Council, will be em-: = 


powered to: sell the excess: shares and remit the’ proceeds to the me i 


- nonzmernber. .A. jobbing firm: obtaining a listing for'its shares" . 


will not be allowed to dealinitsownshares., ^ e ' + 
^ Hambros -Bank -is currently in the process of. taking : an 


- eventual/9:5 per cent stake in R; A. Blackwell, one of the biggest ^. 


firms of jobbers, but- ‘Dawnay. Day on its own account ‘and " 
through Floreat Investment is to increase its stake to 14 per cent. is: 
¿The two deals involve'some £260,000-and the funds will broaden’ iE 
“the Blackwell’ equity. base and ER a Blackwell's business d 
in overseas securities; uS EN "E VEN 
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ATURAELY there has biens some ‘comment on dé m s A E 
that the committee of institutional shareholders formed to^ ne 


operation. of compány. managements will depend « on the absence Po 
of publicity’ but the ony. is hot as good as it used: to be at ;. 
keeping secrets; ` Ato 
The British E E Kea hás agréed | to join with the? ee 
"Association ‘of Investment Trust Companies, the Association. '. a 
of Unit "Trust ‘Managers ‘and’ the National Association of . 
- Pensión Funds to form the new organization to. có-órdinate ji 
investment protection , activities. “The: formation of. such an n iE » 
‘organization’ was first mooted last- year by Lord” O Bacay: DE 
-Governor of the: Bank of England. A E E 
A joint staridihg committee of the hamen of sponsoring. ` 
‘bodies will administer the new body which will operate. through ! I" 
‘Case Committees. Those committees will include members of ` 
the constituent assóciations who are shareholders in the corn-. " ". 
panies concerned and will.be assisted by industrialists or finan-: >. 
cial: consultants. ‘The companies investigated may. also be. 
encouraged. to ‘enlist the help’ of Droieeional advisers. 
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> y close of business before ihe Faster crak the F jnancial 
Times Industrial Ordinary share index had. „climbed 
‘slowly and laboriously to 463-9 as compared with: :524"3 a 
_ year earlier. Mar‘ets are still dull but sentiment is better. 
` Substantial gains have been added to some engineers . 
ani shipbuilders, but banks and-finance houses are in the . 
«doldrums. Falls i in this sector are overdone, but their turn 
will come again. - ( 


Interest a are ‘not ‘subject to control under the: 


Prices and Pay Code, but the White Paper on the operation 
of Stage Two of the Government's. counter-inflation 
- programme (Cmnd 5267) says the "Treasury will, discuss 
with the Price Commission arrangements for receiving and 


. examining reports from thé businesses concerned on their’ ! 
. recent years, and despite a 37 per cent. pre-tax profits rise 


.net profit margins on interest-earning business. : ` 

“If the reference level, calculated on the basis debel 
in-the code, has been or is likely to be exceeded, the 
` Treasury will consider in the light of prevailing monetary 


policy whether . corrective action should be. taken. The - 


'* market does not like this uncertainty. 
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fixed interest stocks and ordinary shares: 


Below is¡óur current selection of corporation loans, 
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Pe SU | /07 1972-73 
aA i — Price * Yield High’ Low 
- Greater London Gb per cont 1990- g M M MN 
^ 92 i 75 .. 9:0." 89 / 73. 
Birmingham. 74 per cent 4980- 82 90 8.6/. 102  " 88. 
- Camden 9 per cen- 1978-80 . 101: 8:8 101 98. 
Cunbarton County 8$ per cent ' l ee IDE 
1977-78 | ie ; K 69 > 98`. : 99 96 
Fixed Interest Stocks (Industrial, "Commiercial) | 
* Ps g f i š z 1973 
PEN MEA. MEM. Price -Yield "High - Low 
^* Cavenham 93 -per cent loan. UR CAE 
1992-97 ` 93 - :.10-5 106: 90 
Thorn 63 per céntloan 1985-89 .. 70. 93 - 80 69. 
Tate & Lyle 74 per cent ‘debenture | RENE | uM uS 
, 1989-94 A e bas. © 7] 9-5 91 75 
* Transport Development 64 per ' IN EE 
DOS centloan 1889-94 . 69 9:8 . 79: 68 
"T 5 Ordinary Shares | . 
i d x4 PIÈ cu. "1978 
" p ASA ug ^ Price. Yield Ratio High Lew 
"Guest Keen 8: Nettlefolds = .. ..: - 7 l 
£1 shares .. 22.2 350 | 39. 158 370 nec 
.Ready Mixed. Concrete "NE | R 
. 25p shares ... 157 41 — 183 135 
, Swan Hunter £1 shares > — 176 60 -— 183 143 
_ Rowntree Mackintosh ' 243 2:8. — 294 225 


~ 50p shares. .. - | 
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Guest Keen € Néttlefolds- EL NE 


- last to respond. In this connection the experience of Guest 
Keen & Nettlefolds is typical. For: the first half of 1972 . 


_ taxable profits fell £371 million jo. £1839 'million, but 


prófits for 'the full year rose by. f 5-47 million to £50°51 


million. The total dividend i is the permitted maximum of 


13:385p.. © po ; 
- The directors report that the strong finish to 1972 in the 


United Kingdom and European operations has con- . 


tinued and, indeed, accelerated in the early part of, the 
current year, and this; coupled: with reasonable prospects: 


¡in other major overseas areas, justifies. an optimustig view. 


of the results for: 1972. kon ure a T 
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¿Ready Mixed Concrete. b VELIM g EET 


This company has been a very. 'ereditable performer in’ 


to £15:63 million for 1972, tHe: board expect a SURE 
increase in group earnings for 1973. . | 


Over half the year 's output has d been. tendered’ 
for, and overseas sales have risen from 40 per cent to. 
45 per cent of the total. The company has large: interests 
in Germany and France which have «still to make their 


The shares are good vale at the present price... - 


42:88 million to £5°38 million exclusive of grants of not: 
less than £12. million for the three years ending December 
Da 1974. The dividend is the permitted máximum. of 
iol pér cent but earnings per: £1 share are 30: o3p oe 


grants and -48-57p “including grants. . — = 


The directors say the, results would have justified 
dividends ‘substantially greater’ than those for. 1971 before 
taking into account the grants, and, that trading results for 
the current year “will again show a marked improvement”. 


The shares could prove quité rewarding i in thé short term 
despite their recent rise. E 
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Row wntree. Ma ckintosh ` pow 3 l l 
In the past year the pre-tax Tom al iis company rose 
from £9,157,000 to £12,561,000. In the United Kingdom 


the confectionery büsiness significantly. increased its share- 


The grócery division showed a satisfactory. i increasé in 


7o April 26th; 1973: 


> 


. In any upturn on the Stock Exchange, engineering Bien — 
and. particularly heavy engineering; shares — are often the 


-_ 


| Shipbuilding shares 'are not for everyone pe MT of dice 
cyclical nature, bút financially and: investment-wise Swan 
Hunter stand head and shoulders above other shipbuilders. 
^ The company has: just: reported pre-tax profits. up from 


of a larger market with a consequent Increase in: profits. 


~ 6 id E * as 
x f 25 a 
i + n ^ 7 d . M 


i " 
Za y 7 : Solar” - £ e 
i € a = Ant eta 
t- AI S "E pm r i E Sy ovem 


April 26th, 1973 A x 


ils Sali iud: value and. an a result. The: 


E S ET . " > 
. ` e te f^ ^ a 
we + E 
A ^ » P : 
, + RAE EI ME t= g - - 
~ oe r . Ln 1 = 1 
~” 4 ^ - 
a F a x M C C "m E - 
cca d DEA a x n 
= » 
* E ” ro . : 

NV - i A . a 

A gom t y 2 


European division experienced. a rapid rate of sales growth - both in the. enlarged EEC and overseas. The directors are 


and. a Pee increase in trading iie 


confident the group will continue. to prosper. 
IR M" E * d 
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ONE! of the advantages of the trusted. 
scheme for the ‚prepayment of. school 
- fees originated by the School. Fees Tn- 
. surance Agency, has been the fact that, 

not only is a worth-while tax-free discoünt 
. allowed, but the settlor can forego his^ 
surrender right, with: the effect that the 
capital is removed from his control «and 
-thus from -his estate. As a result, the 


- „current practice of the Estate Duty Office ` 


. is that; once, a capital sum has been päid 

` ovér in that way, it 1s free from duty,. 

irrespective. of when the settlor may die. 

'  '?Thé.yield from the scheme has beén 

improved by using a' different type óf 

` annuity policy. For instance, if fees of 

- £300'a term for 15 terms (total £4,506). 

are required, and the capital can be paid 

éight years’ before the child will go “to 
school, the cost is'£2,674. < 


se 


l Now, an entirely new scheme, oa | 
_as the Capital Growth Scheme, has been : 


"introduced. It,is an alternative to the 
.— guaranteed scheme, : and is intended to 
'" provide ‘some 'hedge' against inflation. 


"Three-quarters. of “the purchase price . 
s. will be invested in a Save and. Prosper > 


t 


Property Bond. The remaining quarter 
of the original capital wil be used to 
purchase an annuity to give a guaranteed 
return: When the child is due to go to 


school, the property bond will be cashed - 


| by the trustees. and will be used to. ‘top 


up’. the guaranteed payments under. the 
annuity. 


So as to reduce the effect of short-term ` 
.fluctuations, this scheme: is being made ' 


'available-only in cases where there are at 


is due to go to school. 


a As’ with the scheme providing guaran- : 


teed. payments, there is no liability for 
income tax or capital gains tax for the 
_ settlor, the parent, or the child. Neverthe- 
less, for tax purposes, the property bond 
may be treated in miuch the same way 
.as if it was held by the settlor. In this: 
: event, the gain. over the period while. 


‘relatively high rate of income -tax, the 


equities will be both direct: and through, 
¿least five years: to run before the child E 


-tural land will.be made, through’ the 


the bond has been in forcé is, divided by , 


the number of full years involved, and the 


resulting figure is added to the settlor's , 


r 
+ 


income for the final year. ‘If this puts the 
settlor.ihto a higher. rate tax bracket, 


Or adds to an existing higher, rate liability, ' 


the gain will be taxable." 


Under the original guaranteed scheme 


a settlor has the option to retain his right 
‘to ask for the surrender of the. policy at: 


` any time before the child goes.to school,’ 


'in which case the capital surrendered 
E Aau be part 9t his estate for estate duty;.- 


4 y t - 
. t . A lo 


«Friendly Society: have: seen à useful tax 


years. Reporting tó members, the man- ` 
agement has said that the Fund has few ` 


f 


render ‘value cannot’ be struck. Thus a 


béfore making income distributions. ' 


Fixed interest investments will'be through ' 


situations will be made through other 
‘Selected ihvestment Pup 


- + * 
^ `~ m: į : 
O 
~< 4 qi? n 
4 
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purposes; or ee can iors that right. . the Gominitice of Management: cannot 
With . the, Capital Growth Scheme; * ignore the fact that the Fund finally. 
because of its nature, a’ guaranteed sur- will be wound up-in 1986. ~ / 
Currently, the policy is. to invest for 
.capital growth, both through the ‘wider 
range equity. holdings .and “also the 


settlor choosing this scheme’ must choose 

the. option where he forgoes . his sáf- 
render right, P y ao Nd 

AM NN NN - - jn the narrower range part of the, fund." 

d od de This policy will continue until either the 


E i cd [T ne a improvement in the outlook for 
WHILE many,transactions in the field of sharp imp nt in 


saving and. investment will not béár a 
direct VAT'charge; this is not universal. 
Unit trust. manágers, for instance, will 
be adding ro. per cent VAT to the 
management chargés which they levy 


"for gilt-edged stocks to be bought? The 


as well as income. l 


E Lo Be os de ; 
Nevertheless; the. initial charge, in- |. - IEEE XM 
cluded in the buying price of units, will CHANGES have been made to the Langham 
not be affected. in.this way. Also, unit ^ Property Bond. ‘There. are no longer any 
trust investors benefit from the fact that 
management charges are deducted. from 
gross income. For anyone paying a. 


LN 


is invested immediately. Units, however, 
will have two prices. The bid price is 
calculated each month by dividing the 
total value’ of the assets comprising the” 
fund by the number. of units entitled to. 
participate. The offer price cannot exceed . , 
the bid price by an amount greater than. | 
5 per cent of the offer price. 
Property bonds, which have. been in 
force for five years or more will receive ' 
à bonus allocation amounting to not 


net effect-of this increase will be minimal. 

-For some time there has been a 
certain ' amount” of speculation’ as to 
whether Property Growth Assurance 
would introduce a managed bond, because 
it, seemed firmly committed to property ` 
only. Now, it has decided to have such a 
bond, which will be known as” the- 
Shenley Investment ` Bond. It will be 
launched. quite soon.  .. 

This bond will spread invéstments over. 


"effect, therefore; the difference between ` 
five sectors of.the market. Investment in 


bid “and offer is reduced to a service 
charge on encashment or a maximum of” 


+ 


unit trusts of Portfolio Fund "Managers, 1 per cent. "T 


+ 


Ltd. Investment in commercial property = ` -- | U^ d. Wow 


wil be through.the Property Growth - So: Lo 4 
Unit Fund, and: investment in agricul- ee ES reu doa oe ee 


Property Growth Agricultural Fund. - SOCIATION has introduced a personal. 


pension plan for the self-employed. > 


gilt-edged, stocks and other high yielding `. Premiums are accumulated. with interest 


securities. Also, investment in: special. 


tion is converted on death into depend- ~ 


585 


Plans for 19732 aré for farther developmient of the business 7 


: = ET acd prospect of a bear market for equities or a ` 
goverhment' securities makes it advisable : 


fundis exempt from. tax on capital guns > 


initial charges. The whole of thé premium ~ ` - 


less than 4 per. cent of the value of their” 
units from the fifth year onwards, Tns. v 


PROVIDENT MUTUAL LIFE “ASSURANCE AS-^ 


and bonus in cash form. The accumula-' | 


.convertible debentures at present held . E 


vd 


- 
. 


~ 


a 


: ^ - vants pension or on survival to pension ` 


} 


t3 


' to take dependant's pension;. - : 
: There are options to take a cash sum, 


HOLDERS ` of units in the Family Bond ein the permitted limits, and to. use - 


Fund 1977-86 issued by the M. & G. the’ balance for an enhanced pension 
‘based’ on current immediate annuity ' 
“rates. Or a dynamic pension. can be 


taken. This increases as an offset to. 


free increase in their investments over the 


redemption liabilities before 1981 at the - ‘same basis as the-Provident Mutual's 


earliest. As a result, a reasonably long dynamic pension plan for individuals and” 


Investment view. can be e cuen = group schemes. 


+ 


+ 
a 
in 
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E E p "To . “age. into personal pension, with options zo 


e 


inflation by the addition of bonuses on the”: 
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VAT. Prepayments 5 
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‘Customs and Excise Reply ` 
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Sk, > Ti your article on VAT. on March lo you "drew aftentión ` i 


“to possible confusión over the tax: point for prepayments. It: 
‘might help ‘to remove any. misunderstanding if. I explain , the 
background to-clause 5. of this year's Finance Bill: ^ ^ | 


- During. consul-ations between Customs and. Excise ‘and a 
númber of the major representative trade bodies'ábout clause 7. 
of the Finance Bill 1972, which were’ undertakeri between: the : 
‘Committee and' Report Stages of the, Bill, we set out quite’ 
clearly i in our proposals that, inter alia, the receipt of a payment - 
‘before the date of removal of goods or performance of a service 
would be.a tax point, to thé ‘extent’ covered by the payment.. 
“Where that-occurred, it would not be overridden: by the- later 
Issue of'a tax: invoice within 14 days after tlie. basic tax point.” 


.. That there was intended. to be a payment tax. point «for . 
E 65 as well as services, in addition to'a tax. invoice tax point, 


E if either of these events preceded the basic tax point; was ` 


explained i in the Eouse-of Commons during the Report Stage of 
* the Bill. (Hansard, July 11th, 1972, col. 1458). Unfortunately, it | 
was not'noticed that the drafting of the amendments to clause 7 
“dic not give proper effect. to. this’ intention, ' ‘Clause: 5 Of. the 
Current Bill merely repairs the omission. - e E 


in considering the need. to’ amend section 7 (5) of the 1972 
"Acc now, we did not ignore the effects of such.an amendment on 


these traders’ who had based their accounting. systems. on the . 
- subsection as enacted. Indeed, we considered that very care-. 


. fully. But all our discussions. with associations and traders at . 
national and. local level on the application of the: tax point 1 rules _ 
^ have taken place ch the assumption of a prepaynieht tax point, * 
= wh-ch is also provided for in our Notice No. 700. (General: 
Guide), paragraphs 31 (a) (i) and 32 (a) (i). In our view-it would 
: havé caused more inconvenience on’ pene to. leave- séction' 7 
.— (5) unamended than to alter it, ^. 


The. Ways and Means Resolution decine: with the pu 


M ey was passed by the House of Commons on March. íath) 


' has statutory' effect under the provisions of the’ Provisional 
Collection of Taxes Act 1968, and under it the amendment to 
«section 7 (5) came into effect omApril ; Ist, 1973. ‘Consequeritly the 


< publication. of;the amended- i information on tax points in:ọùr `` 


` ‘Amendment Leaflet No. x is in accordance with current law, and . 
Sho: ald clear up any doubt that still exists. ^ - 


“We are, however, iot. unmindful of thé próbléms of [ados 
Phe. have- based: ‘their accounting’ system on section 7 (5) as' 
. enacted rather than on the General Guide. We have given both’ 


to.the CBI and to the Institute of Chartered Accountants assur~ : 


ances that these traders will be given' a reasonable time to 
. adjust their system to comply with the’ amendment; and that. 


| andixidual ç cases wi-l be considered ‘sympathetically.’ ' 
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_ Holidays: for the Disabled i Spe ES ie 


; 8m, — I am-wondering ifi any of your 1 NUM who are retell? 
. Or about to retire, would be willing to give. even a few hours a 
abs to help this small charity in its book-keeping. » Sd oe 

The advent of VAT has made for more work than our present ' 
volunteer can happily. deal with and we need help i in arranging . 
salaries (only:a small number of ‘these),. in. making: a monthly ` 
return om some of the. goods. we, sell, and. in book-keeping” 
- generally.  - E i 

I would be.so grateful if anyone. who is interested. would ' 


Ps ET contact me at the Winged Fellowship Trust, 79-80 Petty: France, - 


London SWr. This is the office from where. we rün our two 
_ “holiday homes and: organize holidays for disabled people. We - 
try to do as much of: our: administrative: work as; possible: with 
volunteers so that the maximum amount can be spent: on the 
‘disabled. 

We are a bona fide régistered, adis dealing with. a epi in ihe 
Services provided by. the Welfare State. ! 


MEC , Yours faithfully, ` p E E 
Ww M "JOAN. BRANDER. (Mrs), ¢, 
. London SWI.. in E us  Wihc FELLOWSHIB:* TRUST. | 
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Capital Expenditure and VAT. " E 


Sir, ~ It is unfortunate that the Ascoustiag S Standards Steering - 
Committee have adopted: such à very narrow interpretation of 
their terms of reference in EDg The accounting treatment of: 
grants.under. the Industry Act, Ire. [T he: "Accountant, March 
Ist 

The Committee should have been. told. that, as. an April- 
Ist,-à much more important but related problem was' going: to, : 
arise — namely, ' the treatnient of VAT credits on capital ex- 
 penditure. The two bnc ‘should have been examined. 
together. $e | Y 

We had adl he samé ‘problem. with. thé old ifivéstment 
' grants. Some early evidence would have saved a great deal -of. 
trouble in this case. There.is no doubt that the best treatmerit^ 
for the old investment giants’ was to.deduct the grant from the- 
capital asset and then.to depreciate the-net-amount. This should . 
' be recommended treatment: ‘for the new grants and for the new 
NAT credits. - 0.0 07%: $ i 
- The one additional. ey ee Re which I would make i is. 
^ to require the fixed assets in the balance sheet to be shown as 
follows: 


Nu 


pm goverment. ds "AME a 
grants and VAT. > depreciation - 
credits `- E 
This treatment would meet most. of the -requiternent in. 
penipaph 7 of EDO. A es SG! 
T Vous faithfully: 


£ E 


P ie GRIFFITHS, 3.00. A.C. cA E 


Post-qualifying.i Education’ . 7 


SIR,- — For ‘some’ considerable. time 1 ns been awaiting the: 
Institute issuing its.-policy: with regard | to post-qualifying 


d Cost ii 


Dolan Wr. 


-€ € 


education. I received this document through my district society 


- secretary on April. 3rd, and T note that, it is dated February. I: 
read that members who are interested can obtain a copy-of this ` 
document from the Institute; I am surprised that on such an ` 
important issue every. membet has - “not been ` individually. 
"supplied. - - > | : 
I was also amazed to read i in. bd foreword by the President 
.that it was the Counéil’s intention to .seek approval of the ` 
amendments to the Royal’ Charter and -bye- laws to introduce” 
^ this new System at a special meeting ón June 5th, 1973. In other'. 


E a sd -* e” J 


. words, it would seem that the committee dealing.with this matter” 


«has rushed the Council nue not: given: the members a veasna | ' 


1 a . . E r ; 1 
d " 5 ¿e "une a , s. Ld > to 


~ April 26th, 1973° : 





oros a corr wow 
- INTRODUCTION TO 
. BUSINESS COMPUTER 
PROGRAMMING 


by mn ! E 
. T. W. MCRAE, C.A. 








in the beginning electronic digital computers were 


used solely for mathematical and statistical work, 
and so, not unnaturally, thé programming of thése 

'" machines was carried out by mathematicians. The most 
common application of computers today Is in the field 
of commercial data processing, but the myth that a 
knowledge of mathematics or even of electronics is 
required before one is qualified to become à program- 
'mer is hard of dying. In fact no preliminary qualifica- 
tions are required for programming except perhaps a 
certain basic common sense. 


This little book is intended for accountants, auditors, 
managers and others who would like to find out what 
programming is about. The book is not intended as a 
‘programmers manual” but rather as an introduction 
to the concept of programming ane the job-of the 

' programmer. 


|. -PRucE Él*60 ner 
175 clean aspi and VAT (2p) in 


TO-GEE & CO (PUBLISHERS) LIMITED 
City Library, 151 Strand, London WC2R 13) 
Felephone 01-836' 0832 


Please send................COpy(¡es) of INTRODUCTION * TO 
* BUSINESS COMPUTER PROGRAMMING, by T. W. - 


McRAE, C.A., at£ 1:75 including postage and packing 


Remiitines £ is enclosed Date 
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integ rated 


studies- s 


From, September 1973, Foulks Lynch are . 
introducing a new programme of integrated 
courses to meet tha.new policy of The Institute | 
of Chartered Accountants in England and 
Wales: These new courses are designed to give 
students the highest possible standards of 
tuition and in doing sa, to substantially 

increase students' chances of success in each 
stage of the Institute's examinations. The new 


courses will run concurrently with existing 


courses and are open for group or individual 
enrolment. | | 
Foundation studies 

For Graduates being examined in one or more Sub SEHE. we 


shall be holding Block-release courses, Tutorials and . 
Linked private study. , 


Professional examinations 


Block-release: and Pre-exam courses, Tutorials and 
Linked private study will be tailored to the Institute's 
rios and. the needs of individuals. 


Linked courses with Colleges 
To enable students in:widely scattered parts of the COUR 


. to benefit from oral tuitionlinked with their private studies, 


Foulks Lynch work jointly with Polytechnics and Colleges 
of Further Education countrywide to ensure a programme 
of co-ordinated study ánd further enhance students' 


' chances of SUCCESS.. 


P RIVATE STU DY 


Students working Foulks. Lynch home study courses 
consistently achieve higher than average success rates in 


professional accountancy examinations. Courses can be 


planned to meet individual requirements." 


CLASSES 


To bring. the subject- matter to life, classroom tuition 


- covering all needs of students whether or not they have 


been studying with Foulks Lynch' privately are held in 
specially equipped GIBSSIOOIS in Great Sutton Street, 
London EC1. 


For prospectus and full details please apply to the Enrolment 


2 Officer. . 


the accountancy tutors 
H. Foulks Lynch & Co Ltd 


4 Chiswell Street, London EC1 4UR 
Telephone 01—806 0255 
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opportunity to consider the matter; it is noted that members 
are asked to submit comments to the Institute by May rsth. 
This gives little opportunity for even district societies to call 
general meetings to discuss this, but I did read that one district 
society committee has voted against the scheme. 

I have been against these proposals since I saw the scheme in 
draft, and was informed by a Council member that there would 
be ample opportunity to put forward suggestions and amend- 
ments. He, like many-others, has been taken by surprise, or at 
least so it seems. 

I object to the whole idea in principle on the grounds that it 
will again cut the profession into two classes — the very thing 
that was done away with a few years ago. To the public, by 
having two degrees, it could infer that the ACA now is only 
partially qualified, which surely is not a good image. 

I am fully in agreement with any plans to help qualified 
persons to keep up to date, but this paper does nothing. What 
about the person who obtains his FCA at thirty and never 
again attends another lecture or course? What lies behind this; 
is there any thought that if a person is not an FCA he would not 
be entitled to be a partner in a professional practice, nor a fit 
and proper person to audit the accounts of a limited company? 
Better that the Institute runs its own post-qualification courses 
which would have to be attended by a member every so many 
years as a condition of membership. 

Is this another ill-conceived idea of the Council misreading 
the members' views - like integration? 

I was sorry to see that the Deputy President expressed his 
views at the Institute Conference at Majorca [The Accountant, 
March 15th and 22nd] before members could have an oppor- 
tunity to study the document. I hope there will be many, like 
myself, who do not view this with any favour whatever, and will 
vote against it at the special meeting. 


Yours faithfully, 
C. H. W. SANSOM, 


Past President, 
NORTHERN SOCIETY OF CHARTERED ACCOUNTANTS. 


Middlesbrough. 


Overseas Company Tax Rates 


Sir, — The table of overseas company tax rates published with 
your issue of February 8th includes the following notation for 
Venezuela: *Non-resident companies pay an extra 15 per cent 
on net profits after the above tax.' 

This statement is misleading, because only branches of non- 
resident companies are obliged to pay the extra tax of 15 per 
cent on the net profit after deducting basic income tax. The 
profits of Venezuelan subsidiaries of non-resident entities are 
not subject to the extra tax until such profits are declared as 
dividends and either remitted to or credited to the account 
of the foreign shareholder(s). 

Yours very truly, 


R. M. IRELAND, r.c.A., 


Caracas, Venezuela. PRICE WATERHOUSE & Co. 


ACCOUNTANT 


CURRENT LAW 


Professional Misdescription 


NFOUNDED pretensions to a professional qualification, 
it was ruled in the Court of Appeal recently, may constitute 
an offence against section 14 of the Theft Act 1968 (The 
Accountant, September 7th, 1968) for *making a false statement 
in the course of a trade or business as to the provision of services”. 
B, an unqualified man, had misrepresented to prospective 
clients that he was an architect. He now appealed against his 
conviction under section 14 on the grounds (inter alia) that the 
statement was not made in the course of a trade or business; 
the services provided were of a professional character, and the 
statement related to professional qualifications rather than to 
the provision of services. 

Dismissing B's appeal, the Lord Chief Justice said that there 
was no reason for saying that a false statement relating to per- 
sonal qualifications was not an offence against section 14; it was 
a factor which went to the likely quality of the services to be 
performed. Nor was it open to B to argue that section 14 did not 
apply to a profession, when he himself lacked the qualification 
necessary for that profession. It was unnecessary to decide, on 
the present case, whether section 14 had any application to a 
genuine professional man. 


Architects! Registration Council v. Breeze (117 Sol. J 284). 


Measure of Damage 


ES duty of an injured party to mitigate his own damage 
does not extend beyond acting reasonably in all the circum- 
stances. 

On November 27th, 1971, M's car was damaged in a road 
accident, due to the admitted negligence of D. D received a 
written notice of claim from M's solicitors on December 7th, 
and passed it to his insurers, who in turn arranged for the 
damaged car to be inspected, and on January 26th, 1972, 
approved the estimate for repairs. A few days later, M's own 
insurers also approved the estimate, and repairs were put in 
hand on February 2nd. 

There was no physical obstruction to repairs being carried 
out in December 1971, but M did not have the means to pay the 
bill himself, and accordingly waited for the insurers’ approval 
before authorizing repairs. He subsequently claimed against D 
for, inter alia, £220 in respect of the hire of an equivalent 
vehicle for 10 weeks whilst his own was awaiting repair. 

The Court of Appeal rejected D's argument that M could 
have had the car repaired almost immediately, and could not 
rely on his own impecuniosity to avoid his general duty to 
mitigate his damage. M's duty was only to act reasonably in all 
the circumstances; he had not acted unreasonably in awaiting 
approval of the estimate before authorizing repairs, and the 
award of £220 was therefore correct. 


Martindale v. Duncan (117 Sol J 168). 
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Avoid the ‘Confrontation Game" 
ICA Deputy President at London Students’ Course 


HERE are signs that some people 

would welcome a confrontation 
between students, their principals and 
the Institute’, declared Mr Kenneth 
Wright, M.A., F.C.A., Deputy President 
of the Institute, at the Cambridge Course 
of the London CASS held from April 
12th to 14th at Corpus Christi and 
Pembroke Colleges. 

He said he was sorry that the 'con- 
frontation game' was so popular because 
it tended to be divisive, and stood in the 
way of rational debate, criticism and 
argument because it inflamed prejudice. 
"Ihe things that unite us’, he said, “are 
more important than those that divide — 
that the growth of the gross national 
product which could so easily be achieved 
is a prime prerequisite of cutting the 
cake with social justice, that ecumeni- 
calism should override sectarian differ- 
ences, that, to come nearer home, the 
development of our profession should be 
our major objective.” 

Mr Wright catalogued the recent 
progress which the Institute had achieved 
in the area of education: foundation 
courses had been introduced, training 
records had been published, 'How to 
Train’ forums organized, a system of 
referrals introduced, the probationary 
period had been extended to 12 months, 
representatives of the articled clerks 
sat on the Articled Clerks Committee and 
the Education Committee, syllabuses 
and examinations were being revised, 
and a major programme of PQE had 


been developed. ‘I do not think any fair- 
minded person could accuse the Institute 
of inertia,’ he said. 

Referring to his chairmanship of the 
Institute/ACASS Liaison Committee, Mr 
Wright said: ‘Our dialogue has been 
frank and pointed, but courteous and 
good humoured. I hope, therefore, that 
all students will pause before they en- 
courage their leaders to engage in 
confrontation and ask themselves whether 
it is necessary, whether it is in line with 
professional dignity, whether it really 
advances their interests.’ 


Enthusiastic team 


Mr Mervyn Frankel, F.c.A., and Mr 
Jock Worsley, F.C.A., led an enthusi- 
astic team of lecturers, which included 
Mr John Gibbs, A.C.A., and Miss Evelyn 
Bowyer, A.c.A., all from the Financial 
Training Company. The course was 
primed for pre-intermediate students, 
with the topical subject of interpretation 
of company accounts. 

This year, a feature of the course was 
a computer business game, using the 
university computer, and this provided 
students with a practical insight into 
the subject they were studying. 

Members were divided into groups 
of between six and eight as ‘boards of 
directors’ who had to compete against 
other businesses in the same industry. 
The competition between the groups 
was acute and discussions between the 





Richard Vinson, B.A., 
members during a break between lectures. 


right foreground, the Society's Chairman, with some of the course 


individual members went on far into 
the small hours. 

Mr Gibbs, at a plenary session, 
explained why people wished to interpret 
accounts, whether from the management 
or the investor’s point of view. This, he 
said, led to the method by which in- 
formation was arrived at from the data 





Mr Geoffrey Hughes M. A., F. C.A., course 
chairman, right, with Mr Jock Worsley, F.C.A. 
and, centre, Mr M. Frankel, F.C.A. 


submitted by each company and ratios 
to be arrived at when comparing one 
company from year to year, as well as 
comparing one company with another 
in the same industry. 

Mr Frankel spoke on share valuations 
and how they were used in measuring 
the value of a company, whether on an 
assets basis or on a price-earnings basis. 

No Cambridge course would be com- 
plete without Mr Geoffrey Hughes, 
M.A., F.C.A., and once again he was in 
complete command as the chairman. 
He was always at hand, introducing the 
speakers, as well as visiting the discussion 
groups, helping and advising students. 

Mr G. R. Appleyard, F.c.a., the 
outgoing President of the Society, also 
attended the course, and took con- 
siderable interest in the group dis- 
cussions. Speaking at guest night dinner 
on Thursday, he said that it was with 
great regret that this would be the last 
function he would be attending as 
President of the Society since he was 
retiring in June. He took the oppor- 
tunity to wish members and the Society 
every success for the future. 

On the Friday evening Richard Vinson, 





April 26th, 1973 


B.A., Chairman of the Executive Com- 
mittee, thanked the colleges for all their 
help and co-operation and Mr Dudley 
Morse, F.C.A., a Vice-President and 
President-elect of the Society, proposed 
a toast to the organizers. 

Members took great pleasure in listen- 
ing to the Chancellor, the Rev. E. Garth 
Moore, M.a., of Corpus Christi, and 
to Dr J. C. R. Turner, M.A., PH.D., of 
Pembroke College; each gave a brief 
résumé of the history of their respective 
colleges. 
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Attending the course were two Dutch 
students, whose command of the English 
language made them extremely active in 
all discussions and plenary sessions; 
many of the London students benefited 
from their new and refreshing approach 
to the subject. 

At the final plenary session Mr 
Worsley and Miss Bowyer announced 
the winners of the business game, and Mr 
Frankel kindly presented each member 
of the team with a bottle of champagne. 
Summing up, Mr Frankel congratulated 
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the students on all their hard work and 
effort. 

Closing the course, Mr Hughes thanked 
especially Mr Derek du Pré, the Society's 
Secretary, for all his hard work. ‘This was 
the last major event that Mr du Pré was 
organizing before his retirement, and 
thus a special “thank you” was said to him— 
not only for this year's course, but also 
for all the other courses and events that 
he had arranged throughout his nine 
years with the London Students' Society. 


HIST E A A A A o SIL 


London's President Elect 


Mr L. DUDLEY MORSE, F.C.A., senior 
partner of Arthur Young McClelland 
Moores, is the President-elect of the 
London CASS and is due to take office 
following the Society's annual meeting 
on June sth. Under his leadership the 
Society can be assured of fresh ideas and 
personal involvement in its future de- 
velopment. 

He has a fund of experience of student 
society affairs going back to the time when 
he was awarded the Society's Prize for 
obtaining places in both the Intermediate 
and Final exams. This success, he tells 
‘Roundabout’, had encouraged him to 
maintain his membership of the Society 
ever since! 

Born at Bournemouth and educated at 
Rokeby School, Wimbledon, and Harvey 
Grammar School, Folkestone, he was 
articled to ‘a very small firm in the City 
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Mr Dudley Morse, F.C.A., President-el 


Students’ Society. 






ect of the London CASS, /eft, pictured during the L 
CASS Cambridge course with the outgoing President, Mr G. R. Appleyard, F.C.A., and Mr 
Derek du Pré, the retiring Secretary of the Society, together with Mr Anthony Robb Whitaker, 
who will succeed Mr du Pré on June 14th. Mr Whitaker is at present head of the commercial 
department of the Industrial Society where he is responsible for dealing with companies’ 
management training problems. He will be known as Administration Director when he joins the 





which has long since disappeared from 
view through various mergers’. 
Admitted to membership of the In- 
stitute in 1938, Mr Morse joined Broads 
Paterson & Co as a qualified senior and 












ondon 


the firm is now one of the constituent 
parts of his present firm. Made a partner 
in 1947, he has, as he puts it, ‘through 
mortality and retirements gradually 
worked up to become senior partner 
three years ago’. 


Mr Morse was elected a Vice-President 
of the Society last year. He is married 
and has a son who is in advertising. He 
lists as his particular interests gardening 
and music in all its forms - ‘provided it 
is well done’. 


NATIONAL TUITION FOR 
ACCOUNTANCY STUDENTS 


IN order to offer as comprehensive a service 
as possible, The Accountancy Tuition 
Centre, Chart London and Midland 
Tutors, and J. D. Hewitson and Co have 
announced that they are now providing 
a joint tutorial service for the profession. 
Education and training of articled clerks 
will be available on a non-residential basis 
in London (City and West End) and in 
Birmingham; and on a residential basis 
in the Isle of Wight and at Great Bud- 
worth, Cheshire. 


Mr J. M. Higgison, and Mr H. S. 
Anderson have become partners of J. D. 
Hewitson and Co; Mr A. J. Whiteside 
and Mr J. D. Hewitson have become 
partners in Chart London and Midland 
Tutors, and Mr R. C. Ind and Mr J. D. 
Hewitson have become partners in The 
Accountancy Tuition Centre. 


It is anticipated that the national 
tuition service to be offered will assist 
the larger firms of chartered accountants 
to plan and standardize more effectively 
the education and training to be under- 
taken by their articled clerks throughout 
the country. 

Schemes of tuition covering all the 
Institute examinations are available to 
individual firms and to consortia of firms 
of chartered accountants. In most cases 
these can be adapted to deal with indi- 
vidual requirements. 


In preparation for the autumn 1973 
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intake of graduates, application has been 
made to The Institute of Chartered 
Accountants for permission to set exam- 
inations giving exemption from the Insti- 


— — tute's new Foundation examination. It is 


hoped that the first exemption examina- 
tion will be held in June 1974, and a 
provisional training programme has been 
drawn up on this basis. 

It is also interesting to note that in 
view of the complexities arising in the 
change-over period to the new examina- 
tions in 1975, a special advisory service 
has been set up to assist the training 
officers of firms of accountants in for- 
mulating their plans for the new syllabus. 


LEEDS NEW PRESIDENT 


The new President of the Leeds CASS is 
Mr Iain Longman, a.c.a., Educated at 
Dollar Academy, Mr Longman sub- 
sequently was articled to his father, Mr 
Eric R. Longman, F.C.A., senior partner 
in Victor Walton Croudson & Co, of 
Leeds. He was admitted to membership 
of the Institute in 1965 and after spending 
nearly four years with Deloitte's, includ- 





ing two years in Zambia, he returned to 
Leeds and became a partner in his present 
firm in 1970. 

Mr Longman is a past secretary of the 
Leeds CASS and is currently treasurer 
of The Leeds, Bradford and District 
Society of Chartered Accountants. 

He states that student societies are an 
excellent training ground for their 
members to take on responsibility, and he 
is a keen believer that all students should 
participate fully in social and sporting 
activities organized by the society as well 
as in the educational courses. 

Other officers elected for 
include: 


Vice-President: Mr A. S. Turner, A.C.A. 


Secretary: Mr C. B. Naylor, c/o Wheawill 
& Sudworth, Darley House, St Paul's 
Street, Leeds 1. 


1973-74 


Treasurer: Mr Jonathen Grant, B.sc. 
Press Officer: Mr Robert H. Beattie. 
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LETTERS TO ROUNDABOUT 


Personal Professional 
Responsibility 


SIR, — Paul Hendrick (‘Roundabout’, 
April 5th), confuses a rhetorical, conten- 
tious style with effective argument. Either 
deliberately or unintentionally, he has 
been by inference most offensive to Mr 
Kenneth Sharp, the Vice-President of the 
Institute, — a totally unjust slur on a man 
of vigour, integrity and constructive 
professional zeal. He has been no less 
offensive to those earlier leaders of 
ACASS who have in the past been co- 
opted by the Council to committees. 

From any personal experience to the 
end of 1970, I can confirm that these men 
and women were by no means stooges or 
conformists. They were, by the way, 
amongst those who had led the effort to 
breathe life into ACASS. And, let it be 
clear, they were invited by the Council on 
the Council's initiative because the value 
of young people contributing to the 
Institutes? policy on student matters was 
recognized. 

'There are still many improvements 
needed in education and training for 
professional membership and in the 
conditions under which some students 
prepare for membership. They need to be 
pressed constructively and actively. May I 
suggest that, more fundamentally, the heart 
of the problem lies in the neglect by most 
students and members of the Institute of 
any personal professional responsibility 
for each other. When students see them- 
selves as tomorrow's members — and, 
perhaps more important, members see 
students as tomorrow's fellow members 
— then progress will have been made. 

Where, too, are the influences of the 
students of recent years? At a guess, at 
least 15,000 of the Institute's members 
were themselves students five years ago or 
less. They have votes and voices at 
Institute general meetings. If they were 
conscious of unsatisfactory conditions as 
students, why are they not doing some- 
thing about it now? 


Yours faithfully, 
NORMAN BRUCKLAND, 


(formerly Under-Secretary, The 
Institute of Chartered Accountants 
in England and Wales.) 


Potters Bar, Herts. 


Training Costs and the 
Small Firm 


SIR, — Mr Fallows's letter to ‘Roundabout’, 
in your issue of April 12th, is indicative 
of a real problem for the smaller practi- 
tioner which has in fact existed to an 
extent for some time. 

The increased cost of articled clerks’ 
services, coupled with the more sophisti- 
cated accounting systems to be examined, 
has led to their being employed on more 


selective and intelligent activities than 
was once the case. However, this has also 
meant that fewer of them are needed in 
any office. The fact that some firms have 
not realized this is due to the continuation 
of out-of-date methods by some, com- 
bined with the containment of costs to an 
acceptable level. No one denies the value 
of good and improved training but internal 
schemes are not easy for the small firm. 

There will be an inevitable avoidance 
by some firms of employment of articled 
clerks at all. However, there still remains 
the possibility of such firms using selec- 
tively those clerks available under “second 
tier arrangements, possibly the most 
promising of which is the Institute of 
Accounting Staff, 


Yours faithfully, 


R. S. WALDRON, 


London EC4. F.C.A., F.C.C.A., C.P.A. 


SIR, — I read Mr Fallows' letter (April 12th 
issue) and, I confess, found myself agree- 
ing with everything that he said. However, 
one must go behind the reasons which 
cause the small practitioners to “quake in 
their boots”. 

Firstly, the small practitioner will put 
forward the argument that he cannot, 
financially, meet the recommended mini- 
mum. 

If he was efficient, he could; and he 
might also find that if he fairly remuner- 
ated his employees, they would be pre- 
pared to be more productive. Even the 
most die-hard traditionalist will accept 
that salaries, in their present depressed 
state, cannot offer an inducement to 
anyone but a time server. 

Secondly, he will exclaim that the 
client will never stand for the increased 
fees, but will go to the competing firm 
down the street. True, as things stand; 
but why not have a minimum fees scale 
as well? Both, taken together, can do the 
profession nothing but good. ! 


Yours faithfully, 


G. F. PERCIVAL 
ACASS Executive Member. 


Bexhill-on-Sea, Sussex. 


Appreciation 


Sir, - I enjoyed the hospitality of your 
columns on a number of occasions during 
my period in office with ACASS. May I 
now use the same medium to express my 
gratitude for all the co-operation and 
support received by the Association and 
myself from the societies, ACASS advisers 
and counsellors and the officers and staff 
of the Institute. 


Yours faithfully, 
PETER PENNINGTON LEGH 


Maidenhead, Berks. 
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Notes 
and 


Notices 





PROFESSIONAL NOTICES 


BARKER SMILES AND COMPANY, Char- 
tered Accountants, of Scottish Union 
House, 26-28 Addiscombe Road, Croy- 
don, Surrey, announce that on May 1st, 
1973, Mr T. A. BUTLER, F.C.A., ceases by 
mutual consent to be a partner and that 
from that date Mr ALFRED L. BURGESS, 
F.C.A., Mr DonaLD G. F. Kay, B.COM., 
F.C.A., Mr C. Davip PREST, F.C.A., and 
Mr Howarp S. CURTIS, A.C.A., will be 
admitted into partnership. 


BARKER SMILES AND COMPANY, Char- 
tered Accountants, of Scottish Union 
House, 26-28 Addiscombe Road, Croy- 
don, Surrey and HIBBERT, SIER, Woops 
& Co, Chartered Accountants, of 
Finsbury Court, Finsbury Pavement, 
London EC2, announce that as from 
May 1st, 1973, they will be practising in 
association with each other from both 
addresses. The firms’ names will remain 
unaltered. 


HiBBERT, SIER, Woops & Co, Char- 
tered Accountants, of Finsbury Court, 
Finsbury Pavement, London EC2, an- 
nounce that on May 1st, 1973, Mr ALEc 
A. BARGER, F.C.A., Mr LESLIE BURGESS, 
F.C.A., Mr WILFRED MARTIN, F.C.A., and 
Mr Howarp S. CURTIS, A.C.A., will be 
admitted into partnership. 


LAMBERT LOFTHOUSE & Co and JACQUES 
& STIRK, Chartered Accountants, of 
Keighley have merged their practices 
with effect from May ist, 1973 and 





JOHN FOORD & 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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having also become a member of the 
Kidsons group they will practise as 
STIRK LAMBERT Kipsows. Mr JACK 
FEARNSIDE, F.C.A., and Mr PHILIP BROOK, 
F.C.A., of Bradford, Mr RonaLD M. 
COLLINS, F.C.A., of Manchester and Mr 
R. Gorpon WALKER, F.C.A., of London 
are to be additional partners. 


GERALD KREDITOR & Co, Chartered 
Accountants, announce that Mr SYDNEY 
SEYMOUR PARKER, A.C.A., has been ad- 
mitted to the partnership as from April 
6th, 1973. The firm's name remains 
unchanged. 


Mr Jonn D. LEWIS, F.C.A., announces 
that his address is now 3o St John's 
Road, Rowley Park, Stafford, telephone 
Stafford 53702. 


J. H. Lorp anD Co, Chartered Ac- 
countants, of Bacup, announce that Mr 
Joshua McNUuLTY, F.C.A., who has been 
managing clerk for many years, has been 
admitted into partnership from April 
7th, 1973. 

PANNELL FITZPATRICK & Co, Chartered 
Accountants, of London, announce the 
retirement on April 30th, 1973, of Mr 
W. J. LEEMING, F.C.4., and Mr J. C. 
HOWARD, M.A., F.C.A., after 41 years and 
36 years respectively, in practice. They 
also announce that Mr A. M. BOLTON, 
A.C.A., who has been a member of their 
staff for many years, will be admitted to 
the partnership on May ist, 1973. 


WEEKS GREEN, Chartered Accountants, 
of Southampton, announce that Mr 
LAURENCE COLEMAN, A.C.A., and Mr JOHN 
WILKINSON, A.C.A., who have been senior 
members of the staff for several years, 
were admitted to partnership on April 8th, 


1973. 


DOUBLE TAXATION 
UK-Kenya 


Discussions have been held in London 
about a new double taxation agreement 
between the United Kingdom and Kenya. 

Agreement was reached at official 
level, and the text of an agreement 
which takes into account the introduction 
of the new corporation tax systems in the 
United Kingdom and the withholding 
taxes in Kenya will be submitted to the 
Governments of the two countries for 
approval. 





COMPANY 





APPOINTMENTS 


Mr T. Burrow, F.C.A., has been ap- 
pointed director of the marketing division 
of Clarkson International Tools. He 
remains the group financial accountant. 


Mr G. H. Caines, F.C.A., has been 
appointed deputy managing director of 
Rocola Shirts. He retains the position of 
financial director and secretary of the 
company. 

Mr G. E. Clarke, F.c.a., has relin- 
quished his duties as secretary of Lonsdale 
Universal to enable him to devote more 
time to his role as director of administra- 
tion. He has been succeeded as secretary 
by Mr R. W. Preedy, A.C.A., previously 
assistant secretary. 


Mr D. Martyn Jenkins, A.C.A., finance 
manager of Salter Housewares, has been 
elected to the board. 


Mr Douglas Melrose, A.I.M.T.A., D.P.A., 
has been appointed head of customer 
accounting, British Gas Corporation. He 


was previously audit manager at East 
Midlands Gas. 


Mr Alan D. Neil, A.C.A., A.M.B.I.M., 
has been appointed a director of Kitson's 
Insulations. Mr Neil joined the company as 
group chief accountant in December 1971. 


Mr Roland Pepper, F.C.A., M.I.M.C., 
A.M.B.I.M., North West Regional director 
of Inbucon/AIC management consult- 
ants, has been appointed a director of the 
company. 






Mr Reginald T. Smith, J.P., F.C.A., has been 


appointed High Sheriff of Flintshire for 


1973-74. He is a past Chairman of the Chester 
and North Wales Branch of The Liverpool 
Society of Chartered Accountants and senior 
partner in the firm of Harold Smith & Son, 
Chartered Accountants, of Rhyl and Prestatyn. 


01-402 8361 
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Mr Alan W. Nelson, F.C.C.A., F.T.I.l., President of The Association of Certified Accountants, 
addressing the fifty managers from industry and commerce who attended the first five-day 
course to be arranged by the Association as part of the composite course for the Certified 
Diploma in Finance and Accounting. Held recently at the St James Hotel, London, the course 


comprised a blend of lectures, group discussions, tutorials, case studies, and individual exercises. 


Many of those attending joined the scheme on its inception last July, and most have completed 
seven to nine months' spare-time study on the correspondence section. They are now preparing 





for the first Diploma examinations to be held in June. 


ICMA COURSE AT OXFORD 


Members of 'The Institute of Cost and 
Management Accountants and their col- 
leagues who attended a course on 
‘Legislation Trends’ at Queens College, 
Oxford, recently, found it one of the most 
rewarding so far organized by the ICMA, 
London Region. 

After much careful thought the Organ- 
izing Committee (London Area) chose a 
subject relating to their own experience 
of the problem of keeping abreast of the 
massive flow of information through the 
office regarding changing legislation. The 
initial period of Britain's membership of 
the EEC has led to a considerable 
number of such changes, and as the 
weekend course progressed such varying 
subjects as taxation, law, auditing and 
foreign exchange were covered by a 
succession of experienced speakers. 

The course dinner was attended by the 
President of the Institute, Mr Anthony W. 
Howitt, M.A., F.C.A., F.C.M.A., J.DIP.M.A., 
F.B.IL.M., F.I.M.C., F.B.C.S., who took the 
opportunity to bring members up to date 
on various Institute affairs. The course 
chairman was Mr Peter Crisp, A.C.M.A., 
A.C.I.S. 


FOR C.A. 
EXAM 
PASSES 


AN R.R.C. HOME STUDY COURSE 
of postal tuition experience and over 2 
principal Accountancy exams, 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


THE ACCOUNTANTS' 
CHRISTIAN FELLOWSHIP 


The next monthly meetings for Bible 
reading and prayer are to be held on 
Monday, May 7th, when the subject 
will be ‘Prayer when you do not feel 
like it’ with special reference to Daniel, 
chapter 6, verse 10, and Colossians, 
chapter 4, verse 2. 

The City meeting will be held at 1 
p.m. in the Church of St Peter-upon- 
Cornhill, London EC3 (entrance in 
Cornhill, near Gracechurch Street), led 
by Mr Wilfred Mortimer. Buffet lunch 
will be available (charge 25p) during the 
meeting. 

The parallel meeting in the West 
End has been arranged for the same time 
at the Vicarage of Christ Church, 21 
Down Street, London Wr (near Green 
Park Station), and will be led by Mr 
Jimmy Cotton. Bring own sandwiches, 
coffee provided. 


EUROPEAN COMMUNITY LAW 


A short course on European Com- 
munity law is to be held in the Lecture 
Theatre at Kensington and Chelsea 


provides the simplest answer. 
20.000 passes, 


and also in Banking, Book-keeping, Civil Service, 


April 26th, 


Central Library, Philimore Walk, 1 
don W8, on Monday evenings, f 
7 p.m. to 8.30 p.m., commencing 


May 7th. 
The lecturer will be Mr Vin 
O'Donovan,  Barrister, Member 


L'Union International des Avocatos, 
International Bar Association and 
British Institute of International 
Comparative Law, and his subje 
“The European Judgements Convent 
(May 7th); ‘Legal Harmonization in 
EEC’ (May 14th); “The Enlarged Ex 
pean Court’ (May aist), and ‘Fut 
Developments in European Law’ (? 
3oth). 

Enrolment forms — course fee £, 
may be obtained from the Head 
Department of Professional Stud 
West London College, Hugon R« 
London SW6, or ring 01—736 o181. 


"GROUP ACCOUNTS’ 


The solution to the crossword ‘Gre 
Accounts', compiled by Kenneth Trick 
F.C.A., which appeared in last wee 
issue, is as follows: 





The groups are as follows: 


I9, I2, IO. 

20, 18, 3. 

27, 14. 

24. ,15, 2. 

28, 8, 5. 

21, 16, 4 down. 
26, II, 4 across. 
25, 9, 7. 

23, T7 i 

$5 20.. 13, 0. 


Thus a,bcd,efg,hij —9,814,072,356, t 
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square of 99,066. 
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RECOMMENDED FOR 


EXAMINATION STUDY 


students 


anual 


auditing 


This book has been written especially for 
students. It explains the principles of auditing 
and illustrates the application of those 
principles to the annual audit of a medium- 
sized undertaking. The approach is practical 
for much of the subject-matter has been de- 
rived from Cooper's Manual of Auditing. From 
this point of view, the book provides the 
student with every possible assistance in carry- 
ing out his daily work as audit assistant, giving 
him an overall understanding of what is 
required of him and why; thereby extending 
his interest. It is also, therefore, a book 
which will provide excellent preparation for 
examinations in auditing. 
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V. R. V. COOPER 


Special features are chapters on the audit of 
group accounts, the drafting of audit 
reports and qualifications therein, audit 
aspects of different classes of business, 
investigations and the case law relating to the 
duties and liability of auditors. The extensive 
appendices include examples of audit docu- 
mentation. There is also a convenient summary 
of statutory and Stock Exchange requirements 
in relation to the presentation of annual 
accounts to shareholders. This summary is 
illustrated by a specimen set of accounts. 

This book is published on behalf of the General 
Educational Trust of the Institute of Chartered 
Accountants in England and Wales. 
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LET'S MAKE 
SWEET MUSIC TOGETHER. 








THE INVESTOR POLICY 


Since its launch in 1966 the value of units in 
the Investor Policy Fund has more than doubled. 

So if you have clients who want an attractive 
investment with a guarantee against loss, let's 
make sweet music together. 

For further details contact our nearest branch 
or write to our head office, 9 St Andrew Square, 
Edinburgh EH2 2YD. Telephone: 031-225 1291 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 





All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 





TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01-248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES. The Luton College of 
Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 

ONE WEEK 'PEP' COURSES - to assist students in 


areas of weakness. 

WEEK-END RESIDENTIAL *PUNCH' COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to :— 
Metropolitan College, St Albans. 








Metropolitan College, St. Albans 


Founded 1910 


Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 
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A Matter of Timing 


HE subject-matter of ED11 — the new exposure draft 

on ‘Accounting for Deferred Taxation’ — is not novel, 
but it seeks to offer authoritative guidelines in a situation 
where there have been various and divergent developments. 
Stemming from the statutory obligation to state the basis 
on which the charge for United Kingdom corporation tax 
and income tax is computed, the treatment recommended 
by the Institute in Recommendation N27 (1968) has been 
that the charge should be based on the profits shown by 
the accounts. 


That charge would usually be expected to be in 
appropriate relationship to the profit, excluding franked 
investment income and group income. Some distortion 
may be exepcted from the fact that certain income is 
tax-free or expenditure disallowable, giving rise to perma- 
nent differences between taxable and book profits; an 
instance which springs to mind is the £67,143 litigated in 
Fleming v. Associated Newspapers Ltd (so A'TC 214), but 
it might be rare for such matters to be significant. Hence 
the obligation to record the basis on which the amount set 
aside for corporation tax is computed is usually satisfied by 
mention of rates and dates. 


The difference between depreciation charged in accounts 
and the amounts allowed in respect of capital expenditure 
for tax purposes is one which has long been recognized. In 
recent years, greater attention has been paid to the differ- 
ence arising as a result of allocating items to different 
periods, so that “inter-period allocation of corporate taxes’ 
is a widely-received designation abroad for what United 
Kingdom accounts describe as ‘deferred taxation’. 


The choice of one phrase or the other is more than a 
matter of semantics. Is it a question of recording a liability 
to tax the payment of which is deferred; or is the problem 
the more familiar one of matching receipts and outgoings, 
so that tax expense is related to appropriate revenues? 
Confusion of thought on this score is noted in the Institute's 
1971—72 Survey of Published Accounts (The Accountant, 
January 11th) from which some companies appear to use 
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the description ‘deferred taxation’ for tax payable more than 
12 months after the balance sheet date. 


The first task facing the compilers of ED11 has been to 
clarify the distinction between the ‘liability’ and the 
‘deferral’ methods. Perhaps the simplest explanation is 
that proponents of the ‘liability’ method seek to anticipate 
a future liability, while adherents of ‘deferral’ bring 
forward an ascertained amount to be written off. Both 
parties are guided by the time when the original tax 
differences reverse themselves, but the liability method 
would apply the rate of tax in force at the later date. 


It follows that, whenever the tax rate currently in force 
is altered, strict observance of the liability principle 
would require the recomputation of the so-called deferred 
liability at the new rate. The impending uplift of corpora- 
tion tax from 40 per cent to a rate in the region of 50 per 
cent serves to emphasize the possibly significant but 
misleading, effect in the year of change on the profit and 
earnings per share 


It is therefore proposed that deferred taxation should be 
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accounted for on all material timing differences, using the 
deferral method. The appendices to EDrr illustrate the 
choice available between calculations applied to single or 
group differences, contrasted with a single computation on 
the net change of all similar timing differences. The latter 
may be regarded as meeting half-way the advocates of the 
‘liability’ method. 

In examining the arguments put up against the whole 
concept of accounting for deferred taxation, note is taken 
of the view that, with a stable or rising level of capital 
expenditure, the contingent charge to revenue is indefinitely 
postponed. That view takes no account of the revolving 
nature of the differences in question. One might indeed 
point to many components the accrual of which is a dis- 
tinguishing feature of conventional accounts but which 
vary little from one year to another in normal circumstances. 
Nevertheless, they often serve as indicators of incipient 
change. 

The proposal that deferred taxation balances should be 
shown net in the balance sheet, separately from share- 
holders” funds and from current liabilities, may serve to 
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avert a conflict with investment analysts — such as has been 
noticed in connection with the treatment of advance 
corporation tax. The proliferation of headings, is, however, 
an enemy of clarity and we think it likely that in the end a 
decision will be required as to whether the amount 
represents a potential clog on the company's scope for 
borrowing for making dividend payments. 

If ED11 becomes standard, then companies which have 
not previously accounted for deferred taxation will have to 
establish an opening balance, if necessary by reference to 
the liability method. The 1971-72 Survey indicates that, 
of the top 300 companies making up accounts over a year 
ago, fewer than one-sixth had neglected to deal with the 
matter. 

Typical of the laggards might be P & O (reviewed in our 
columns for March 15th). Although the tax value of ships 
understates book value by £87 million, the tax charge 
thereby obviated is not separately featured — but it must 
devalue to a significant extent the £15o million group 
reserves. It is just this vagueness which the new standard 
might be expected to eliminate. 


Reserve Pension Scheme Difficulties 


o Government's Social Security Bill is expected to 
come before the House of Commons on report soon 
after the Easter recess. The Standing Committee which 
considered it had 30 sittings over the period of four months 
which ended on April sth. 
The first part of the Bill, designed to put on a permanent 


- basis the financing of flat-rate National Insurance benefits, 


although criticized in detail by the Opposition, emerged 
from the committee virtually unchanged. Thus, once this 
part comes into operation, flat-rate contributions will no 
longer be levied on employed persons and their employers. 
Such contributions will be replaced by contributions 
expressed as a percentage of earnings for PAYE purposes, 
up to about one-and-a-half times the national average 
earnings. 

The second important change which the Bill is designed 
to bring about is the provision, through a Reserve Pension 
Scheme, of earnings-related pensions for all those who are 
not members of an employer's pension scheme which 
satisfies prescribed conditions. Exemption from the 
Reserve Pension Scheme will be achieved by obtaining 
recognition by a statutory Occupational Pensions Board 
of an employer's pension scheme as satisfying these 
conditions. Employers will be able to define the classes of 
employees in respect of whom exemption is sought. 

The main structure of the Reserve Scheme emerged 
from the committee unscathed. Those who are members of 
it, and their employers, will have to contribute respectively 
Iz per cent and 24 per cent of PAYE earnings up 


to the same limit as for the National Insurance scheme. 

The Government proposed that employees’ contribu- 
tions to the Reserve Scheme, like those to the National 
Insurance scheme, should not attract the tax relief which 
is given to such contributions to an employer's pension 
scheme approved by the Inland Revenue. From the outset 
this appeared to be the Achilles’ heel in the Government's 
proposals. Anyone deprived of the opportunity of being a 
member of an employer's pension scheme would be further 
penalized on becoming a member of the Reserve Pension 
Scheme by the withholding of a tax advantage he would 
otherwise enjoy. The Opposition, with considerable 
support from the Government members of the committee, 
defeated this proposal. Present indications are that the 
Government will seek to restore the position at report 
stage. 

It is becoming increasingly apparent that the Govern- 
ment's original good intentions of making it a simple 
matter for an adequate scheme to qualify for exemption 
from the Reserve Scheme are being undermined by 
proliferation of detailed statutory requirements. Far from 
recognition being a relatively simple process in comparison 
with contracting-out of the existing graduated pension 
scheme, it appears likely to involve far more complications 
and work for those concerned with employers’ pension 
schemes than the graduated pension scheme has ever done. 

Even the conditions as to the amount of the benefits to 
be provided on death or retirement are now assuming forms 
as complicated as those imposed by the Inland Revenue 
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for approval of schemes for tax purposes. These conditions 
are essentially different from those of the Inland Revenue, 
establishing minima whereas the Inland Revenue is con- 
cerned to establish maxima. Apart from these conditions, 
however, there are few schemes which will be able to avoid 
the need for extensive modifications of their rules if they 
are to be recognized. 

Because of the complexities and the risk that the tax 
position in regard to contributions to the Reserve Scheme 
may become a continuing issue between the parties, it is by 
no means a foregone conclusion that it will be wise for 
individual employers, even with quite generous schemes, 
to seek recognition rather than so to adjust their own 
pension schemes as to make allowance for the benefits 
which would otherwise be secured under the Reserve 
Scheme. Provisional decisions already taken to seek 
recognition may need to be reconsidered. 

The Government's time-table in regard to the Bill 
appears to be some weeks behindhand; dropping of the 
key regulations will cause further delay. The original 
intention was that the new arrangements for which the Bill 
provides should come into operation on April 6th, 1975. It 
hardly seems credible that the Government can still 
entertain the expectation that this will be possible, unless 
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it is prepared to accept a system of provisional recognition 
for perhaps a year or more after that date. 

Perhaps a source of even greater concern, in a broader 
context, is the prospect of there being accumulated, in the 
hands of the statutory board which will administer the 
Reserve Scheme, a fund far exceeding in size that of any 
other single institutional investor. The Government 
Actuary made the conjecture that this fund might grow in 
the early years by about £250 million a year and by the end 
of the century amount to £7,000 million. If, however, 
fewer employers seek recognition than he had assumed, it 
could be much larger than this. 

'The Minister, in referring to this aspect of the matter in 
committee, spoke of the inflow as being “a fairly substantial 
sum of money' but 'in relation to the total investment of 
occupational pension schemes . . . a comparatively small 
sum'. 'The Government's own estimate of the total amount 
of the funds of employers' pension schemes at the end of 
1971 was {10,500 million. It is difficult to see how the 
Minister can reconcile these figures with his statement. 
In any event, the potential effect on the investment market 
of the arrival of a new institution with perhaps three times 
as much money to invest as the Prudential Assurance Co 
cannot but give rise to apprehension. 





The Association's New 


President 


REDE of The Association of 
Certified Accountants for 1973-74 
is Mr Thomas Oliver Walter Newman, 
F.C.C.A., F.C.LS., finance director and 
former chief accountant of Holland 
Hannen and Cubitts Ltd. 


Mr Newman, who was admitted to 
membership of the former London 
Association of Accountants in 1932, 
was elected Vice-President of the 
Association last year, and has been a 
member of its Council since 1966. He 
also represented the Association as a 
member of its delegation to the Tenth 
International Congress of Account- 
ants in Sydney last year (The Account- 
ant, October 26th, 1972). 





society and national level. Although 
the lead must come from the Council, 
the main burden of responsibility 
around the country must inevitably 
rest on the officers of the district 
societies. They, in turn, can only 
work effectively if they are given full 
and active support by the members 
within their areas’. 

The new Vice-President of the 
Association is Mr George H. Rees, 
POCA PELS, F.T.LL, a former 
Mayor of Chesterfield and principal 
of the firm of George H. Rees & Co, 
Certified Accountants. 


Guidance on VAT 
Accounting 


HERE seems little purpose in the 
establishment of a standard prac- 
tice of accounting for value added tax, 
and publication of EDro invites the 


cuf 
Fy e 
E 
hace 
Ur 
a 
Ne 
ie || 
AD 
e 
"M 
SA 
ir 
ut 
FO 
dv o 
ye 
"— 
| 


The new President has repeatedly 
stressed the importance of the ac- 
countancy profession in the UK 
speaking with a single voice. The 
present will to co-operate which exists 
between the major bodies should be 
extended, Mr Newman said this week, 
“into as many areas as possible, so that 
it can demonstrate complete unity in 
discussions which will face it in the 


context of EEC proposals relating to 
the professions and to company ac- 
counting disclosure requirements”. 
In a further message to his own 
members, he called for “development 
of a team spirit within the member- 
ship, so that maximum benefit can be 
gained from the individual skills and 
abilities of the many members who 
contribute to its activities at district 


thought that the oft-mooted two-tier 
standard of qualification for account- 
ants could have its parallel in relation 
to the solemnity of standards of 
accounting practice. Is it worth issuing 
an edict that turnover shown in the 
profit and loss account should exclude 
VAT on taxable outputs? 

In a case where the proportion of 
VAT recoverable is determined by 


DA > 
a” 1 Mie“ las 
Sys 


RS TIT SAME TT 
zx 7 AA ‘ ao >" m. y T. AN ud ux wot udo. 





"-— 9 Ie "Pte. 1- 
suf dd uns 


y 


MM eae! E fon y 


special schemes, is it worth re-allocat- 
ing the VAT irrecoverable over various 
expense headings in the profit and 
loss account? There is a stronger case 
for distinguishing the proportion of 
irrecoverable VA'T' applicable to fixed 
assets. On the other hand, the amount 
of VAT' irrecoverable is likely to be a 
function of the proportions of exempt 
and taxable outputs. 

In this connection VAT Notice No. 
706 states that securities as defined in 
the Exchange Control Act 1947 have 
to be taken into account for partial 
exemption purposes where the taxable 
person is mainly in business to arrange 


- or undertake transactions in securities. 


Capital sums receivable from disposal 


of land and buildings occupied for 


trade are, however, excluded, together 
with business cars. The calculations 
made quarterly are liable to be re- 
computed by the Department of 
Customs and Excise by reference to the 


results of a tax year which in many 


instances is not permitted to coincide 
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with a financial year ending at March 
31st or December 31st. 

Against this background, it may be 
argued that irrecoverable VAT is an 
expense of providing exempt supplies. 
Capital expenditure may be incurred 
in the context of taxable supplies but 
recovery of VAT may be denied by 
reference to exempt supplies which 
represent a sector of the business not 
employing that capital. If the proposed 
standard is adhered to, the cost of 
making taxable supplies will be en- 
hanced by depreciation charges re- 
flecting a burden of VAT which would 
not have been borne but for the 
activities of the exempt sector and 
which should therefore have been 
written off against the related revenues. 

The suggestions put forward above 
may not be altogether valid or 
material, but it does seem premature to 
lay down a definitive standard of 
treatment of VAT until further ex- 
perience has been gained of its 
operation. 





Parliamentary Assault on VAT 


aN questions on various 
aspects of value added tax have 
been tabled for written reply on a 
single day by Mr Joel Barnett, F.C.C.A., 
M.P. (Heywood and Royton, Lab.). 
He is asking how many VAT regis- 
tered traders had applied by the dead- 
line of April 30th for purchase tax 
rebate on stocks held at March 31st; 
how many should have registered ; and 
the total amount claimed in rebate. 

The fourth question is for an 
estimate of yield from VAT in the 
first year, as between goods and 
services. Mr Barnett is also seeking 
an analysis, with estimated figures, of 
the reasons for the shortfall of 400,000 
between the number of traders regis- 
tered for VAT and the Treasury's 
original estimate; he wants the Chan- 
cellor to compare the number regis- 
tered with ‘figures available to him 
from other sources’. 

Mr Barnett goes on to ask for a 
statement on the position of VAT on 
containers for which a deposit is 
charged, repayable on return of the 
container; how many Customs and 
Excise staff are engaged on VAT; 
whether it is intended to be the 
general, rather than the occasional 
practice, that quarterly VAT returns 


will be checked against accounts sub- 
mitted to the Inland Revenue; how 
many Customs and Excise staff will 
be engaged on making personal calls 
on firms to check VAT returns, and 
how many firms will be visited. 

Mr Barnett continues the theme by 
asking for an estimate of the interval 
between visits to check records, gener- 
ally investigating accuracy of VAT 
returns or for any purpose connected 
with VAT. He wants an analysis of 
the number of firms registered for 
VAT as between manufacturing, 
wholesale, retail, services and sundry 
other categories; and another analysis 
on the basis of turnover by stages 
from £5,000 to over {1 million. 

As a curtain raiser to this mammoth 
exercise, Mr Barnett has also asked 
the Chancellor for a statement on the 
definition of the words ‘young child’ 
in Customs and Excise VAT notice 
78A — with particular reference to the 
criterion used for deciding what is 
‘not suitable for older persons’. Some 
of Mr Barnett’s earlier strictures, in 
the course of the Finance Bill, on the 
anomalies and widespread profiteer- 
ing associated with VAT, were re- 
ported in The Accountant for April 
12th and 19th. 
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New Chairman for 
Canadian Foundation 


ME J. Denham Kelsey, F.c.a., 
of Vancouver, has been elected 
Chairman of the Canadian Tax 
Foundation’s Board of Governors 
for 1973-74. A partner in the 
firm of Thorne, Gunn & Co, Mr 
Kelsey has a plain-speaking philo- 
sophy on tax legislation, and has 
expressed doubts about whether tax 
laws can be simplified; the problem, 
in his view, is that clever people try 
to make them perfect and reach out 
too far. Both as chairman of a com- - 
mittee of the CICA which studied 
the Carter Royal Commission Report, 
and as a private citizen, Mr Kelsey 
has argued consistently for tax laws 
that would be simple, understandable 
and conducive to economic develop- 
ment. 


Tax Returns in Canada 


IGHER levels of income and a 
vastly more complex income tax 
law have increased considerably the 
use of commercial 'tax return pre- 
parers’, according to Dr Douglas J. 
Sherbaniuk, director of the Canadian 
lax Foundation. While the appear- 
ance of firms specializing in this 
service — from major institutions to 
ephemeral one-man operations — is a 
fairly recent phenomenon on the 
Canadian scene, this year's major 
amendments to the Income Tax Act 
seem to have made the business of tax 
return preparation a new growth in- 
dustry. Trust companies, major de- 
partment stores and at least one bank 
are now engaged in this enterprise in 
addition to the specialist firms. — 
Delivering his report to the 27th 
annual meeting of the Foundation, 
Dr Sherbaniuk drew attention to the 
situation in the United States where, 
in 1969, more than half of the nearly 
40 million individual returns were pre- 
pared by persons other than the tax- 
payer. Numerous complaints, he said, 
had been levelled at such preparers, 
including incompetence, fraud, the 
sale of information gleaned from 
supposedly confidential returns to 
outside concerns, misleading advertis- 
ing, and use of information from the 
returns in other business pursuits 
such as selling insurance, mutual 
funds and other financial services. 
In recent months a variety of cor- 
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ective measures have been suggested 
n the USA, such as that persons who 
nake a business of preparing tax 
eturns for others should be tested and 
icensed by the government to make 
iure that they are competent; from 
his requirement only attorneys, certi- 
ied public accountants and state 
icensed accountants would be ex- 
mpt. Against this background, Dr 
3herbaniuk drew attention to the 
'esults of a test undertaken about a 
nonth ago by the Toronto G/obe and 
Mail; facts relating to a ‘typical’ 
axpayer were submitted to 11 tax 
services in metropolitan Toronto, and 
:licited 11 different results. The more 
:omplex 1972 returns, he said, posed 
he question of how well Canadian 
consumers might be served from 
now on. 


Tax Advantages on 
Liquidation 


MPLICATIONS of the case of 

CIR v. Foiner, reported on other 
pages of this issue, formed the subject 
of a recent Parliamentary question to 
the Chancellor of the Exchequer from 
Mr Peter Rees, Q.c., M.P. (Dover, 
Con.). Mr Rees asked for an explana- 
tion of the practice of the Inland 
Revenue in the application of section 
460 et seg. of the Taxes Act 1970 
to liquidations, in view of the argu- 
ments advanced for the Revenue in 
Foiner’s case, and of the assurance 
given in 1960 by the (then) Attorney- 
General that the corresponding sec- 
tion would not be applied to ordinary 
liquidations. 

Replying for the Treasury, Mr John 
Nott, Minister of State, pointed out 
that the Court had not expressed any 
opinion in this case on the argument 
that distribution of assets to a share- 
holder in a winding-up was itself a 
‘transaction in securities’ potentially 
within the ambit of section 460; the 
case was decided for the Crown on 
another ground. He continued: 


‘Until such time as there is a decision 
of the Court giving further guidance on 
this issue, the Inland Revenue is advised 
on the basis of recent decisions that, for 
the purposes of section 460, a distribu- 
tion to a shareholder in a liquidation is 
a transaction in securities. It does not 
propose any change of practice in rela- 
tion to an ordinary liquidation, that is 
to say the bona fide winding up of a 
business as a discrete entity, whether the 
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business with its concomitant goodwill 
then comes to an end or is taken over 
by some other concern which is under 
substantially different control. 

“On the other hand, the Inland 
Revenue would not regardas ordinary" 
a liquidation which is part of a scheme 
of reconstruction which enables the old 
business to be carried on as before with 
substantially the same shareholders, 
directly or indirectly, in control. Sec- 
tion 460 does not, of course, apply 
where a taxpayer can show that the 
transaction or transactions were carried 
out for bona fide commercial reasons or 
in the ordinary course of making or 
managing investments and that the 
main object or one of the main objects 
was not the obtaining of a tax advant- 
age. 

‘Any person who wishes to know 
whether the provisions of section 460 
might be applied to any liquidation 
which he is proposing to put into effect 
may seek a clearance from the Inland 
Revenue under section 464.’ 


Mr Nott further reminded the 


House that the possibility of an appeal 
in Foiner’s case was still open. 


Guernsey's Tax 
Administrator Retires 


NTRODUCTION of Guernsey's 
Protection of Depositors Law in 1969 
led to a substantial additional burden 
for the island's Income Tax Adminis- 
trator, Mr F. W. Veale, F.c.c.A., who 
was made responsible to the States of 





Guernsey's Advisory and Finance 
Committee for implementation of the 
new measures. In this capacity, he has 
become increasingly involved on the 
Committee's behalf in a wide range of 
problems connected with development 
of the financial sector of the island's 
economy. 

Mr Veale, a member of The Associa- 
tion of Certified Accountants since 
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1948, is to retire from the post of 
Income Tax Administrator later this 
year. It has been announced at the 
same time that he is to continue his 
work for the Advisory and Finance 
Committee on a part-time basis, thus 
maintaining an essential link between 
the growing commercial community 
and the States. 


True and Fair View of 
Life Office Affairs 


EGULATION of insurance busi- 

ness in the United Kingdom has 
been founded on the principle of 
freedom with publicity’, and the 
Insurance Companies Bill at present 
before Parliament, while giving the 
Department of Trade and Industry 
wider and more flexible powers of 
intervention, largely preserves this 
principle. 

In a paper discussed at a meeting of 
members of the Institute of Actuaries 
on Monday, Mr P. R. Smith, M.A., 
F.LA., questioned whether in modern 
conditions when offices transacting 
life assurance business have substantial 
holdings of equities and properties, the 
traditional methods of valuing assets 
and liabilities for the purpose of the 
accounts satisfies the criterion of pre- 
senting a 'true and fair view' of an 
office's affairs. 

The paper advocates the disclosure 
of market values of assets, a practice 
which was resisted by the industry 
until recently but has in the last few 
years been adopted by a number of 
offices. It stresses, however, that this 
should be coupled with a valuation of 
liabilities which includes an explicit 
reserve for future bonuses. 


Underground Finance 
ACED with the prospect of 


mounting costs against the back- 
ground of the general economic situ- 
ation, the Government was last week 
reported to be reconsidering its offer 
of financial support for stage 2 of 
London's new Fleet Line under- 
ground link. Work on stage 1 of the 
new line now in progress between 
Baker Street and Trafalgar Square, 
is expected to cost £53 million against 
the original estimate of £35 million. 

Withdrawal of governmental sup- 
port for stage 2 of the Fleet Line 
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would present London Transport and 
the GLC with the alternatives of 
abandoning the project or of saddling 
London ratepayers with an additional 
£5 million a year. The projected route 
of stage 2, linking Trafalgar Square 
with Fenchurch Street by way of 
Aldwych and Ludgate Circus is seen 
by transport planners as a vital link 
in any redevelopment of 5,000 acres 
of London's dockland. 

The 1972 annual report of London 
Transport, published last week, shows 
a significant increase in underground 
railway travel at the expense of central 
bus routes, and includes a warning 
that delay in starting stage 2 of the 
Fleet Line will considerably increase 
costs. “The creation of new under- 
ground facilities such as the Fleet 
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Line”, it is stated, ‘is a major require- 
ment in relieving London of its chronic 
road traffic congestion.’ 

London's underground railway net- 
work reported an operating surplus of 
£10:6 million in 1972, compared with 
a loss of £8 million on road services. 


Shortage of Forms 


Me Fernand business is facing a new 
paperwork crisis, according to the 
Business Equipment Trade Associa- 
tion. Despite repeated warnings 
throughout last year, commercial, in- 
dustrial and professional organizations 
of all types have in the past six months 
allowed their stocks of business forms 
to run down to dangerously low levels 
before re-ordering. | 


| 3 b A SN ¿A 4 i i] 


May 3rd, 1973 


This, it is claimed, was almost 
entirely due to the general desire to 
minimize losses on tax-paid stocks at 
the time purchase tax was discontinued, 
accentuated by uncertainty as to the 
precise details of documentation re- 
quired for value added tax. The net 
result was a very low demand for 
business stationery during the second 
half of 1972, followed by an un- 
precedented demand for supplies of 
new forms to meet VAT requirements. 

It has not simply been a matter of 
printing, but also of designing and 
typesetting new forms, both for VAT 
and to meet EEC requirements for 
company documentation. Virtually all 
business forms manufacturers are said 
by BETA to be in the same boat, and 
delays are inevitable. 





THIS IS MY LIFE 


A Bit on the Side 


by An Industrious Accountant 


b never in all my professional career accepted a bribe. 
This proud sentiment, however, is somewhat weakened 
by the fact that I've never been offered one, more's the 
pity. It would have been interesting to see at what price 
my resolution would have faltered — temporarily, of course. 

I said as much to Scotty, who grunted dourly that 
scarce a year passed but some puir loon came dangling 
a few bawbees before him as a sweetener towards conceding 
a bargain. Scotty can, of course, place some pretty big 
seasonal orders, so he's a natural target for the half-witted. 
I know at least two nationally-respected companies whose 
representatives are tacitly black-listed with us — and serve 
the rogues right for underestimating their quarry. 

We have a rule in the store restricting acceptable Christ- 
mas boxes to reasonable quantities of liquor or nicotine, 
although the odd hamper bristling with gold-foiled Clicquot 


_ or caviare has been seen occasionally. ‘It’s those ye canna 


see that count’, said my colleague, and went on to ask how 
auditors fared. 

As a profession we were fortunate both in virtue and in 
caution, I rebuked him; but he said sardonically *Not 
even an odd handback? and my conscience remembered 
uneasily its cupboarded skeleton. 

That was long ago, when the boss of a small company 
of which I was acting secretary, temporary, took me 


along to buy a company car. My function, actually, was to 
carry the cheque-book and in due course to append a 
second signature. He was big and brisk, in check cap and 
magnificant hide coat, and his outlook was uninhibited. 

He bought a sleek black beauty which stretched right 
down the street, practically, and initialled the invoice 
with a flourish, pooh-poohing my suggestion of discount. 
He sent me ‘to fix the insurance’ while he did the deal 
with a very chummy salesman who seemed to know him 
very well indeed, but being young and inexperienced I 
didn't get the message... . 

Not till a week later, when I bought the company a 
fireproof safe and some filing cabinets. The salesman said 
“no discount' - but when I came back to ask for quotes 
for desks the following day his attitude altered subtly. 
He offered me a fine black leather brief-case “in appreciation 
of such a good start to our relationship'. Embarrassed at his 
generosity, I took it awkwardly; embarrassed even more 
lest I abuse his hospitality further, I didn't go back. So 
much for misunderstanding our fellow-men. 
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Company Law and Corporate Conduct 


TATUTORY provision for the 
secretary of any publicly quoted 
company — its principal administra- 
tive officer — to be professionally 
qualified is strongly advocated by The 
Institute of Chartered Secretaries and 
Administrators. The CIS, while not 
seeking to establish a closed shop for 
the benefit of its own members, 
argues that a company secretary owing 
allegiance to the ethical code of any of 
the leading professional bodies can 
be expected to recognize the social and 
ethical content of business problems; 
and that the obligatory employment of 
such people, *with their inherent sense 
of responsibility to the community as a 
whole’, would be a more effective 
safeguard than any attempt to impose 
a code of corporate conduct as such. 
'The Institute released this week the 
texts of its replies to the Department 
of Trade and Industry on company 
law reform, and to the Confederation 
of British Industry on responsibilities 
of the British public company (Report 
of the Watkinson Committee, The 
Accountant, January 25th). Both papers 
stress the practical difficulty of pre- 
scribing — and, more particularly, of 
enforcing against defaulting com- 
panies — the terms of any code of 
corporate conduct. However, since a 
company is an artificial legal creation, 
it must act in matters of corporate 
behaviour through individuals; and, 
as Mr John Phillips, O.B.E., LL.M., 
F.C.I.S., chief executive of the CIS, 
observes in his letter to the CBI, ‘a 
considerable contribution can be made 
to achievement of a high standard of 
ethical conduct in company manage- 


ment by ensuring that, wherever 


appropriate, the company is served 
by professionally qualified officers who 
thoroughly understand and fully sub- 
scribe to codes of professional ethics'. 


Defaulting directors 


Referring to the recommendations of 
the Jenkins Committee, which 
favoured extension of the grounds on 
which the Court might disqualify a 
person from acting as a director, the 


Professional Standards the Real Safeguard 





Last year the CIS pressed the Govern- 
ment to set up a Royal Commission to 
examine the fundamental principles of 
company law. On this point Mr John 
Phillips (pictured) says: ‘We still feel 
that if a Royal Commission had been set 
up a year ago, it would have acted as 
a focal point for current thinking on 
company law and would have co- 
ordinated the comments of the various 
organizations which wish to propose 
reform. The Government could now 
look to the Royal Commission for 
evidence of the need for reform, and 
not to each of the organizations 
individually.’ 





CIS has declared its support for a 
review and extension of the present 
section 188 of the Companies Act 
1948. The Institute, in its submissions 
to the DTI, ‘fully supports the prin- 
ciple that, when a company is insol- 
vent and is in liquidation, the power of 
public examination of directors should 
be extended to cover allegations of 
improper, reckless and incompetent 
conduct; and that, if it appears that 
any such acts have been committed 
by a director and have contributed to 
the insolvency, the Court should have 
power to disqualify him from acting 
as a director in the future’. 

In making solvency of the company 
the sole test, the Institute specifically 
dissociates itself from the availability 
of any comparable remedy against 
directors of a solvent company. To 
quote Mr Phillips again: ‘Mistaken or 
mischievous allegations of incompet- 
ence could all too easily be made 
against directors and others in positions 
of responsibility'. Powers of disquali- 


fication, it is suggested, should be 
vested in the Courts rather than in the 
DTI, although the Institute favours the 
idea of a “temporary and limited power 
of suspension’ by the DTI, in cases 
where urgent action may be required. 


Disclosure in accounts 

Within the context of ‘Further dis- 
closure in accounts and reports', the 
CIS is more cautious in its views. 


More particularly, while section 17 of | 


the Companies Act 1967 (requiring 
attribution of turnover and profit- 


ability to different activities of the - 


company) is recognized to be un- 
satisfactory in the amount that is left 
to the subjective opinion of directors, 
it is recalled that extensive discussions 
in the years 1969-70 yielded no 
practical solution. 

“It has also to be borne in mind’, 
the submission to the DTI continues, 
“that a relation exists between what is 
to be required of British companies 
and of companies in other Common 
Market countries. If the Fourth Direc- 
tive of the EEC is not going to require 
the analysis of turnover . . . it may be 
questioned whether it is fair to impose 
upon British companies the publica- 
tion of figures which could well be 
helpful to European competitors’. 

Mention of the European scene 
inevitably calls to mind the concept 
of the two-tier board structure with 
worker participation. The CIS de- 
clares itself to be in favour of ex- 
perimentation being 'permitted and 
encouraged’, but contends that it would 
be premature for any specific system 
to be made mandatory by law. 


Among a number of other matters . 


which are included in its submissions 
to the DTI, the Institute remarks that 
there appears to be less enthusiasm 
for shares of no par value than at the 
time when the Jenkins Committee 
examined the question. 

'The Institute is currently examining 
the draft EEC directives on the 


harmonization of company law, and . 


expects to publish its comments on 
these during the next few months. 
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Finance Bill in Committee 


Estate Duty and Share Option Provisions 


by H. S. A. MACNAIR, F.C.A. 


Following last month's Second Reading debate on the Finance Bill 1973, it was 
ordered that clauses 3, 4, 10, 12, 18 and 38 be committed to a committee of the 
whole House and that the remainder of the Bill be dealt with ‘upstairs’ in 
Standing Committee — reflecting the procedure adopted in recent years. Two 
clauses which have passed the scrutiny of the Committee of the House are 
clause 38 relating to estate duty and clause 18 on share option and incentive 


schemes. 


ATISFACTION of liability to estate duty by means of 
a transfer of land first became possible in 1910. Section 
30 of the Finance Act 1953 extended this to any objects 
which are or have been kept in a building thus surrendered, 
various Crown and Government buildings and buildings 
held by the National Trust, in cases where it appears to the 
Treasury desirable for the objects to remain associated with 
the building. Thus the Report of the Commissioners of 
Inland Revenue for the year ended March 31st, 1972 
(Cmnd 5168) records the acceptance of the contents of two 
temples at Rievaulx, transferred to the National Trust. 
Furthermore, section 34 of the Finance Act 1956 
empowers the Commissioners to accept any work of art 
which the 'lreasury is satisfied is pre-eminent for its 
aesthetic merit or historical value. The painting An 
Extensive Landscape by Philips de Koninck was thus 


accepted at a value of £149,025 and transferred to the 


National Gallery. 


Pre-eminent works 


Clause 38 proposes to enlarge this power by reference to 
existing privileges for sales to specified institutions. Two 
categories are envisaged. One comprises any picture, print, 
book, manuscript, scientific object or other thing which the 
Treasury is satisfied is pre-eminent for its national, scientific 
or historic interest. The second category extends to any 
collection or group of pictures, prints, books, manuscripts, 
works of art, scientific objects or other things if the Treasury 
is satisfied that the collection or group, taken as a whole, 
is pre-eminent for its national, scientific, historic or artistic 
interest. 

‘Other things’, in the view of the Treasury Minister of 
State, could cover such items as costumes, photographs 
or domestic items, which might be of outstanding historic 
interest and represent major additions to the great national 
or regional collections. A pre-eminent addition, it was 
suggested, could easily be a collection of matchboxes or 
some famous football boots; but the Minister would not 
commit himself in relation to Sir Stanley Matthews's 
football boots. It may be noted here that the "Treasury is 
preparing a statement of the ways in which advantage can 


be taken of the laws and administrative practices which 
encourage the channelling of works of art to public 
museums and institutions. The expression “other things’ 
would also cover scuplture. 

The procedure which will regulate acceptances in this 
context is taken from subsections (2) and (3) of section 30 
of the Finance Act 1953. It will be found that these relate 
back partly to the National Land Fund established under 
section 50 of the Finance Act 1946. Last year the Fund 
accepted two books by William Blake — Europe, a Prophecy, 
1794 and Visions of the Daughters of Albion. One may 
expect that future acceptances will embrace items dis- 
tinctively associated with the development of the United 
Kingdom in various aspects. 


Share incentives 


Clause 18 of the Bill proposes that section 79 of the 
Finance Act 1972, and Schedule 12, be modified by refer- 
ence to the provisions of Schedule 8 to the Finance Bill. 
Despite the side-note: 'Share option and share incentive 
schemes', it will be seen that approved share option 
schemes are affected only to a limited extent. Section 79 
dealt with share incentive schemes, in twelve subsections, 
subject to the terms of Schedule 12 of which Parts IL PE 
IV, V, VI and VII were relevant to incentive schemes. 
Each part is paragraphed separately. 

Schedule 8 of the Finance Bill is divided into Part I — 
general; Part II — which concerns the new scheme for 
savings-related share incentive schemes; and Part III, 
which applies to paragraphs 6 to 9 of Part VII in Schedule 
12 of the 1972 Act, grouped under the heading of 'inter- 
pretation'. The expressions explained include associated 
company; close company; control; connected persons; 
director; employee; whether a person obtains a right or 
acquires shares or an interest in shares as a director or 
employee of a body corporate; full-time; market value; 
whether a person has a material interest in a company ; 
recognized Stock Exchange; share incentive scheme; share 
option scheme; and shares. 

Subsection (4) of section 79 spelt out the consequence of 
that section applying by saying that the person acquiring 
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- Abigbonus foryour - 2 l 
self -employed clients! l 


* 


Time Assurance double the vesting bonus on their 
Personal Pension Bonds. = == 


5 


"Time Assurance Society announce an increase Time Assurance Society: rates have ee been e 


in bonus on their Personal Pension Bonds. 
Asa result of the latest actuarial valuation, the. 


vesting Doris is increased from £1 % per annum to 


£2 % per annum of the basic pension. This means that 


in projecting the estimated total pension af pension 


age we can now add a total of 5% to the basic pension 
for each.year up to pension age (interim bonus of 3%. 
per annum plus vesting bonus of 2° per annum). The 


considered good by those who know about personal  . 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. | 
For.example a man aged 40 next birthdays pay- 

ing an annual contribution, of £300 can now expect 

astarting pension at age 65 of £3,008 per annum (an ` 
increase of £340 per annum) or he could take a tax- . 
free cash sum of £6,698 (an extra £758) and a pension 


interim bonus also continues to be added after the _ 
pension has commenced. E of £2,233 per annum for life. ' "E 
a AAA So do your sélf-employed clients a T by. 


Amount of pension (to nearest £) for men ratiring at65 § giving them a quoteuen for a Time Assurance Pension 


paying a premium of £100 a year from differentages of ff Bond. os 


entry including interim bonus of £3% per annum and an 4 eN 
' additional vesting bonus of £29 per annum.. - - You'll be doing yourself a favour too; our 


commission rates are realistic and take account of the -` 
- cost of your service. ! ' 
Send the coupon below for complete agency 
. details and a full set oui rates for men and women at 


Total NE e 0 
E . |Guaranteed|-Pension at . Tax-Free d : : all ages. 
d Age next] Basic 65 with- At age 70 | At age 75 Gach Sum | Pension 
birthday Pensicn - estimated 


omy [mn ee. | [5| | TO: TIME ASSURANCE SOCIETY ` 


^ 


Ü ^. 7 Increasing annually | 
Pension at 65 - 


hy interim bonus Cash option at 
additions to produce a pension age 
Total Pension of: | 


. i 
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- 


y T Moorgate, London, EC2. Tel. 01-628 7546/7. 


3247 
Eu Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


1622. 
Scottish Office: 6 York Place Edinburgh 1. Tel: 031- -556 3895 


1109 
Please register mel us as Agent(s) of Time Assurance Society, 


74 M 
584 E 
and send a supply of Pension Bond literature. 


628 
56 Mo. 
527 3 > 
480 
437 
396 
358 
322 
288 
257 
228 
201 
176 
. 152 
131 
111 
93 
76 
61 


cA! you select age 65 as your retirement age then the figure shown in column 3 is M 
the pension which will commence on your 65th birthday. Columns 4 and 5 show y 

- the effect of honus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension g 
at present rates, if you choose to commute part of your normal pension for cash. 
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E shares | in the manner, de would be taxed c ona V. TE in: die of: tHe | same las on, Similar: «terms; CE 
prescribed | excess on the-footing that it represented. earned: | Thie:new. paragraph 3: .condition:i is. the two-part. one that `i. 
income. Subsection (2)-offered. an escape.route.if the.ac-: the shares’ are not subject to such restrictions as will of may. 
_quirer could ‘pass through. any one. of three: tunnels. One” result. in the person acquiring: ‘the. shares-or an interest in 
tunnel’ required. acqüisition in; pütsuancé: of : a scheme the shares obtaining. à benefit through: an increase, sub- ^ 
approved under. Schedule 12 provided. that the acquirer: ~ sequent:to thé. acquisition, of the value or the value to: him. p 
satisfied the cotiditions à in’ Part Vo 2. OF the: shares or interest ;. “and ‘cannot. (whether: by.:one yi 

Paragraph 1 in ‘Schedule 8. of the. Pil bróposes 4: block. transaction or a series: -of transaction’) be exchanged for ot , 
the entrance .to- the, next tunnel. unless additional con~ converted into shares which are subject to such restrictions: | 
 ditions are satisfied: The tunnel labelled ‘subsection: (2) (B) : An explanation is given above of the third tunnel labelled: . | 
.concerns- an. acquisition made im pursuance of süch.'ar- ` Kubec on (2) (c). The former terms of that subsection are, -' 
" rübgements as 'are mentioned in. section. 79 (8) — -under "deleted. in relation to an acquisition. of shares after March . 
~ which employees: of a body. ‘corporate | receive. as part of » 22nd, 1973, and new terms are, substituted by paragraph. d 
their emoluments shares or interésts in shares of-that body in Schedule 8 of the' Bill: Subsection 79 (4) is'ñot-to apply. 
“or -of a body controlling. it tó an extent determined ` jn. if the acquisition was ¿of -shares which: fulfil the-twofold 
‘advance by reference to.the: profits” of either body.. = 7 . negative. condition that they were’ not subject . to any. 
"The tunnel labelled 'súbsection (2) (c): originally. CN restrictions not attaching to-all shares of the samé class or | 
to an: acquisition. of shares-which weré riot, subject to any ~ ceasing.or liable'to cease at-some time after thé acquisition... A 
/ restrictions other than restrictions: attaching’ to all shares ‘of or depending on the shares being or,ceasing to be-held by.- 
"the same. class; the majority.of sharés of that class: having... ‘directors or employées óf any. body. corporate’, , and:could.- 
“been acquired otherwise than as mentioned in-section 79(1) not. (whether-by one transaction or‘a series of trarisactions)  : 
. "Sübsection (1) sets on foot the;restrictions applied. to share : be exchanged for or converted into: ‘Shares subj E to. such: 
incentive schemes generally. It says, ‘that where à person; restrictions. vss rns b urs * 
on or after- April, 6th, 1972; acquires shares or aninterest: .- Noris that all ; there isa piis Daon to bë fulfilled,” 
‘in’ shares in a Body: corporate ‘in - pursuance of-a. tight : and’ it Must be satisfied immediately after the acquisition: 


MSN at 
wa 


: conferred on him or opportunity offered to'him as a director, "The condition: i is that the majority of. such of thé shares < 2i 


ul “or employee of that or any other body. corporate, and not in. of the-same: class as were not held by or for the benefit of”. 
` pursuance’ of -an- offer to the public, then: subsections (4) . an «associated: company of.the body in which they. were | E 
v ani (7) are to apply unless excluded’ by y: and (3): . - shates either was acquired otherwise than iri thé circum- - F E 
The consequences - of the application of subsection - (7): ` stances Set:out in section 79.(1) and (8), or-was acquired. by. 
'are that, if the person making the‘acquisition receives;by . persons who ‘were or had been employees: or directors of. 


' » Virtue of his ownership or interestiin the sharés, any benefit: -that body and, who, at ‘the ‘time of the - acquisition, were: 7 


=>. 


“not received by the. majotizy' of persons ‘who hold equity - . together able as holders of the shares to control that body.” le 
‘share Capital acquired “otherwise than..as mentioned” iñ- Arising dut of the substitution, for subsection (2) (c), it - 
suBsection:. (1) —and the benefit i is not othiérwise chargeable’ . is provided that in subsection 79. :(6), defining the. carliest:* 
sto income tax — then that ] person is to-be ‘chargeable under petiod.for the purposes of subsection. (4), the phrasing of. 
- Schedule E for the year of assessment in which he receives - Subsection (6) (c) is to.be modified to fead so as to describe s. 
*.the benefit on: an. amount: equal toits value; > 7: 2°. "a timen relation toa person who j acquires’ shátes as the .; 
! Subsection. (7): does” not. apply. if the: alternative. con-: time when the shares cease to be iet to such réstrictions ^^ 
 ditions specified. by.subsection (3) are satisfied, “subject to` as are mentioried i in, subsection (2) (e. SAN UM 
~ the further/conditions noted below. The first: alternative i ig 6e DIN" RW x E 
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that the acquisition was made and the benefit. mentioned `. “Option schemes” DAE a de E d 

in. subsection (7) received: in pursuance. of a- “scheme ‘As has been said above, there i is one o direction i in n which Misc 

Approved: under Schedule. 12 to the 1972 Act: Thé second , «Finance: Bill does impinge upon: share: option. schemes’: IE 7 
“is that ‘the’ acquisition was made under, the arrangements. proposes r new measures in paragraphs 5 and 6 of Schedule 8.^ 


` described i in E ed (8y ma noted above. a Asa ‘transitional’ rule, these will: apply in relation to ‘a $ x 
dy. Ux: e E Ao TES - . share. option -schéme or share incentive scheme - notwith- -.. 
“Escape blocked - s A NC C NL stariding that the scheme -was ‘approved before the Bill is. 


That latter - alternative. contained: in. eon G. Q .passéd into law. However, there isa’ chance to vary the E a 
. Fepresents : an. escape route: blocked together. with ‘the scheme’ before April. 6th, 1974, so. as to satisfy tlie require- - . 
second tunnel — paragraph. 2'(by discussed abóve — by | para- ment to be-enacted here, and.ih that event the. power of the. 
'; graph rin ‘Schedule 8 to-the Finance. Bill. If the arrange- . Board under paragraph 4 of Part Iin Schedule-12' of the - E 
ments are made. or modified: after March 22nd, 1973;:im : Finance Act 1972 shall not be exercised ea it so a$ tó: 
'"pursuance ‘of subsection (8),:then these two avenues will -withdraw approval i .'"." oo E a 5 
‘not avail unless the arrangements satisfy the further .con- .. - ‘The new Sc 6 identifica a ‘yelated loan as: one. zur 
; dition stated i in the new paragraph 2-and the shares comply: arranged, guaranteed or in any way facilitated by the body.» 
with paragraph ‘ 3. 0f. Part II of the old Schedule 12 plus t the corporate of which, the borrower: i is a “director. or employee, ^ A 
condition. in the new paragraph. a A or by an associated company of that body or,'if that body - 
"The new paragraph 2 condition is that the arrangements * or an associated company of it is. a close company, by any y 5 

“ allow all full:time einployees of the company -concerned . person having a material : interest-in the close company. : | 
. who.have been such full-time emiployees'; for a continuous - A loan made to a pérson: connectéd with another ` person is a. 

- . period of. not: ies than; two. dre "to. pue shares OF, related loan ii it would be such a loan had it beén made LO cd, 
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602 | | 
that other person. On the other fend a loan is not related 
if the body or person making the loan carries on a business 
"of making personal loans, and the loan is made in the 
ordinary course of that business. 

. Once again one must look at the third “tunnel, both as 
originally enacted ‘and as substituted in section 79 (2) (c). * 
At the same time, one must consider all other contexts 
other than paragraph 5 in Part IV of Schedule 12 in. the ' 
1972 Act (minimum price of shares). The new rule is that, 
in determining whether shares which (or.interests-in which) 


r 


r ex 
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have been acquired after October 1 Sth, 1972, Or are — 
or.to be acquired by any person are subject to any restric- ` 
tions, there shall be regarded as a restriction attaching to 
the shares any contract, agreement, arrangement or con- . 
. dition by which his freedom to dispose of the shares (or 
any interest in them) or to exercise any right conferred by 
them is restricted or by which such a disposal or'exercise 
may result in any disadvantages to himi or to a person 
connected with him, except where the restriction is imposed 
as a condition of a.loan which is not a related loàn.. 


Accounting for Deferred Taxation 


This statement issued by the Accounting Standards Steering Committee seeks 

to bring uniformity to the accounting treatment of taxation where there are 

‘differences of timing between accounting and taxation recognition of income 

and expenditure. However, on the introduction of this standard some 

companies: may not be able to make the necessary transfer to establish the 

opening balance on deferred taxation account, perhaps because retained profits | 

are insufficient or because of the effects of restrictions in debenture trust deeds. - 

in such cases there would be a departure from standard which would need to 

be disclosed and explained in the accounts. The accounting treatment of the | 
adjustments which may arise on the introduction of this and ormar standards. l . 


will be dealt with separately. 


- 


PART 1- da | 


HE amount of taxation payable on the profits of a particular 


period often bears little relationship to the amounts of 
income and expenditure appearing in the profit and loss account. 
This results from the different basis on which profits are arrived 


at for the: purpose of computing taxation as opposed to the . 


amounts at which >rofits are stated in accounts. 
2. This different basis of arriving at profits for tax purposes 


derives from two. máin sources; first, the fact that certain types - 


of income may be tax-free or that certain expenditure is dis- 


allowable, giving rise to ‘permanent differences’ between taxable. 


and book profits, and second, the existence of items which are 
included in the accounts in a period different from that in which 
they are dealt with for taxation, giving rise to ‘timing differences’. 

3. It is the accounting treatment of the taxation effects (gains 
or impairments) relating to timing differences which is the sub- 
ject of this statement. It must be emphasized that timing 
differences are not only those arising from the accelerated effect 
of capital | allowances compared with book provisions for de- 
preciation: they may also arise, for example, from the temporary 
disallowance of a provision until such time as the relevant 

liability arises or expenditure is incurred, or from a receipts or 
) payments basis for tax purposes compared with the accruals 
basis in accounts cr from the benefit of capital allowances on 
„fixed assets on which no depreciation is charged. Timing differ- 
ences are, by definition, those that are capable of having a 
reverse effect in fu-ure periods. Further examples are given in 
Appendix 1. 


4. "The - ‘accruals’ concept of accounting, fully defined in . 


SSAP 2, requires 1 that revenues and costs are accrued, matched 
-and dealt with in-the profit and loss account of the ‘period to 
which they relate; taxation on profits is an expense to "which 


x 


this concept applies as to all others. For this reason taxation 
expense should bé based on the profit stated in the accounts 
rather than on the profits assessed to taxation and should there- 
fore include the tax effects of timing differences, which must be 
accounted for as deferred taxation. | 
5. It may be argued that the accruals concept is adequately 
served by merely accounting for taxation insofar as assessed as: 
payable on the adjusted profit for the- year, the ‘taxes payable’ 


basis. In support of this argument, it is stated that, for example, 


accelerated allowances are granted by governments in.order to 
stimulate capital expenditure by allowing companies to suffer 
less taxation on their profits and that this effect should therefore. 
be clearly brought out in the accounts. This view ignores the’ 
temporary nature of the benefit of such allowances and the fact 
that the generation of higher cash-flow in the early years of life 
of the assets purchased or created by the capital expenditure 
is the major stimulus afforded by accelerated allowances. 
Accounting for. deferred taxation will duly bring out the tem- 
porary nature of the immediáte taxation gain, in this instance, 
in a way which mention in a note to the accounts cannot match 
for emphasis. 

6. À further argument Her de against accounting for 
deferred taxation is that companies with a stable or increasing 
level of capital expenditure will, as far ahead as can be foreseen, 
show static or increasing deferred tax accounts in their balance 
sheets, and that what should be only temporary differences in 
fact become permanent. This view takes no account of the 
‘revolving’ nature of deferred tax accounts; the fact that as-new 
assets are purchased old ones are exhausted giving rise to a 
reversal of earlier timing differences which is masked by the 


. emergence of new timing differences resulting from the new 


capital expenditure. In practice, therefore, although deferred 
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tax- accounts may remain the same or increase 'in d the 
^ 16; Debit balances on deferred taxation account arising from 


amounts of which they are compcsed. will be different. 

7. To predicate accounting standards on the basis that the 
offsetting effects of taxation allowances on new capital expendi- 
ture will necessarily continue or that the degree or nature of 


investment. incentives .will remain c would be, 


imprudent. 


Examination of alternative methods 
8. There are two alternative methods by which the tax effect of 
timing differences, can be reflected in accounts, pany the 
‘deferral’ method ‘and, the ‘liability’ method. 
g. The deferral method is based on the concept that, in the 
year in which a timing difference originates, a taxation benefit 
or charge arises and that such a benefit or charge is, deferred 


until the relevant timing difference is reversed, when it is then ` 


‘matched’ and reflected in the profit and loss for that latter 


period. On this concept deferred ‘taxation balances represent ' 


deferred revenue or expenditure (and not amounts due by or to 

the company) and therefore subsequent changes in the rate of 

‘tax give no cause for adjustments. 

. ro. By contrast, under the liability method the tax effects of 
timing differences are regarded a3 amounts of taxation ultimately 


due by or to the company. The tax charge in.the accounts is. 


computed on the profit shown by those accounts (after adjusting 
for permanent differences) and the difference between that tax 
. charge and the amount of tax assessable for the year is treated 


as either a future liability. or for prepayment of tax. Thus. 
deferred taxation balances, on this approach, are maintained B 


at the current rate of tax, since the latest known rate is regarded 
as the best indication of the position which will obtain when the 
liability falls due or the benefit of the prepayment is received. 
11. The use of the two alternative methods can produce very 
different effects on the periodic charge for taxation in accounts 
and one method has therefore to be selected. The major argu- 
Tent against the liability method is that the adjustment required 
to then existing deferred taxation balances when there is a change 
in the rate of tax may have a significant but. misleading effect 
_on the profit or loss and.earnings per share for that year. 
12. Bearing in mind the conclusions reached by the Account- 


‘ants’ International Study Group in 1971 and the approach 


adopted in the majority of countries where this subject has been 
‘studied, and having regard to the arguments set out in. the 
foregoing paragraphs, it is considered that the deferral method 
is to be preferred as the basis jor this accounting standard. . 


A 


The deferral method 


13. The way in which the. deferral method is applied is to. 
calculate the tax effect of each timing difference, or more usually, ° 


of each group of timing differences of a similar nature, for 

example those arising from cavital expenditure. 

_ 14. This involves the recording of deferred taxation miak 
to originating timing differences at the rate of tax then current 

and their reversal at the same rate (or in the case of like items 

which are grouped, at the average rate at which they are reflected 

in the deferred taxation áccount), irrespective of the rate in 


force in the year of reversal. Examples of the calculations are, 


. shown' in Appendix 2 (Examples 1 and 2). 

15. As a practical expedient a single computation on the net 
change of all similar timing differences based on the current 
rate of taxation may be used. This method may result in reversals 
at a higher rate of taxation than those, at which originating 
timing differences were recorded. This must never be allowed to 
, cause an existing | credit balance on deferred taxation account to 
be converted into a debit balance and.in such cases no more 
than the release of the credit balance can take place. Example 3 
in Appendix 2 illustrates m operation of the net change 
. method. 
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Debit balances arising. from timing: «differences: 


timing differences should be: carried. forward only if there is 


_ reasonable certainty of their xd in future PON 


Trading losses 


17. However, while trading. losses by definition give rise to timing 
differences, prudence dictates that they should not be recognized 
through the deferred taxation account, since there can be no 
certainty that future profits will be earned of sufficient amount 


, to absorb them. : 


. 18. Credit for the tax elects of trading loss should therefore 
only-be taken when the loss is utilized, unless there is a credit 


balance on deferred taxation account at the time when the’. 
loss carry-forward arises. In such circumstances, credit balances 


on deferred taxation account should be released to profit and 
loss account to the extent of the notional tax relief attributable 
to the loss, but not exceeding that part of the deferred taxation 
account which represents tax on income which can properly be 
offset against the loss for tax purposes. When trading profits. 


are subsequently earned a deferred taxation account balance will - | 


require to be reinstated to the extent of the tax relief resulting ' 
from the loss, but not exceeding-tax on the equivalent amount of 
timing differences previously released when the losses were’ 
carried forward. Some examples of these cases (Examples 4, 5 
and 6) and of the position-arising in groups of companies where . 
group relief is taken (Example 7) are given in Appendix 2. 


€ 


Revaluation of assets 

19. Where an asset is written up in the accounts, on a revaluation, 
the subsequent sale of that asset at the amount of the revaluation 
may give rise to a:tax charge consisting. of either or both of the 
following: um i 


(à) a capital gain, taxed at the effective rate applicable " 
chargeable gains; : 


(b) a balancing charge, or the. restriction by an equivalent 
amount of future claims for capital allowances on other 
assets — this would: represent a tax charge or forfeiture 
of tax relief at the rate applicable to income. 


The immediate accretion to reserves by reason of the revaluation, - 
and the subsequent incurring ‘of the tax charge, should be 


- regarded as creating a timing difference, and should therefore 


be dealt. with through the deferred taxation account. Any 
amount arising under (a) above should be separately recorded, 
since its availability to offset other timing differences in the 
reverse direction will be restricted, in conformity. with the 
relevant tax legislation. 
20. Where the revaluation of à number of assets gives rise to- 
both surpluses and deficits deferred taxation should be cal- 
culated on the net surplus. If at the time.a “revaluation deficit 
arises no surpluses arise, but there exists a deferred taxation 


‘balance arising from an unrealized surplus on a past revaluation 


of these.or other assets, the deferred taxation balance should be 
reduced to the extent of the.notional tax relief attributable to the 
unrealized deficit. 2 : 

21. Where the value of an asset is shown by way of note on: 


the face of or annexed to the accounts and that value differs 


from the book amount at which the asset is stated in the ac- 
counts, no timing difference can be regarded as- having been 
created, since the accounts do not.incorporate that valuation. 
However, in the interests of fair disclosure the relevant note 
should also show the-tax implications, if material, which would ' 


- result from the realization of the asset at the balance sheet date. 


at the value ascribed to it in the note. No entry in eus deferred . 
taxation account is ds 
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| Presentation in: ‘aécoiints : Ecc TEF 


Z2; The profit'and: lòs“ acédiint ör à note to the accounts should 
“indicate the: aouit- öf deferred 'taxátion included i in the taxation 


.: charged or crédited, in additioit to any special features. affecting . 
. taxation which ínay require to; be disclosed, such-as the effect 
"of losses and of permanent differences, to meet Companies Acts 
- requirements. i 
23. Deferred taxation Balances doula be shown separately 


in the balance sheet and «described as- ‘deferred’ taxation”. They 
"should nót^be.shown ás a.pàrt ‘of shareholders’ funds nor in- 


‘cluded’ under ‘current assets or current liabilities. Where both. 
-debits and credits exist for deferred taxation these should be 
; offset..A note to the accounts is required i in ‘order tó indicate - 
the^nature of the major. items comprised :in the balance and a 
-: description of the method of calculation adopted (e.g:, individual” 
' caleulations, net change, etc.). Provisions for corporation’ tax 


= payable on profits of the current and past periods should not be . 


2 included i in or described as deferred taxation accounts. ' 


“24. This method of presentation precludes the ‘net of tax’ 
form : of ‘disclosure,, "whereby ' deferred. taxation on. . timing 
differences is offset against the relevant assets and liabilities to 


- which it relates on the basis that this i is an element i in the valua- 3 


, tión of these. items. RC S "ur d l 


t 


fe 
- 


The effects of. the introduction of the. 
_imputation system* |, D 


E 5. Normally | the rate of tax to be ‘applied tó in dine tifnin 


B 
1 


“differences (or the net movement of timing differences, if. the. 
' net change method is being used) will be the ‘standard’ rate-of 
.. Corporation tax. Advance corporation tax, which becomes. 


. chargeable on dividends paid after April 5th,'1973, will normally 
“be set off agains: the corporation tax liability for the -year of 


' «payment, and will not affect the rate of tax to’ be applied to. 


timing: differences. Even if. any ACT is written off in the profit 


and loss account because'its recovery is: considered’ to be.un- 


certain, it shoüld not be regardéd as an increase.in the rate of 
tax, above the corporation tax rate, for the purpose.of calculating" 
deferred taxation. MEC x 
26, If ACT is Carried fano in the accounts, bécause its 


ı recovery is considered to be reasonably certain, it will be a timing. 


ES 


difference not dissimilar to the timing: differences discussed . 


above. It -will:therefore be appropriate to deduct the ACT’ | 


‘recoverable from a credit balance'on the deferred taxation" 
account in the balance sheet... |; , ME 
..27: The Finance Act 1972 prescribes that in ‘certain circufh- 


stances, . corporation tax will be ‘charged at' different rates a 


- different. classes “of companies, in particular a lower: rate — the 
“small companies rate’ —for companies. earning profits. below à 
certain figure. 'The rate to be.applied to timing differences 


` should be the rate of corporation tax:to which the company 
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concerned is oa for the period i in quoto 
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` Transitional arrangements Se Page 
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i 28. In the transitional period companies "which: have, not 


_pieviously accounted for-deferred taxation, or which have done - 
“so: using methods other than'the' deferral method, or which 
` have not taken acccunt of all timing differences, will need to give: 
‘consideration to the'balance on deferred taxation account at the. 
beginning of.the fi-st accounting period to which this standard : 
' “applies. "The opening balance in respect of all‘ past timing 
differences which have not been reversed should'be- established, 
or-re-calculated, by retroactive, adjustment if necessary, using 
; the deferral inethóc. Where; however, the calculation would not 
"be practicable, the liability method may be used and the deferral 


= Ah! exposure draft is being developed on ICALE for corporation : 


` tax under the imputation system, inm which the treatment of ACT will 
be dealt with more fu: m jn E eie cii 
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mhod vili be P to: have béen applied. in. r pást.- 


Thereafter the deferral method will be used i in accordance with 


Xhis Standard. 2 
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PART 2x - DEFINITION OF TERMS ^ ` Da 


a 


29. Timing differences are differences between profits as ; domputed. 


. for tàxation purposes and profits as stated in financial accounts | 


which -esult from the inclusion of items of i income and expendi- 
ture in taxation computations'in periods different from those in 
which they are included in financial accounts. Timing’ differences * 
origina-e in one-period‘and are capable of reversal in one or more | 
subsequent periods. In. addition the. revaluation of an “Asset is ° 
regarded as creating a timing. difference when it is: Incorporated 
in accownts. EN E n : 
30. Deferred taxation, is. the taxation ‘attributable to ane 
differences. .', > ; ps y 


- 


31. Tie deferral bos of accouriting for deferred taxation isa ` 


procedure: whereby the taxation effects of current timing. 
differences are.deferred: curtently and allocated to the profit and. . 
loss accounts of future periods when the. timing ‘differences 
reverse. Balances on deferred taxation accounts are, «under this , 
‘method, treated as deferred credits or deferred charges, and not 
“as amounts payable or: recoverable and? aré not revised en n changes 
in rates of taxation. -” i 

32. The Tiability method of accounting for deferred taxation is a 
. procedu-e whereby the taxation effects. of timing differences. 
are rega-ded as liabilities for taxes payable in the future or.às 


are subject to future mes if taxation. rates change or new 
taxes are imposed.. - "Eu 
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PART 2— : PROPOSED 'STANDARD uL E 
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ACCOUNTING: PRACTICE ^ - 0s p ot 


t. 


Deed taxation should be café for on: e inaterül . 


timing differences; using the deferral method.- A-choice may. be. 


. made be-ween calculating the taxation effect of each. timing 
. difference or of each group of similar timing differences, or by: 
effecting a, single computation-on the ‘net change of all similar : 
timing differences: whichever of the:alternatives 4 is adopted, it, 
‘Should be applied consistently from: eur to year, ETE, : 


4d 
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Disclosure i in financiàl statements po Fig 
34. Profit and loss account: "The táxation effect of timing differ-. 


" ences deat with in the profit and loss account should be shown 


separately : ás a componeñt óf the total taxation charge.or' credit’. 


in the prozit and loss account, or by way of note to the’ accounts. , 


To the ‘extent that. amounts of deferred taxation. arise which 
relate to. extraordinary : items these should be. shown. DUE 
as part of such items. :*,' ,. * 

35. Balance sheet. Deferred. taxation’ account baldes should 
be shown separately in the balanice sheet and described as 
‘deferted taxation’. They should not be shown as part of share- 
holders’ finds nor included’ under: current ‘assets’ or current 
liabilities. A note to the accounts’ should indicate the nature and’. 
amount of the major elements of which the net balance i$ com-^ 
‘posed and. a description of-the method of calculation. adopted. ! 

36. Where aniounts of deferred taxation arise which relate to 


moveinents on: reserves (e.g. resulting from a revaluation of | 


assets) the amounts transferred to or from deferred taxation’ 


account should be shown separately as part of such movements: ' 


37. Whecze the value of an asset is shown by way of note on the 
. face of or ánnexed to the accounts and that value differs from thé 
book value of the asset,'the note should also show, if material, 
the tax implications which would result from the realization of. 
the. asset at the balance sheet date at the stated value. . 
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assets reoresentirig recoverable taxes. These liabilities or assets.’ 
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May dd a. T Y “ACCOUNTANT” i xs C NEC | 605 ...; 
^ E Para i> * MO sou * x : ; E . "a $ we. g a hos is 2 s ue 4 zm 2 s 
n xt us id a 7 [p » A ok f z EO 5 
| ‘Transitional arrangements’ oo UN xai NI 3 ens or. (rm "deducted: for dax purposes, ina ‘later, p 
^ period than that in which included in the: accounts:  . Pus 


38 Ón the introduction of this-standard, the opening balance `- 


on, deferred taxation account, in respect of. -past-timing: ‘differen Ei , p Krieg pee == Eon accoun ung period, a a 
ces which have hot yet. been: reversed, should be. established, or- igit (b) pénsión ‘costs, ETT in the accounts but alawed. for tax - ae 
recalculated, by retroactive adjustment if necessary "using. the” ^. "purposes ‘when. paid or” contributed , or otherwise over an Us 2: : 
‘deferral method. Where such a caléulation would not be practic- >.. , extended period; ,' - oe Sube 
. able‘ the liability: method. should. be: “used and SINE T (c provisions -for repairs... gad ‘phaintenance . ni in: ;the Uo 
' ‘deferral Ho should be. applied. Mb E x Buh cu accounts but' not. allowed" “for . tax. purposes unti the: f 
a E SL b "s . expenditure is incurred; RE 
‘Date from which éffective.. um de S n x uil - (d). depreciation of fixed ‘assets provided i in thé accounts which ZR 
$ i 7. ” exceeds that allowed for tax purposes; > ^.^: <Ë i 
394 "The accounting practices, set. out. in this'statement should: Be ^". (e) bad debt provisions not allowed for tax purposes” unléss and. 
: adopted. as soon.as "possible and regarded; as Standard in respect . until they: become. ‘specific’; : js 
| of financial statements jeu to- D UE periods beginning.-. f) provisions for revenue losses on closes down plants or ‘for’ R 
on Of. after Janay Pb Ms d P | SUM me costs. of' reoiganization, upon which. tax relief;is not’ 
"2 , sf rie p me ewe. CM zm zn Dm -obtdined until the, costs are incurred Or losses realized. a s o 
- PART: 4 -— ' SPÉCIAL CONSIDERATIONS. IN: | | A SEM MEX 3 
. APPLYING. THE: ‘STANDARD. TO COMPANIES-. 23 |, APPENDIX 2. xu, A E po, ae a 
¡ SUBJECT. TO: TAXATION: IN JHE REPUBLIC OF. - "This appendix i is fór pl Phe i dóes Po foim pic of v 
"IRELAND. A S $ pu J ; the proposed SEDE accounting Prache ;u um E = - 
do. Such' companies are ‘not. subject to capital gains táx, nor ipte de 5 LL 2E 
the introduction -of an impütation tax system yet: been decided... 'Examples of the calculation of deferred taxation v Xe 


. upon. Reference to these mattérs:in the-standard'are, therefore; - Jy -zhy following examples ihe vates of tax and of capital allowances : E 
not” applicable to. such companies.. On the- other. hand, thie which have. been! used are entirely DIE and intended mirel 








following mátters pecultar:tó the táxation system. of the Republic’ to illustrate the principles involved. | PX RE 5 
of -Ireland will. ‘require, special consideration. “in: applying: the E | AN QE 
] 'standárd.: Wu as sa er V Example 1 — The deferral -method ee Hye ae x E k 
A) Dual system: ‘of: taxation. Defóned taxation: Swill. be com-, Using separate computations : for éach jódividal transaction’: : 
V ‘puted “separately for incorne tax and corporation n pes a pu ; "ME Machine , Machine ] Total: 
os 2; tax; the effectiof the latter oni the fornier. being taken A A e aT VA a a a P > E wu. 
n ; account. | The: »éxample ‘in’ Appendix 3" illustrates the: LE To 5 8 uc i.e A ur al 
i : ‘method of calculation. . b ' m B ^» E ES ae A p x, D 
os 0 Basis of assessment. In cases - Where the profits: ofan ac- des € sad od fo cent) "m c T M dU moe 2x 
H al period: form the -básis of assessment-for two: or. “ACRES pUrCRAREGIOT >. eu ATL ox e A 
o more. years, the aggregate ' of all timing differences which.. Capital "üllówances" lied oe P E "JN NU ME 
Jos... arise in the computation of' the. amounts’ charged fór ins» 2 ‘tak\purposes — first yearallow- ^. 2 T. ut e 
y "t ^j come tax in that. period : will be reflected: in the deferted ;  "ancé- 80. per cént. co ^ 8,000, 5; 1 0.0. 
. «taxation account.. US Deren a in accounts Nu ign AR A Me 
m Companies. benefiting from special es reliefs. In thé case of 25 per cent... pAn c. ^ 2800; 1950. : MOM E 
$ ui “companies , benefiting from. reduced or nil taxation: by i E e o NE E ON S 
^ "reason of export.sales'réli£f; Shannon. relief or mining: Timing difference SINE A T EIU 
: Télief, deferred taxation. will 'be-computéd with:refefence +» ` d xc Acca 
o c. fo net effective. rates if x0 of, hene tax caña o Amount credited to deferre ed tax Miaka, "ee e 
iat ag í áccount i perc cent dn timing .: pa ms E ee A ae 
" profits, tax. voe s : difference); . ee eee de i” SO 
0) Investment allowanicé. First “year investmeñt ‘allowaricés i inc ^ row ee thy A Bd Lo: ucc 
-the designated : areas “and for shipping, availed of without’ Year (tax: iate 53 per cent). "La oe pee ai 
A -impairment of the right: to. full AT allowarices;, give. ; Machine B purchased for : lade du^ ae fd DUO 6. O oe 
rise “to permanent differences, ae ee E m a ARA E ^ 
auo «due MEE t. Whota e YE rue “¿Capital sllownces claimed. Jor. S LX 
“APPENDIX: A DAA AXE /o Ma 7 2 2 - First year sallowence on. B at X cud ye et es ee 
This appendix is: foi p guidance. and does | not: fort part. of: | 100 per cent z Lo, 175720600090, a i; Ea sv 
“the proposed standard accounting practice., XL E g ¿Wai iting: down: allowance on e GA RI OMM 
wu is. un u^ . - at 25-péf cent (of "dde | u" cm E EL 
"Examples of. timing: differences "OIL er ge _written..down value). v s; ^ “500,5. ab A E. 
Depreciation -charged , in:, ac- Pa ce QUOS vw Mu 
. These are listed for purposes e illustration. only: and” dre: dob m». „counts 25 per cent: de 2s 24500 *. Bada CU us 
exhaustive. e - o o EN é 23 AS Dou, —— CET 
I. -Income taxed in. a later period thai that in which included in | “Timing, difference’ ' N T £6 000) 4 15,000 E SM 
the àccounts: po Cx NE M dili D 
. (ay interest teccivable: ‘ocrued in Y the: accounting. ‘period, but © _Amoiint Hd to  defetréd tax E qur XE "IA M eee 
^ taxed when réceived;- ^ < 5^ v jj "account for: : ^ PEE E aC ua es 
' (b) dividends from EA Subsidiaries. accrued. in a period: , reversing’ timing © difference Cd a Av A c 
- ^ prior to that i in which they rise. for tax purposes... e S ocs "+ So per gent: . O ea o ES) "c > uou Se 
-. 32. Income taxed in an earlier period than that in which in- . originating timing difference at^ haoc E desc vues ay 
cluded in the accounts’, > ^ QN S '53 Ber cent _ Kat ode qure Tow Noe. OQDSOCSU. Ao n e 
: (a) intra group piba: in Stock Vere upon: consolidatiói ae pa AN 0 78, 16 3.0 6,9959; Le, 
z z -.untilrealiZation to third parties; -= — ; : Balance on deferred tax account Walt asu co MES Le 
en (b) sécurity dealers’ profits taxed as they arise, but (in certain aat yéar-erid .. Eu EN «£9,700 ^ :* 


gn casés) averaged: over future Periods for accounts purposes TM xk oon tuse ut UM 
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e E 3 QR n E f 4 A . . ) : EE t E d : Kn 
- : ` : ‘st "2 p” Tot ^ : : a E E ` l 7 ' ^ * 4 S i 
E ee | Machin Machine : Total REGENDI T S. RW as E 
: i. iUe I 0 UN. uie 4 (Bí ) " brought forward . 18,500  - 9,700 
= E . E i , - $ E R id toos * i E 
- Es . Year tax rate’ er cent ae. US pr 9 os 
| Balance eb deleted = account £ o | p ES 3 : E à ^ D CI ZI a 
brought forwatd PW d ^ 9,700 eversing timing di cada ‘asi in; o, f 
i ' uu g^ Ar ` Example 1): | JN M CE MEE c 
oe Sie i 3 de AS 
. Eo 3 (tax 3 rate 555 per cent) ; NL l TEA n a (2,125) 2 m : 
Br allowances — — written. donn A IO : l re B TP IE .($,000) ~ | Que b 
allowance on A at 25 percent ©--' - ^. - y (ND A, _ (70125), . 
(of £1,500 written down value) ' 395: uid mE E "Debited to dad is ‘account at .". v "i 
bs allowance on B as first-year ——- avérage rate of 524 per cent.. — E 736) 
E allowance of oo per. cent. . | j ee ; ae 
claimed in yeár òf purchase +... ~ PEDE Accumulated timing differences. iw m f 11,375. 
- *” Depreciation charged i in accounts . 2, 309 -" £5,000 Balance on deferred tax account - — 
ER E eee A ple ' ~ equivalent to an effective rate of ` Tu 
5 Réversing timing differences LC, (2,125) Asoc. E - 52 4 per cent, ORAE T d os 24b acd s 38: 9047 
Amount debited to deferred tax o x T2 m Voar 4 (táx rate 50 per cent), > zt Wes E : 
..— .for-reversal (A at 50 per, cent; - "Reversing timing differences (asi in; i , 
| Bat 53 per 'cent) oOo... EE La, 062) £0, 650) ` "t; n2. Example 1): ES | EUM A ' 
:- Balance on deferred. tax account JL M D E . re À .. E | Ze spo E (à 2» A. 
"s. at year-erid E EM a : i ons re B^ SEES D. 5 aa .. (8,060): 2 
Á | A a ee es Spy, ux (71219) E 
as 4 (tix: rate 50 per cent) we igs ;  Debited to defensi tax account Bt) sons 
^ Capital allowances — writendown. g : m" , average rate of 52:4 per cent... ue 785); 
E allowance on A at 25 per cent : l $ | Accuimulated aad differences. . B AS E 56. 
(of-£1,125 written down value) |. 7281 ; p 3 ES =: 
; No-allowance on B * .. we d me, Balance on deferred tax account X MP MORET 
^ + Depreciation Cao in accounts 2,500 5,000 S pd eei to.an effective rate. A aor T 
penen. s o 52/4. per cent ^/*.. eu DIE ? 2,179 
` Reversing timing iiaae .. £(2;219) £(5,000) aL re à = 
m e i, o) Note: ‘In this example the tax’ rates for Years 3 itd. 4 ‘have no ` 
: _ Amount  debited- to deferred it n po EUN P rt. effect on the calcülation of deferred tax miovements because there 
for reversal (A at 50 per cent; A . . are no originating timing differences. . T NEP. 
o -Bat 53 pen cent) co ror 119) KG, 650). 5769) , ned d gt l $ 
Balance on deferred tax account at E ee AR a Example 3- The deferral method pi. pe 
year-end eu SINUM IE ME E ` d ! Using the het change method (same fies as in Example 1. 
30 oe a | E ui a M ERE LP NM ON " Cumulative , S “Deferred” 
teo » ) EE A x UC LEN NE a E timing ^ v ` tax' 
; Example 2—The deferral inethod ' Ln LA LP RE NEN ov cs differences "account 
'" "Using separate , computations for each group. of similar timing "Year 1 (tax rate 50 percent) ^'^. Tac fd I5 
, differences '(fo- . simplicity only one such groüp - i.e., capital - Machine A hased forty b? amu. IU Vit 
-allowances/dep-eciation - is considered in the example). _ Machine A purchased for ix 900 Sb PE. E 
, T DEN t ees "t , Cumilative “Deferred. Capital allowances a Pa z 8,000 
"u e sa E E ~ timing lax . * Depteciation. charged in accounts s 500 
FEN e T . differences account ` i ZEN Xe A cec ne RA 
s ` ' GE Rx po WOW decer ipe yA p = A PP edt eds T £5,500: 
Year I (tax rate 50 per cent) - E EE: E > 
Machine A purchased for {10,000  . EA uc Amount credited to, deferred tax account | NER C13 
' (as in Example n LAS UB Ld ë i at 50,per cent 2m o c M 3750 
Capital. allowance (as.i in Exomple EET. ~ Du S. » m 
‘ 1) Loss zn X 2E 8,000: . Et EJ Year 2 (tax rate 53 per Gent) ` . E E E or © es 
- Depreciation charged à mn accounts . ES Reversing timing differences re p. i da oo0) EE 
ent .. TN 2,500-- | "Ur n o " 
Ned PER Sen ibo 5 5,500 ^" : ¡Originating timing, differences re Ba aia I 5,000 * - 
` . $ i . TES , ed . : 
Amount credited to ee tax. dE a : : Qus I A See uu TP 
pecu us i Net timing difference Moy o... £13,000 | 
..  »account at 5c pere cent... .. eig US e! Bago l as eut 
i : - : TD Credited’ to deferred tax account, at. 5 3 per . i s 
u Yat 2 (an rate 53 per "— t ar E í | cent i" T ^ gue l js LU Lage c ue 6,890. 
' Reversing timing difference re: A. l : s PE 
l (as in Example 1) at 56 per cent | (2, 000) : ‘(1,000)’ | Balance on defended tax account: at year- o 
pe Originating timing differencereB = — . ^^ Po end ee : T di SANE KC a Er 9,640 | 
: .(as in Example 1) at-53 per cent. |. 15,000 - 5,77,950.. ^ A CN ee a pe 
CU al ; Year 3, (tax rate 53 per cent) TOP DU E A 
ur Accuiniulated timing differences. . | 38,500... ^ Reversing timing. differences: o recen ee et 
t 1 ^ 00087 an : e . E i 2 ^8 à TT " : 
- Balance ori deferred tax account~ -o 000 e a eor rà ya ac LE . (2,125) 
"2 . equivalent to an effective rate of Ou du. a .reB . .-^ UU CAU Er i (5,006) IINE 
. 5214 per cent z gee E ME ,. 9,700 . p . Od A paese. 
eae et | IDEE L EA A | Zu “carried forteard Los) | £9,640" 
, ES ` -. carried forward “18,500 9,700 m DJ, —À 


May 3rd; 1973 ^ 00 5 f | 
: ; > ! ‘ y ^ 
$5 nou: forward (7,125) 
Debited to iwa tax account at t 53 per E 
eent o‘ os . 1 ` 
Balance on deferred tax subo: at year- 
end 
Year 4 (tax rate 50 per cent) 
Reversing timing differences: 
re A s ps (2,219) 
re B (5,009) 
£(7,219) 
Debited to deferred tax account at 5o per | 
` cent dd = pi eñ 
Balance on deferred tax account at year- - 
ena de Meo js 
ue 5 (tax rate 50 per cent): . 
Reversing timing differences: : 
re A — writing down allowance at 25 per 
cent (on £844 written down yan) - 211 
re B i £x ^. (5,000) 
' - l l i (4,789) 
Deferred tax thereon'at 50 per cent (2,394) 
But restricted to balance on account 
` Balance at year-end E 
Example 4— Trading losses : kx 


No originating or reversing timing differences 


Year 1 (tax rate 50 per cent) A, o £ 


Opening balance on deferred tax 
account — credit 


Loss for year (Note 1) .. =a.) 


| 90,000 
Notional tax relief at 50 per cent 

(Note 2) 7 s P Mae 3 45,000 
Loss after tax  ... £45,000 ` 


- Balance on deferred tax account at 
a peer eo . 


^ 


f 


Year 2 (tax rate 53 per cent) . 


Profit for year, - 200,000 
Taxation at 53 per cent — tax pay- ` we 

able (Note 3) l 7 58,300 
Deferred tax reinstated Noté 4) 45,000 103,300 
Profit after tax . £96,700 . 


'. Balánce on deferred tax account at 
year-end — credit : 


N otes: 


(1) It is assumed that the joie cannot bé uris back because 
there was no taxable profit in the preceding.year, the deferred tax 


account having arisen in earlier profitable years. 


(2) Equivalent to.timing differences of £90,000 released. 
(3) Based on year's profit, £200,000, less tax loss brought 


forward, £90,000 (1.e., 53 per cent of £110,000). 


(4) Restricted to the amount released in Year 1. (If, however, the- 
net change method is being used, the reinstatement would be 
£47,700, that is £90,000 (the equivalent - amount of. timing ' 


differences released) at .53 per cent.) 


2 ^ 


-t 


"THE 


ACCOUNTANT. =P 7 0 88 


` 





4 


f 


£ .. Example 5 — Trading losses 





9049 | No originating or reversing timing differences. 
(3 558) . Year 1 (tax rate go per cent) E Es E 6 
: Opening balance on deferred t tax account — 
credit - 30,000 
z 864 — Loss for year : 90,000 i 
S idu Notional tax. relief at. 50 per. "cent a7 
£45,000 — but restricted to balance on 
a deferred tax account (Note 1) -. - 30,000 (30,000) 
Loss iit tax | . £60,000 
Balance on deferred tax account at year- ps 
end en att ve - T Ni 
(|  .Year 2 (tax rate 53 per cent) T 
(3,609) "profit for year "i - . 70,000 
Taxation at: 53 per cent — £37,100 ~ but 
reinstatement of deferred . taxation re- 
2,255 stricted to N otes 2 and 3 20,000 20,000 
Profit after tax £50,000 . 
: p - a 
Balance on deferred tax account at year- 
end Pss ae ic is T £20,000 
| Notes: | NEP : 
(1) Equivalent to timing differences of £60, 000 released. 
e (2) Calculated as follows: f * 
5 Profit for year > P 70,000 
(2,255) Less Loss brought forward ed by timing. 
m differences in Year 1 (ie. £90,000 less ; 
Nil ' £60,000) - m » 30,000 
Adjusted profit `. - 40,000, 
Tax thereon at 50 percent  .. , £20,000 
' Additionally the adjusted profit is equivalent to timing differences  ; 
-£ of £40,000 reinstated so that, at the end of Year 2, there remain a 
further £20,000 timing differences awaiting reinstatement. 
50,000 (3) If the net change method is being used the deferred tax- 
, account would be reinstated at the rate tax applicable to Year 2, 
; E EREK per cent, giving rise to a tax charge of £21,200. 
E i wa T v 
45,000 Example 6 — Trading losses ` 
Including timing differences l i : 
Year x (tax rate 5o per cent) £ Sa L 
5,000 Opening balance on deferred tax 
account — credit (Note , 1) 60,000 
"Timing differences: 
reversing id Eo (12,000) 
originating 20,000 
(Note 3) £8,000 
45,000. ; me 
" Loss for year o E 100,000 
Notional tax relief at 50 per cent 
RE (Note 2) Ad ve 50,000 :(50,000) 
£50,000 Loss after tax "NT £50,000 
. ^ Balance on deferred.tax account at 
year-end j £10,000 
Notes: 


(1) Representing timing differences of £ 120,000 at an average 
tax rate of 50 per cent. 


(2) Equivalent to timing differences of £100,000 released. 


(3) The tax effect of the net timing differences in the year is 
ignored because there is a loss for the year but will.be recognized 
_ through the deferred tax- account when adequate profits are ` 


earned i in future years. P 





PET ALT Ss. F p : 4 5 m? t , E P 
"608 , t Es de l ; of è DES E d 
ety 3 e I : PUE. T RFE UR 
pos ME 2 OM rate 53 ‘per cent) ' rx cuu E 
mine differences; © - ` l ; 
Pu reversing + .. ; E . ' (16,000) . 
; .'"; originating . : : 30,000 
a = _ ^. £14,000 
: . TU. = 2: 7 : a i E esta 
i "Profit for year... zb LA 200,000 ts 
. ^ "Taxation at 5 3 per cent thereon H - 
; representing: T ' "n 
Tax payable (Note 1)... - .. 41,340 f 
‘Deferred $ tax (Note 2).. 61,900 n 
p "EUM 103,240 ^ ,- 
s * "> 00————— 61,960 
Profit after tax n a E Ta ' , £96,760 ——— : 
Balance on:defezred tax account. - . £ 71,900 
"M + i. . ` * E 
Notes: l a ; 
. '— (1) Year 2 EDI profits ~ 200,009 T s d 
Uo 27 (0 £14,000, ae be = 186,000 
.. | +: Less Year x loss brought forward : ~ EU ue 
a l £100) BO ANI 000 "S == 108,000 ` 
y E $ = ~ —MÀ—— 
P ER D > C : " ie B es 78, 000 
E . Tax thereor at 53 per cent :. CIERRE NN O 
(2) Year i= notional tax relief — - being sol 2. Q5! 
s per cent. differences. of £rioo,000 , o 
"^ reinstated Sates en pie bie 309 ' $0, 000 
3 Year 1—tax.on timing differences not MES 
de up recognized: . d 
PE. reversing — £12, ooo at 50.per.cent , '^ "UNE, 
"NW : (opening average rate) .. hae 6, 000) E ie 
|o" Originating — £20,000 at 50 per cent "ELM 
zz (rate for Yeu ry 0820... 5 YO,Ó00 : l 
os AA 4,000 
LUI “Year. 2 ~ tax. on timing dieen RR P 
ds no reversing — £ 16,000 at 50 per cent. | 
id (openirg average rate) .. i: (8,000) 
"A originating — £,30, 000 at 53 per cent = 
po a eet (rate for Year 2) : + .: 7. 15,900 ^" | 
i ` p : l : : Mee 1900 
i Y ME: ! Y £61,900 


0) As in Examples 4 nds it is assumed thàt the nét change 
method is not. being used. i it “Were, the calculations in Note 2. 


E ACCOUNTANT 


Financial ‘year ended December 315, 1971 


a, . 
* ? ` ` eon, 
1 E F . 


4 


Y 


A 


. £53,000. £(53,000) n" 000 M 000 


Ea == =e go 
La a 


‘Total tax change for 
year . , 


Baines on ome tax 





. account + £3 5,600 £76, 500 £126, 500. ‘£238, 600 
- 2 - Z 2 Lim A A 
abd: t m : | Yu $a. E s o. : ‘ z iv a i 3 . 1% 


In the preceding E it is assumed. that Sayer “has been 


made by Company C to Company B for the tax losses. Even if ] 


"Máy:3rd, 1973 '. 


‘Year 2 Si er ue SUD ues 5. £ 
. l 2 
(tax zate 53 per cent) ES DA LN E 
Profit (loss) .- .4 100, ooo (x00, odo) . 200,000 200,009 
' Timing differences .. 20, 000 :. 50, ooo 50,000. ! | 1205000. 
Assessable profit (loss) . 80, 000 a 000) “150, 000: 80,000 T 
Group relief B toC.. — ES v inde G 50, 900) — 
Taxabl= profit 80,000 — — . 80,000 
Tax at 33 per cent: ' ^ . T. * s 
Payaxle — .. 42,400 * —.^ —' 42,400 
Grot p relief (Note) . — DM 506)" 79, 500 — 
. Deferred: .. usse 26,500 26,500") em. y 
iii A rey AA 


such a payment | had not been ‘made, the deferred tax charge. of. 
- £26, sco in B would still be shown, despite the loss shown in the: 


relief Dr tax losses surrendered to C. EC Sd 


Venerdi 3 


l , ACCOUNES, ‚a distortion which arises purely as a dii of the group 


"This, a>pendix is for general guidance and does not. form part of 


the preposed standard accounting practice. d ; 
, M , ` ; ; 


Companies subject to taxation in the Republic of.. A 


~ 


Irelard  ..; 


* el 


a A - 
a . - 


Example of the calculation of deferred taxation 
for companies subject to income tax and . 
corporation profits tax ° > 





1 Dog 
would all be màde at 53 per cent, giving 3 rise.to a deferred tax ^ Machine pur chased i in “year for. |. E x £10,000 , M: 
ju char e in Year 2 of 64,660: d pm E CS we 
E m É i fn ^ | a “2s Depre-iation muri in. the accounts .. . £1,000. HS 
: [^ : J eu d —— E 
i “Example. 7- Appiah o ‘of UK group rélief. A oo : ux. des 
Company Company Company Total - a e >. Pine E SE "m . Corporation | 
u : E 4 B C after ` IMPR S SUR Income. Profits Tax 
AN a | group | E AE TaxüT) | (CPT) 
f d bu comprises: a relief : $ eek. Rue ar a Je e : T 0 m 
i Year i ' ` '£ CN. £ can Capital allowances available and taken for 7 yr 
= 44 X N 3 ; ‘ me 
: (tax rate 50 per cent) ka Pon es E 197573. ‘(Income Tax)" po | £10,000 : 
o. > Profit .. .. . .. 100,000. 200,000 ` 300,000 600,000. TA S es 
"E ` Timing. differences es Á er d 399, , Capital allowarices for 1971 (CPT) . TA eus IN. 
- tnet. d aie 0,000 - 100,000 . 200,000 0,000 2E aa = l 
EE. R3 E à a oS Ue c Timing enn Fe rns aeu ees 9,000  £(1,000). 
ii - Assessable proüt a 50,000 100,000 . 100,000 250,000 CE AAA 
l i aec - ^ Tax efect at CPT rte of 23 per cent, ji re a4 (230),, 
cee, l l | 
Tax at so per zent: : M ` 4 : f 1 Effect of CPT on income tax - . EE ^ i . 230 x X M ‘ 
Payable — ..^. ..  25000.. 50,000: 56,000 125,000 er 
Deferred ` HT 5,000 50,900. 100,000. 175,000 Adjus-ed timing différénice for i income vax £9,230: E 
e ] i es Me 
. "Total tax hae fe i $ - Tax elect at IT rate of 3 3 $ per cent. vi 3,231 P 
us year s .. . £50,000 £100, ooo £150,000 4,300) 000 ^ (mecum n usen e 
a A ——— v —— ——— HRS ne be deferred e n -o0€ £3,231 " £ (230) 
. Balance on defined tax. TE ne R NM — mM 
C; 'taccount of... - -£25,000 E 50, 000 £ 100,000 W 175,000. Net dsl : £3,001 , 
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VALUE ADDED TAX. 


by The College of law ` 





THE - -' 


ACCOUNTANT . 4 


This pause consists of revised. and expanded ipee of three ici on the 


new tax delivered at one-day conferences organized by The College of Law. The lectures - 


cover the basic law, special problems facing solicitors and accounting for VAT. The 


booklet also contains a question and answer section based on questions raised at the : 


conferences. 


The booklet has been purchased by a very large number of solicitors. It covers ground : 


common to. both the legal and accountáncy professions. Many auditors may-find this 


publication a useful guide to the principles upon which many firms of solicitors will be. 
T their n" of VAT. 
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THE COLLEGE OF LAW . : 
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- We know your = accounts are necessarily’ 
complicated. That's why we make our statements © 
read with enlightening simplicity. 
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Thetype of pauline service we offer 
can make a substantial'contributión to the 
smocth running of your banking affairs. 

Take our very distinctive statements 
‘as one example. We provide these written 
outin narrative form so that you can: 
quickly identify and reconcile each ' 
transaction. 

. You get such attention to vital detail 
because we are smaller than other banks | 
and can afford to give a high standard of 
personal service. We have all thé 


are spread among fewer private and 


-professional customers. 


Withdrawing cash freman account 
at Couttsis straightforward ; wecan 
make arrangements for you not only at 
our branches but at banks throughout: . 
the country. 
So if you heed a total and discerning 
banking service you will find Coutts is the 
bank for you. Charles Crawley is the man 
who will gladly tell you more. The address 
is: Coutts & Co., 440 Strand, London 


necessary experts. It's SiN ust that they a 3 YWC2R 00S. Telephone 01-836 7701. 


Coutts & Co- avery individual bank. 
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1£75is coming. Do we need to spel out what that 
means for companies who do, not, at the moment, 
operate a satisfactory pension scheme ? 


n 1975, such firms, if they have not already done so, - / 
wel be required either to join the State, Reserve Scheme — l 
orinaugurate their own. 2 






























Thisis certain to mean a rush for pension that will | , 

make the Gold Rush look like a kiddies’ outing. | 
. Sy acting now, you could beat the rush — and get 
ycurself and your employees or clients a far better deal. 

You'll have time to weigh up all the pros and cons. 

th nk twice — and, indeed, generally get the best 
atention to your particular problem: 

3ritish Life Reliance have the answers to your 
pensions problems attheir finger tips. 

Jur two 'R' plans, for example, have been die 
to znable employers to set up their own private 
scnemes andát a low cost provide substantially more 
benefits for their employees than the State alternative. 

n the middle range come our two General Pensions 
Schemes, which give even greater benefits to employees 
ard employers alike. 

nthe ‘top hat’ range is our Management Incentive 
Scheme — specially designed to give employees at. 
management level a really lucrative pension at a 

' reasonable cost: 
` *£ndourself employed annuities give really 
ccmprehensive benefits. 

rorfurther information about any (or all) of these, 
schemes, tick the appropriate box in the coupon below. 
Eech explains the sort of service British Life Reliance can 
of erin great depth. But act now. Next year may well be . 
too late: 








Planning far 
Pensions nwa Beh Life Reliance J il M 


TO: BRITISH LIFE RELIANCE | 
Reliance House, Tunbridge Wells, Kent. 


Please send me urgently the following booklet(s) about Pensions, 
LT 'R'Plans. [E] -General Pensions Schemes. 

T] Management Incentive Scheme. [] Self Employed Hanoi: 
Name ist Position 

Company í 

Address: 


We're not one of the biggest insurance 
groups. Just one of the best. 


‘ * * 
` . 
M -. m 
EM È i 
: H BENI HA 
» à E 
eS 


Insurance brokers name and address 
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-Taxation 
a a E Cases — 


-United. Friendly Insurance Co Ltd v. Eady 
In the High Te of Justice (Chancery ee March us 


1973 
(Before Mr meu GOULDING) 


Income tax — Expenses of management — Life assurance company — 
Two funds ~ Accounts for calendar years — Unrelieved management 
expenses — Management expenses “set against tax deducted from 
company’s income — Repayment by reference to expenses in calendar 
year — This treated as repayment for a year of assessment — Income 


Tax Act 1952, sections 425, 426 — Income Tax Management 


Act 1964, section 9 (9). 


The appellant company — an assurance company carrying on 
life assurance business — held two funds: the Life Industrial 
Fund and the Life Ordinary Fund, which were kept separate 
from each other and from the other funds of the company, as 
required by section 426 of the Income Tax Act 1952. . 

The company's accounts were prepared by reference to 
calendar years, and there were no accounts for any income tax 
‘years of assessment..'There was a surplus of unrelieved man- 
agement expenses in relation to both funds. 

The company made management expenses claims, under 
section 425 of the Income Tax Act 1952, by sending to the 


Inspector of Taxes its accounts for each calendar year. The 


accounts were accompanied by statements showing, on the one 
hand, the tax deducted at source from the company's income 
for the calendar year in question, and on the other hand the 
expenses of management for thar cálendar year. The Inspector 
authorized repayment of the tax so deducted. This operation was 
treated by both sides as a claim made, and repayment made, for 
the year of assessment beginning on April 6th in the calendar 
year of account. This method was last applied to the accounts 
' for the calendar year 1965 and was taken to be a claim and 
repayment for 1965-66. 

On April 6th, 1966, the company came within the charge 
to corporation tax and’ was nc longer within the charge to 
income tax.. It. was common ground that thus, no claim 
could be made for repayment of income tax suffered by deduc- 
-tion for the period from January rst to April sth, 1966. The 
company claimed that the tax so suffered by deduction should 


be repaid pursuant to section 425 of the 1952 Act. This claim . 


was for repayment of £425,793 in respect.of the life industrial 


branch and £62,579 in respect of the life ordinary branch, and - 


.these sums were. described as ‘the tax deducted or paid on 
income accruing to the United Friendly Insurance Co Ltd for 
_ the period January 1st, 1966 to April sth, 1966*. The claim was 
- refused by the Inland Revenue, and the company appealed to 
the Special Commissioners. 


It was contended for the ' company that all its investment 


income down to April sth, 1966, was income in respect of which 
it had been charged to income tax by deduction for the purposes 
of section 425, and was capable of being the subject-matter ofa 
claim under that section; that the claim was, in law, a claim 
for repayment of tax suffered on each of the dividends ‘par- 
ticularized i in the claim, and each such dividend was income of 
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accrued; that a-claim related to any dividend that accrued 
between January 1st, 1965 and April sth, 1965, was-in reality a 
claim in respect of the year of assessment 1964—65; that as far 
as the claim related to'any dividend accrued between January 
ist and April sth, 1966, it was in reality a claim in respect of the 
year of assessment 1965-66; and that in submitting its accounts 


‘for each calendar year, the company claimed repayment in 


respect of each dividend accrüed during that calendar year 
for the year of assessment of which each dividend was the income. 

It was further contended that as no form had been. pre- 
scribed for the making of a management expenses claim, it 
could be made in any reasonable form for a particular dividend, 
or a particular month, or in respect of any particular sum of 
money; and that the only purpose of the references to a particular 


^ the company..of the year ol assessment ‘in. which the dividend : 


year of assessment in section 425 was to make it clear that . 


disbursements in one year of assessment.could give rise to a 


. clatm for relief for that same year. 


It was contended for the Revenue that no'valid claim could 


be made for a part of a year of assessment; that section: 425^ 


contemplated a single claim, and repayment, in respect of each 
year of assessment; that the company's claim for repayment 
of the £826,000 was a claim in respect of the' year of assessment 
1965-66, and left no room for any further claim in respect of 
that year; and that all that could be done was for the company, 


Income Tax. Managemeht Act 1964, on the ground. of error or 
mistake. The Special Commissioners decided in favour of the 
Revenue. 

Held: the company's claim made in 1966 was for year 1965- 
66; there was no room for any further claim under section 425. 
for the same year, and that a decision was not necessary in re- 
spect of any claim under section 9 (9) of the 1964 Act. 


Buswell V. CIR 


In the High Court of Justice (Chancery Diver March. 23rd, 
1973 
(Before the VICE-CHANCELLOR (Sir JOHN PENNYCUICK)) 


Income tax — Foreign possessions — Domicile of origin in South 
Africa — Whether domicile of choice in England acquired — Burden 
of proof — Income Tax Act 1952, section 132 (3). 


The taxpayer was born in Johannesburg i in 1921, and had a 


South African domicile of origin. In 1928 he came with his: 


parents to England, where he was educated. He remained here 
till 1941, when.he was called up, and obtained a posting in the 


. Indian Army. He remained in India until: 1952, when he 


returned to England mainly on account of his father's health. 


On obtaining employment in England he received a question- . : 


naire from the Inland Revenue, and in reply to one question 
he- stated that.he^ proposed to remain permanently in the 
United Kingdom. From 1955 he held a British Indian passport 
and a South African passport. 

In 1960 tlie taxpayer bought a residence in London, and 


if it could, to make a valid claim under. section 9 (9) of the . 


in 1961 he married an. Englishwoman who had a large.income © 


from overseas. They purchased a property in Sussex; and 
in 1968 they visited South Africa and purchased a property 
there, and spent about £80,000 on it. Since then they had 


‘visited South Africa for three months every year. They had an 


intention to go to South Africa in 1976 to live permanently: 
Because of the education of their two children, and because of 
the taxpayer's elderly mother, who was still living in England, 
it wa$ not Convenient for them to go at an earlier date. i 

The taxpayer was assessed to income tax for 1961-62 to 
1967-68 on the basis that he was domiciled in the United 
Kingdom. It was contended on his behalf that he was not 
domiciled. in the United Kingdom, and was thus entitled, in 
respect of the: overseas income, to be assessed on the remittance 
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decision was: es id 


CIR V. Joiner | a 
. In the High Court of Justice (Chiscáy Division) - - - March. 


` (Before Mr Justice GOULDING) à v dk 


"E Transaction : in. Securities — Tax advantage’ ` Us | ipadacon va 
ass company — Pursuant to agréement — Business assets-sold to another 
¿company + Taxpayer. a large shareholder in both companies. -- 

. Liquidation assets distributed ~ Whether transaction in securities — 
_ Income ànd Corporation Taxes. Act 1970, Section 460. EE 


. The taxpayer ‘held 75 per cent of the shares in a. company . 
(A. G. Joiner & Co), which in. April 1964 agreed to"go into 
à voluntary liqui Mo and. sell its business assets to, another 


, » reflect that fact. 
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The Special Conimissioners upheld the assessmierits.... . 
+Held: to establish a domicile of choice. it was necessary tó:. 


i show. a Glear and. unéquivocable' intention to remain, in the. 


country . of choice permanently; ‘the: Special: Coitimissionérs? ; 


s: 
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“75 pez cent of the shares. At the: date of the liquidation. “agree”, 
ment more than .£200;500. was standing to the credit of the’ ' 
profit and loss account of A.-G. Joiner; & Co. Between 1954 and 
1969: the assets’ in: ‘the. liquidation were distributéd, and. the | 


. |’ “taxpazer received cash and investments valued at t £j 137, 16, as a 


age sum in the liquidation. . 
In September. 1970, the Revenué served à: notice on the! | 


~taxparer, under section 460 (3), of liability to surtax on the a 


: basis. pursuant to section 1 32 (3) of the b une Tax Act 19 a x company (Auto (OPEN 3n which the taxpayer de held: pt 
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£ 137, :16, on the basis that it was a tax advantage ffoni a trans- 


actión in securities:: E 


> 


It vas contended for thë taxpayer that the liquidation foe P 


actions were not within section 460. It was conterided.for the, 


Revenue: (i) that the whole afrangerhent was óne:transaction ^. 
^ within the'section; (ii) that the liquidation agreement and the: 


sale agreement. between the two companies were „transactions; 
in sec rities; (iii) that;the distribution of assets to-a shareholder . 


in the liquidatiori was such a:transaction. The. ‘Special; Com- 


missioners decided in favour, of the taxpayer. 2% s. s S 
Hele: ‘the Revenue’ $ contention at (i) abóve was Correct. 
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. PROPOSED ) STATEMENT. OF STANDARD ACCOUNTING PRACTICE. + 3 EN "d vedi bs 


Accounting for Value Added Tax. 


Ps ^ 


l 


A'T-is-a'tax on the supply of goods oa services eventually s. Amcunts due-to or from the Revenué authorities i in respect. ` 


qa by-tke final consumer but collected: at each stage of | 
"the: ‘production and distribution ‘chain. As. a general principle 
. therefore the-treatment of VAT in.the accounts. of ‘a’ trader 


not be included. in income or in expendituré whether of 4 capital. 
or revenue nature. "There will however be circumstances,’ cas” 


"- noted ‘below; in which a trader will himself bear VAT: and in^ 


“such circumstanzes the accounting treatment should Eod id 


- -r 


. cPersons not sccountobls: for VAT. 


à. Persons hot accountable for VAT will pute VAT c on inputs. - 


will not normally require separare: disclosure. S ce 


æ 


should" reflectzhis‘role as a collector of the tax atid VAT should ` Capital commitments. Pod. — i POM 


6. The estimated amount of capital commitments should include 
Abe app-opriate amount, df any, of irrecoverable’ VAT. 

` Comparisons = bec LEM M pes b 

in the- Republic of Ireland) to be included in turnover, it may be 
desirabls in the initial years of VAT to disclose the turnover of : 


. For them VAT will increase the cost of all. „goods and services periods in which such tax applied both gross and net of tax to` 
^ ; assist in comparisons; In'some cases, for example retailers, it 


^to, which it applies and should be included i in: such costs. 


Accountablé persons who also carry on 
exempted activities . . AE A 


.3.-In the case of ccountable persons, who Ge carry on exempted 
‘activities there will be a residue of VAT’, which will-fall-directly ` 
‘on the trader, normally'arrived at by division of his output as ` 
“between taxable outputs (including zero-rated) and those which ' 
are exempt. Such VAT will be part of the trader's costs and 
‘should’ be so treated in. his accounts;. in particular the áppro- 


“priate portion ‘of the VAT allocable to fixed assets should, if. 8, Turnover. shown in the profit añd loss, account should excludé 


itrécoverable,- ‘be added tothe cost of the fixed assets, concerned: 
^ In some cases, e.g., where financial and VAT accounting periods - 
' do not, coincide, an. estimate may be necessary. 


e 
r 


" Non-deductible inputs. : 
"de All traders will bear tax'in so far as it relates to non- deductible « 
inputs (e.g.; motor-cars other than for resale and certain business . 
entertaining expenses). Such tax: should ‘therefore be. included 
as, iS part. of the cost of those. items. ui 
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(or sales taxes)'included'in turnover; in those cases an explana-. 


"This. statement issued by the Accouritno garde Seca: Conimittée seeiis, . rr A "e P = a 
‘by presenting a standard: accounting practice, to.achieve uniformity. of. ae LUE NM WX 

, áccounting, treatment in financial statements in tespect on VAT > we. l NEU Pi edo hoe ad 
"PART T- : EXPLANATORY NOTE - D od e e Amounts due to or From the Revenue authorities 


\ 


tóry note will be desirable. Where:custonis or excise “dutiés are 


` includec in. turnóver and such duties are reduced to o take account’ : 
‘of VAT. an — note, may ‘be necessary. i d 


f. ` 
fo K 4$ 


PART 2— PROPOSED: 'STANDARD ps ES 
ACCOUNTING PRACTICE. 2402 o e 


. VAT on taxable outputs, |. '. & 


9. Irrecoverable VAT allocable tó da assets should Ps gui 
“as part cf their cost: Other items disclosed separately in the 
accounts shoüld'be stated at amounts inclusive of. irrecoverable 
“ VAT allecable to them where such inclusion is material. Pu de uo 


10.. Date from which : effective. Thé ¿accounting practices set 
out in th s statement should be regarded as standard in respect 
„of ACCOUEMRE periods starting. on or “after danny, Ist, 1974 
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A Whexe it hás been: customary for ‘purchase tax (or.sales. ics : 


, may,nor be possible to ascertain the amount of purchase tax :. 
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" From Our New York Correspondeñt, ^'^ : s 
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ONG bdie the třuce in Vietnam’ was às sighted, tax experts 
mand fiscal ‘reformers. began: to lick their lips over the. - 

- “prospect of dividing up-the expécted cuts, In military : 
: spendinig.: As the months: roll’ by,;it is becoming ever 
‘clearer that new government’ programmes. \ will.have to-look : 

4 elsewhere for their funds. The “incremental cost ‘of’ Viet- - 


nam’, in the jargon of the Pentagon, had" been running at: 
` the. equivalent of some "£2,400. million =a massive enough’ : 
annual burden, yet less than io.per cent-of the total defence -. 


7 budget and not: much more than 2 per’.cent of the. total 
. federal: budget., Moreover,- President | Nixon has’ insisted-: 
‘that regardless of thè end of:the Indo: China: involyemetit,? 
the nation must: still keep its guard up and cannot: afford: 
to, reduce the level a defence spending. 
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Undue tax burden k 
At the samé time, the Administration hs set its: face fy 


against any increase/in taxes. In so’ doing, it his appealed to. 


, the widely-held | belief that America, as a nation, is carrying. 
‘thore than its due burden of taxés.” 

A recent OECD. study has shown that the da tax’ 
load (including federal ànd local. taxation. of all kinds and 
national insurance, contributions) amounts. tò some 28 per: 
«cent of gross national product. This figure ‘confirms. the 
impression that the’ sums ‘skimmed off by the American: 
tax’ gatherét dre enormous;.the federal budget alone will 


or 


total the: ‘equivalent. of £110,600 million in; the: fiscal year. | 
'starting-in July: But the United Kingdom percentage is’. Even thé mote conservative observers are. beginning tosee. `` 


_ Significantly. higher; while in Sweden and the. Netherlands: 
some 40'per cent:of GNP is drawn off i In taxes. , ^" 

.'The source of the malaise-in the United. States must no’ 
doubt be found in the extraordiñarily héavy reliante on the ^ 


iricome tax — moreóver, on the especially painful method of - 


‘tax collection représented by self-assessment. Nearly half - 
the total tax-load in the; United. States is accounted for by - 


+ 


` income taxés. with 34 per cent coming from the taxation'of. : 
"> personal i incomes.and 14 per cent from that of. corporations. ;* z 


According to this measure, the United States i is: apparently: 
blessed’ with a highly progressive , tax system —more ‘so 
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^ Yei eiii iS a a widespread. feeling that the cuts i in: social: 
" programmes ‘recommended in the Nixon budget'for 1973~' 
74, Went: altogether, too. far. In ‘reducing expected PUR 
D tlie. équivalent -of sore Pos 500. million, ‘the Office. of. 
. Economic: ¿Opportunity (headquarters for the late-lamented 
«war-on' poverty) is being:dismantled. Training programmes ` 
and legal aid'are being. disbanded. Hospital construction». 
, and low-iricome housing DIDI are being discoiitinued. . 
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The only. major social programme ‘that i is. “being. expanded -. 

“is Social: Security.—the highly successful old-age pension .' 
pese introduced; as the first harbinger of today's American. ` A 
> welfate' state; ` in- the thirties. With benefits “under. this ^" 
© programme now: "stepped. up by 20 per cent, ' the elderly ` 
'are able to live more. comfortably (even if they have noneof- 
"the additional. private pension previsions now adopted. by. 
most businesses and labour unions) than in almost any . 
. other "country. “But. thé"annual ‘cost of these: pensions, >: 
together with payments to ex-servicé men, disabled workers | 
‘and só.onj has risen, tó. the stunning total of | over £30, 000" 
‘million. do * 

Unemployment: DC umb. ded by- Contrast. 
amount to only some: £4,000' million annually: 'With Social - Id 
^ Security being; paid. for entirely ouf of a. payroll: tax (and.:. - 

` therefore: on... regressive: basis), and with the states having” 

“to shoulder thé burden of. ‘unemployment and: -Welfare ^ 
"t payments, -tó -supplement - those . made 'by . ‘the federal, E 
~ Government; the need 'sééms: to be for.a ‘redistribution: of. NE 
“this part-of the tax: burden, rather than, an increase: in. 


fp ess 


" 
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‘America’ S. gropings towards a: rene ‘health $ Service - 
“have: given rise to a federal tax bill that already amounts to. 
„thë equivalent of some -£7,000 ‘million’ annually. A e. 
"fraction of this total is accounted for by Medicare, a. new 
supplemento: old-age pensions. The remainder, alsoa new - 
programme, is the Medicaid: plan- for low-income persons. 
and’ dependents: It is being cut back under President : 
:Nixon's austerity effort — and has, in any. case, been dis- NE 
credited by: revelations such as. that of the *black capitalist" 
who. allegedly: succeeded:in diverting. some £100,000 from 
funds supposedly supporting a defunct ‘New York hospital. 


the advaritages of à comprehensive national health system ^ 


| ES . comparable to ‘the. British. model; the problem being that... | | 


At Might: ae the cost of the pie Programmes. 


ke 
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= © ed ta i de 


dicum. tax: reform NE 


- i - 


.Interést is. therefore. turning, once ‘more. to: income tax 
“reform. One reformer has pointed out that. the tax deduc- `. 
‘ tion allowed on interest paid on house mortgages costs the ,.. 
"Treasury the, equiyalent-: -of more: than: 4,000 million... 
‘annually — most of it to, the benefit ‘of more prosperous » 


- than any other leading country except Sweden. Yet, with «families. A similar objection would certainly apply, for . 
~ the inroads of inflation and.the proliferation of. teliefs; the: instance, to Président-Nixon’s proposal to give a tax credit” 
. American i income tax is becoming steadily less progressive. . (costing perhaps £100 million annually) to parents choosing 
At the present phase of the American political cycle, little. to. send their children. to-fee- -paying schools. . | 
support would be..forthcoming * for.a programme’ to roll. ‘Another favourite’ object: of reform is the Capital iun 
‘back the reliefs of 1969 and finance. increased govérnment tax. Yet the ` pressure seems to'be almost as great to offer a 
pmo through higher i income taxes. . tax=fres. minimum: gain, or a. lower long-term rate ag 80: 
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X. Re ee NOTI “ACCOUNTANT - EUM Gud, ee - May, 3rd, 1973. 
: follow thé Canadian model and aggregate capital gains with illes experience on the Contineñt judi in Bü has dune 
earned i income. . nothing to revive the earlier enthusiasm for VAT: . 
z. Moré than :normal optimism is required E ‘anyone to . The Administration’s latest tax programme is tora 
004 believe that. income tax feform can áccorüplish what the concént-ating on simplification. ‘However „desirable in’ 

-d peace "dividend was supposed: to do: The obvious solution: itself, tnis can hardly -solvé' the fiscal problems. of the. 

^ is for America to lean more heavily. ón indirect taxation, Yet.’ seventies, when new federal spending needs are likely to be, 
. the sales tax is unpopuler, M is s largely, left. to e states; piled or- old at Mes rate of perhaps £5,000 mbon annually. 
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| LOOK at Lamson stes profit and loss. account shows proċess of. change is d especially" where the existing. 
A clearly enough that 1972 did not exactly go the company's commiiments: are greatest”, ~ `. 


Way. Mr B. H. Pearce, in his review with the:accounts, refers ~ But the Sumlock companies are now operating. profitably” 

. to expectations being ‘gradually. eroded by events” not wholly and “ar: additional market-of very great potential is opened up by 

E within the company's control, ^^ the hand-held: model, satisfying the personen fequiement 

- Recovery of the economy in world-wide terms mud slow, ofan "electronic slide-rule””. dero Toon ge Tt 
¡mate "and: uapredictable progress. ' Changes in technology T m at a v a a i 


caused traumatic changes in market.conditions and hit one of ME 
Lamson's important products. Even so, at the half-year mark Cutting out IN ari 


' * . it was considered that the action by then taken would have had , Although the bulk. Ge Lainson Tadüstriés 1972 " problems were ^ 
|. effect well before, the end óf the year, whereas it was not until - in the Sumlock area, there were other matters within the: 
` the final quarter that the measures began really to bite, By then engineering group and business equipment sectors that calléd 

E ‘it was too late to recover the lost ground. | for the cutting out of ünprofitable operations ånd re-appraisal of. 
=> Pre-tax profits for the. full year had been estimated at projects. Summing up the situation, thé chairman considers that. 
- $5,250,000 but, in the event, cáme out at 44,949,000. -By the . the action taken'in the Engineering and Búsiness, Equipment 
end of 1972 the problem. areas ‘of the, group were. showing Division should ‘redress the situation”, There is confidence on’ 
improvement and the boardroom view is that, all beng well, - the businéss.forms and copying products side. . .. 
profits this year will show a strong recovety. Progress made in Europe can be considered a spur. to the UK! 

A The major setback in. 1972. was in the Engineering and’ companies to ‘show that they will not be outpaced', although 
: Business, Equipment Division where the year's operations. ún tb. continued unsettled economiic-climate.they have a hard | 
resulted in a.loss of £29c,000 against a 1971 profit of £1, 118,000." «esk? Tr seini eresting to. note: the«chairman’s final. comment * 
“ Nearly three-quarters of the swing related to calculating machine. with reference to the spread of Lamson-“interests: He says: 
‘activities jin: the Sumlcck Comptometer and. Sumlock. Anita ‘Whilst we have never regarded ourselves as a diversified group 


: ‘electronics companies. E MM M a it may be that we have allowed ourselves to spread our efforts 
AA Do ‘7 a s too-thinly. It will.be our endeavour tò concentrate on thosé - 
-Electronic slide rule. LUE ES ` areas where we have: particular: strengths and to exploit’ these 
_. Mz Pearce reminds shareholders iati a yeàr ago he ird to totheful'. =< |: 
^] the drop in selling prices of electronic calculators because of: . It is always. a problem. to.decide where additional interests - 


Kd rapid advances in technology. In those, circumstances model acquired, «or entered into, take effort too far outside the group 
life is very short, development costs aré high and any reduction main. organization. “Business equipment, forms and copying 
in the pay-back period is-exttemely critical. " products, and the engineering that goes with them, is a range of ; 

/., Delays in development and delivery cost the group heavily industry that can grow at the-edges and cause Sro wig pains in . 

" interms of lost sales and stock write-downs. The fall in prices, the pec b ELE 4 
meanwhile, was far greatér than expected; particularly in the a NE @ SU M AT on 

' +. second quarter of the year. Prices for commercial single-store ^D eforred. taxat of : 7 zT | 

- display calculators fell as much as 35 per cent and prices.of ` ` . + 
.módels without store by up to 45 per cent, the fall being triggered - New to the Lamson Industries accounts this year is the intro- . 
off by. distributors cutting stocks in the face ‘of the ‘single chip’, duction. of à tax equalization: account as detailed: under the. 
“hand-held calculators by then reaching the market i in Msn heading.'Deferred "l'axation* in the statement of Accounting. 
-- nuinbers. ` - Policies. Deliberations.on the introduction of the account were: 
. Sumlock's sales of cormmercial display. E T in the UK reported a year ago. During last year thought was also given foa 
market, in terms of units, were over 9o per cent-of the budgeted property revaluation, the last reváluation having been in 1960. 
. level, ‘but a .shortfall of more than 20 per. cent in terms of value The chairman- reports that the “exercise proved rather too' 

AO  necessitated a substantial restructuring of the sales force and ^ complex to..complete intime for the accounts but it. should be: 

pa associated . service organizations. Mr Pearce comments - the done this year and the.new values shown i in | the rad sheet 
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Many hündreds of: accountants have fourid the ‘right ‘ob 
"through th:s useful service. Our information céntre (near : 
Moorgate Station) provides details on jobs, | ‘prospects and 
client ‘firms. Consultants are always available to discuss 

. your requirements and to offer expert advice. ' 


FREE LISTS. OF VACANCIES - 


^ will be posted to you or you can drop in and — without ` any 
form-filling - study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest: chioice, Ring 


for relevant list! i LEGI 
E | AE “a €. Pa .TO: BE. LET. 
TUM Practice: L Kelleher; 01-628 iso i i J uL de. p 
: More than 30 ofession utilize ‘our services: im... | ^ 
engagement of all grades of ‘staff from "Articled Clerks" "A _FACTORY+ t Class OFFICES. 
to Partners. Salaries: U, K.- -ùp to = 000; ‘Overseas - up id BE oro 
£10,000. we we M - 33, 500 sqft... ae 
Commerce and Industry: R. Thornhill, 012628 8860. zw | Zu 


Vacancies cover the whole range from Trainee to Financial T | mE 4 
Director. Salaries: up to £7, „000+. ra ag S ASA “MAIDENHEAD , 


Tempo rary Staff: M. Fatrrer, 01-628 0391. dos 4 E | E 5 3 : " | p BERKS © ar i ds 
Terms are are better than i is usual for temporary assignments. ("du & ` Ao qw i > 


; EMPLOYERS: Our régister of candidates lists muñdreds of .- 
'. accountants we have interviewed in depth, and ‘perhaps one `. 
of them :s the man you seek. To find gut ring me now and 

"E hall let you know within the hour. i i 
bu Thornhill, 01-628 8869 


- RICHARD OWEN. ASSOCIATES 


Box 23, 47 Finsbury Court N 
Finsbury ds London EC2A IHT- des 
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20 43... - . LEM - M ‘ a : 25 t. dei de > E €. s PU MODE RN y . B LN ] 
zs] For nearly 1 00 5 years we have published books for the’ Z2 ue ees 


- Accountancy Profession, especially Textbooks. for Students. E 


++ 
1 


Our experience is at. your disposal — let us » help. you. 
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e | ACCOUNTANCY & MANAGEMENT PUBLICATIONS. 
IN LONDON NX aos | 
a F | a TE Orders by post dispatched to all parts of the world 
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E E E 2 GEE. & co (Publishers) LIMITED. Poux ud cc 
| Es 151. STRAND, LONDON "WC2R. DE. d Seas d 
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' national freight markets -performed .one- of their oft-repeated 


' May 3rd, 1973 ene? 


: < issued i in exchange for Bellami shares recorded at par, | 
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. for 1973. UK properties, itis provisionally estimated, vray 


‘throw up a surplus of some £7 million. . 

Closure of works at Canning Town and. Willesden i in London. 
and at Brussels, combined with the closing down of the manu- 
facture of. business forms presses, mechánical calculating 
machines: and - industrial. conveyors, gave rise to RE | 
accoünting for the ‘below the line’ deficit. — 7 ° 

“We'are satisfied’, the chairman comments, “that all the items 


| which are included i in thisacccuht are of an exceptional nature 
-and that treating: them in any, other Way would give a false . 
x idea of the profit made by normal trading?. In further clearing up. 


“Wilmot Breeden’ S qu Saga. INN. 


"operations, more-adjustments have to. be made this year. : 
Finally, the breakdown of turnover, and profits by divisions | 

shows: clearly where last'year's trouble lay and. where, this 

year 's recovery stands to be achieved. | ZA oe ; : 
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CBR Jersey's S pro forma Account p. d Ue we 


A CCOUNTS of CBR Jersey for the year to last October 29th: 
include a pro forma balance sheet of. the: ‘group as enlarged. 
by the mergér with Bellami. Knitwear. The pro forma account is 
on the basis of: CBR as at October 29th and Bellami as .at' 
^ March 31st; using the ‘merger basis” considered appropriate to 
the circumstarices, i.e.; all tke book values: of assets, liabilities 
-and reserves respectively- aggregated and the CBR: shares to be . 


Me 


-Need for common accounting is indicated ih the note to the - 
- pro forma account'which states that while CBR has followed the - 
_ policy of deducting investment grants. received, from the cost of: 
"fixed. assets, Bellami has: placed grants. received .to .reservé 
account and writteri back the reserve to profits over a number of 
' years. For the purpose of the dro forma balance sheet,the Bellami 
- investment grant.reserve has been: deducted from fixed assets. 

Bellami has:created a tax equalization account to spread the 
. effect of capital allowances, on plant and, machinery. It. was not 
considered necessary | to create a similar account iri ‘CBR ‘in view 
of the tax position’ — CBR’s pre-tax profits for 197172; were 
` £135,363 but taxation figures at 48,197 representing excess 
“advance corporation tax. The tax note. explains that the charge : 
.for corporation tax.at 40-per cent based upon. group” trading 
-. profit and including any’ amount required.to spread the effect 
_ of capital allowances on, plant and máchinery, and other equip- 
' ment has been reduced as a’ result of the | group’ ’S accumulated 
. tax. losses. Cr die GU ~ 
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fon Valuation Problems. het d is 
R: T. H. JACOBS, chairman of E T: fase & Co, 
shipowners and shipbrókers, i is always good reading. "This. 
. year in his annual review he surveys a:changing shipping. scene, 
and surveys it in terms of changing values. During 1972 inter- 


, „quick change acts, beginning. the year depiéssed and ending it 
high; international currency markets were no less volatile and 
interest rates*roared ahead. | 
‘In this. country”, Mr Jacobs comments, “even ornica 
and industrial property values Chánged so much during the year 
«that theré is now-a body of informéd opinion in this field, which 
suggests that, for the present, it is almost impossible. to make i 
reliable: professional valuations’, Mr. Jacobs describes this as 
“a situation that : through; some 35-or more years in the City. of 


” ài >. 


' London, I have never before experienced, nor indeed Ner 


have expected to encounter’... `) 1 
John 1. Jacobs were; in, “fact, unsuccessful, in their i aim, of - 
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isi their onn freehold office building in the “City. Pricás 


tax. E. A 


a d. , 4 


seemed- to the Jacobs’ directors -‘quite .beyond ‘reason’. That, 


. coupled «with agreement. reached on a satisfactory new level at -° 


the seven-year rent review-in.the 21-year lease of the present `` 


currént conditions, adds: Maybe the extremely high values of. ' 
last year did us à good turh and: ‘prevented. us from barung our 


é ats gi AY r E v ae 


mE ACE ur ] m l Wa 


+ 
4 


N thé Wilmot Breeden (Holdings) report there. is. another - 
chapter i in the sérial story of the company's tax situation turn- . 


. ing'on losses suffered when the company first engaged on exten- ` 
. sive developments in France. In 1970 the Special Commissioners 


made two decisions in the company’s favour, one of which 
resulted in cash of £789,000 being received. But: the decision. `’ 


1 ` 


was reversed in 1972 by the Chancery Court.. ."^ AN 


An appeal against that decision is being cotitemplatéd. 
Meanwhile the amount is classified in the accounts under ; 
‘Déferred. Taxation’, The effect: on: the accounts ‘of the other 
decision is that £160,000 has been transferred as an pue ae 
item in the group profi and loss account from liabilities to. 


d reserves. 


. A: further echo of former French problems i is the dinum oer 
report that a claim against a subsidiary of the company, w 


which 2 


‘was the subject of à contingent liability of £400,000 in thé . 
-` accounts fof. 1970 and 1971, has been successfully contested. 


The claim wás recently heard in Paris by arbitrators appointed | 
by: The International, Chamber of Commerce«and dismissed. . 


- The chairman comments that ‘the immense amount of. work 


Offices,” ’ persuaded the directors to drop the property purchase - +. 
. projectat any rate for the time being. Mr Jacobs, looking at’ 


i 
Vos 


which has been, involved in this case has: resulted in a major e 


diversion of executive. time? `- 5 

’ The other side of the French coin is that Dos odd there are . 
now. goirig 'extremely well. Wilmot Breeden make motor com- :, p 
ponents^and in -ï1972` the production of cars and commercial ' 
vehicles in France totalled 3,330,000; which. was I p 
ipd than UK pu FS WU | E. ey 
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` D - : an Lupum 
Case and Doubt SERVE LI PT vd E 


HE original corporation tax. was. led as being: particu- l 
larly unjust to companies earning a substantial proportion `` 
of profits overseas. The: imputation tax System is equally assailed 


` since, far fróm eásing those injustices, it makes them worse. : «| -* 


Sir ‘Paul ‘Chambers, chairman of the Royal Insurance. Co". 
and 4 man not unácquainted with the introduction of changes i in. T 


- tax systems, states’ that while the company welcomes the new .. 


system because it removes discrimination against distributed ` 
profits, ‘it is. unfortunate- that a company such- as ours, with ~." 


„substantial overseas interests, is unlikely to derive as much ` 
benefit from the new system as would a company: trading solely 


in the ‘UK because. double taxation relief in respect of our. 
overseas income cannot be: claimed against advance usd 


3 


"['hat Tucidly puts the point. But there must be room to doubt 


_ "whether there. is much future for the, expressed hope that ‘the. 


mány;representations to the, Government, to which we have- - 
contributed our full part, for some amelioration of this potential” +, 
réstriction of double taxation relief will be successful”. There ` i 
miust'be some doubt, even acknowledging the further point. 


that relief is justified’ ‘as a matter of equity and in recognition: ;; 


of the contribution that we and other companies ‘with important , 
overseas’ interests make to the A s foreign exchange”. 
En do zo. ER : a 
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E investment denia view of the immediate stock- ^. Of pM ilion property. ‘investment iad last year (offset " 

market" outlook typical of current opinion i$ contained. in , by £8 milion of property sold), as. much ‘as £26 million 
"the latest comment from Fearl Montagu Trust: Managers. representec money for new developments on which commit- 


2 


^ 
— 


- ‘Currently’, the commentary ‘reports, ‘investors are not active ments had been accepted’ earlier. There are some Very sub- . 


in the market and for the short term we do not anticipate:any . stantial commitments outstanding to finance future new property 


“major movements in share prices. ‘This inactivity stems partly ‘developments and that is where’ Prudential’s property invest- ' 


: from continuing uncertainty as to the precise effects-of Phase II ment is going to be concentrated for the time being. The hope,- 
. ánd partly from the lack of information concerning Phase III: . however, is that when. the market settles‘ down" “investment .. 


rye These doubts, plus the concern for.the growing, pressure of | properties will. again be available for purchase on attractive i 


. demand in the economy, and its implications for the money terms’. 
"supply and hence the rate of inflation, “make it extremely 'The Pradential misst into agricultural property for. the first 
difficult to assess accurately the likely market-movements in thé : time to the extent of £2-Y million with a further commitment of 
= medium term’. The Managers’ medium-term expectation is — £272 millon outstanding ‘at the year end. In equities, consolida: . 
HE. continting market "fluctuations throughout! the. summer ` tion was she policy. Of the £119 million invested, f/5o million; 


E while investors await the resolution of uncertainties", ;'. ~- was accounted for by taking stakes i in United Dominions Trust, ` 
Ey Meanwhile, the stock- market seems decidedly churlish in its eya Tillman ang dí Day: ae TE ~ 
^ response to impressive profit: figures. One company. chairman, ` S pos o 
. who considered. his company's shares too low at 180p some >`- 6t wot og m dioses $2 


"cwhile:back^was more than a little-shaken to learn that the shares 
“had sunk 3p to.r30p on his annouijcement of a 15 per cent rise 
um postear sales me a.40 per cent rise in profits. > . t 


LATER WALKER olas Hill mal or the other way. 
rourd according to whether assets. or influence come first, ` 
is por kind of merger that the City acknowledges as brilliant i in 
Q7 " GAME E EI ` '. its own parish arid probably. unnecessary- outside it. It is fair 
fn | | S b to assure that it is a merger of assets and influence and-not ` 
THE Prudential. AnS ‘Company? S report is . always a merger for fear of a less comfortable arrangement being forced ` 

- interesting as an indicazion of ifistitutional investment trends. upon.ether of the parties from. outside. 
: Prudential s chzirman, Mr Kenneth Usherwood, reports that in „Ever since the Bank of. England lifted the barrier to ercan 
" 1972 net new. investment totalled £147 million — the residual of” ‘banking bids from clearing banks or from any other banks there 
£267 million purchases and: £120 million of sales“ or d m : has been considerable “looking over shoulders’. Recently. there 
` tions — on. behalf of UK insurance funds. - were dark reports that the multitude of American banks in the , 
: Over four-fiths of the investment.({119 million) was im City. were on such hard times that they might be thinking ‘of - 
ror ¿Ordinary shares.‘ There wás.a net reduction of £9 million in, bidding for British merchant banking companies. Since they 


>» 


x 


" fixed interest stocks‘ including mortgages on property, a {12 would have to bid hard cash, the dark reports were ‘not con- -. 


^ million increase in British: Government stocks. and a [ £25 . Siderec to shed a lot ol light on the potential merchant bariking ^ 


- million 1 rise-in property: investments. Jue xs ^. + bid situation. 
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“Feb.22 .. — ... £8o6009 Mar. 30 ^. Ñ EE er 5c 4 ^ "Tax Reserve Certificates (3. 1,72) Personal 3196 T 
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t , Euro-dolla- deposits ..° © a; 0. 1 817 88$ ., E «Savings, 396 65—75. ET 9rd War Loan 33% >.. 2 34.4%: 


` 
1 





- 


É 


€ 
t 


wot 





Principles of Model Building - 
by Pares River, wol - e E LN 
- John Wiley.& Sons, £3. = de ^ eee Le ^ 
Much of, modern. management problem- solving i is“ -based upon 
'the use of- models.. , Through a process. of formulating the - 


problem:and coristructing a modél that expresses the relation- | 


- ship between the factors that enter, into it, it has been possible | 
to devise and’ test solutions that may be put-into practice in 
real. life. The model itself consists of two elemeiits — theoretical. 


. formulation of..a-mathematical framework, and observation. 


‘of facts of real-life situations. Only where’ the two elements of 
‘theory and -practice are’ in harmonious balance is ‘the Use 
-- of models likely to be most ‘effective. ^... 

-This book covers, the principles ,on which ak should be 
: built; not-from the purely: theoretical. point of view but that 
of .the application of mathematical and statistical techniques ` 
“to. real problems, ” It is, unfortunate that, early; in the book, | 
" there appear to be'errors.in the data included.i in, some of the. 
“tables (Tables: 4 dnd, 5), as this, may: distract the reader from 
` -subsequent -material. The book examines in turn the influence * 
. of the decision-taker' in achieving Corporaté jgoals; cause and ^- 
- effect, structures; classification of “different types of model; 
accounting principles and conventions; investment and prob- 
ability; decision trees; and a range of. specific problems. .: 

Itis written in à style which ‘can. be reasonably well ande? 
stood, by thé" non-mathematician, ‘and the. accountant will be: 
interested i in seeing the operations research view of accounting | 
- principles. Altogether it should prove to^be.a most useful: book ~ 
: for. accountants. and managers’ by: removing; mich of the’. 

mystique which surrounds the use of models: "eu. E 


m 
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The Game of Budget Control. 
-. by G. H.“HorsTEDÉ.: l a A c 

' Tavistock Publications, £ 1:25. cde TE enu 
"This i is a soft-Cover edition of a iok: first published 3 in ees. 
For the accountant, its primary importance is in shedding new. ` 
light: on ‘the budgetary control process as a part of. the total | 


;management system. rather than sa za . rather: uc infor- 
ination System. - : 


` 


- Based upon a research stüdy iade in ge and 196 s it; Covers , 


' the budget Systems in six manufacturing plants in the Nethé£- 
: lands." As -well as analysing company records, the. author - 
“conducted in-depth i interviews with different levels of managers; - 
controllers, accountants and work. study Engineers. > . 
The first two parts of the book describe the control process). 
"relating: it to. budgeting, accounting theory, motivation, and * 
" Systems theory, and set out. the "framework .of ‘the research 
projects. The third and main part describes the research find: , 
: ings: This deals not with the. ‘particular. way that data is, pro- . 
cessed in the .budget control.system; but thé way that the ' 
system “interacts with people in the process of achieving the 
. corporate 'goals. The in-depth analysis of managers’ reactions. 
- to the system and the role that setting. performánce standards 


:- plays i in motivation, provide insights mu nó óne e whe 3 is con- 
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* by HOWARD THOMAS. ` 


Radcliffe report was published; the rest. are. later divided. info 


‘Pitman, £350; ‘paperback Li -90. NE E d 





Coated idi design or operating. ai budgetiy corio system Rs 
can. afford to ignore. . 7, - 2 
While the study took place in Hollánd,: any reader vill readily X 
recognize the attitudes and reactions: which he ‘meets ‘in’ similar. 
situations in this. country. It represents an important contribu- -; 
. tion to the knowledge of, control systems. i in: ‘well-written. and . 
"documented form. ~ > E m : m e 
Decision Theory. and the Manager Ot, 1 ee 


LEE ME - ~ 


. Pitman, £280. ^  .*^ m^ e Oe p ITE l 
This. slim volume in The Times Management. Eibrary: TT béen -- 
"written: by a member of the staff of the London Graduate School - ' 
: “of Business. Studies. It is: designed to present what the author’. 
. Calls a framework for, the logical analysis of decision’ problems - 
^ and then to-demonstrate how this framework can be applied to.: 
a range of actual business problems. fée 3 a : 
-'The first part of the book is thus concerned. with an lesion =; 
E. probability theory and the decision tree; a second part -' 
‘illustrates these techniques by a number of case studies, four’ +, ^ 


- to bé'precise, three of which are ‘concerned with investment * 


decisions and ‘the other.’ pricing problem inva. competitive. . 


2 


"market. The final and shortest part, if only because it is da 


the most difficult in the sense that thé lay. readet ‘will have, to | : | 

accept ihe author's statements, deals with some of the difficulties: - 

| pósed in applying the: technique, of decision theory analysis.. TN 
here is an annotated réading list and some references in the | z 

text. Thisis nota beginner’ s book but could profitably ‘be studied: - 

"by anyone who has‘réad some: statistics and is familiar with the ' 


+ 


concept: of a probability: distribution and game theory.” AD 
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The Banks and the Monetary System. oo 
in the United Kingdom 1959-1 971 | Mine.” 


. edited by J. E. WADSWORTH. ' MT xw. wel cu m E 
- Methuen, £5: 90; paperback, fo MULT A 
Whatever the view of different. experts. may: have bin on 1 ‘the - i 


- report of the Radcliffe Committee ori the working of the i mone-, 


tary- system; there 'istno question as to the stimulus it has *. 
: provided: both in the field of monetary statistics. ‘and writing on 
financial’ policy. This new volume comprises a: collection of. 
reprinted articles from the Midland. de Revieu during the * | 
period 1959-71. WC SE 

_ That particular Review has long specialized i in this subject, and ° 
‘its annual $ surveys of the monetary.scene have-been invaluable to’ 
| students. Orily two of the reprinted articles, appeared before the `` 


NA 


‘os 


four sections. 2 
"The first of these deals with debt managemeñt and the one d 
"with thé money ‘market and its development, while.the' third ` 
and largest section contains, all the- annual monetary surveys ' 
since 1959, the articles being ‘arranged to deal with the phases , 
of the British. economy. A final part deals with a number of . 
statistical appendices, with 1958-as a base year, ‘illustrating the = 
development of the banking structure: . ^ - E E 
This is very much.a reference book for students of the post: : 
war monetary. scene but, fór anyone interested in how. ouf M 
-.banking system ‘operates, there i is a wealth ‘of information to. be: - 
culled ‘by. browsing through mee Dages.« . 0 297 ‘at 


er 


«English Law er wae » 
by KENNETH SMITH ánd D. de KEENAN, fourth; edition by `: 
+ Dents J. KEENAN. 


P PP 
P. a ¿ uu v I 
ù 


3 E TL P ME | 
. Fhisas, strictly ‘speaking, . two books. The first | sut comprising 
two-thirds of thé 600-odd pages, is: «devoted to a, wide range a 
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ous embraced indir the. general biis. of English 1 lie A ' ýndings of a p effort covering 23 companies, all T which 


MN. In short, it ranges from the history of the law, the Courts and: - . were visited by the researcher — Dr Victor: Z Brink, professor 


ce. their modus operandi, ‘ther.’ on to contract, tort; property - law; of business at the Graduate School of’ Business, Columbia 
De 2 “and a final ‘section on trusts ánd the law of succession.: T'he- University. ‘Tt contains representative illustrations, made’ avail- 
^7 second part of the book is an extended appendix of over, 200. > .able-tó the researcher, of opérational deficiencies in, both the 
pages containing summaries of some 650 cases : classified. An. ; financial ‘and the broader operational arcas. c id 


- 2 ' accordance with tke relevant chapters. | EMT ^X ,* 5 ‘Part III éxamines the total. problem in “perspective, ‘Salutes 





+ 1, ~ Thig new edition describes the effects of. the’ Courts Act ign "the questions involved and sets down some conclusions: which 


ate 


DU oH the legal structure, while among other new topics inclúded ? might serve as- useful guidelines, The internal auditor is per- 
^s wre-the Administration of Justice Act 1970; the Family: Law haps.the one most likely;to have an in- -depth' knowledge ‘of the 
Reform -Act 1971 ;the Banking and Financial Dealings Act 1971, organizational structure” and ¡its functioning in his. company. 
“as, well as the. Land Registration and Land’ Charges: Act 1971... A ,positive programme : to. ¡utilize this. ‘knowledge. could ‘be 
sc. 7 The book-is certainly good value for money and it is likely developed through: a basic understanding ‘of organizational. 
f E to Be very. "useful indeed: sto stidents not + specializing 4 in Jaw. . concepts as related to ‘operational: situations; the establishment 


ee a ee ee cte 7 a TAO NB a s > QOf-comnion interests and co-operative. relationships, with staff 
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J." who’ have been assigned | responsibility: “for organizational 
‘The: Auditor s Reporting Obligation ` «1: planning and:control, and the injection of organizational control 


Un by D: R. CARMICHAEL, CPA, PHD. we e E euer ^. considerations into: «current audit programmes, ©% ra o: 
Sd Arr | i Go. Part IV. outlines some audit guides] for: ‘déaling with’ organiza- 
z erican Institute 2 Certified Publié Accountants, Sa. ' 'stioñal control : in actual ‘reviews, “It is: emphasized, “however, 


E This book: ‘constitutes the. first auditing research Dae) that these guides. must be-tailored to the individual “company 


2% + authorized as à. project; by the Committee ón: : Auditing Pro=.. situation and: expanded. to fit 'the`more detailed: and. specific 


t 


- 


m ;:cédure, the. senior ‘committee ‘of the Aniérican Institute: of 7. nec and pene of the situation ander audit review. 
« - “Certified Public Accountants: The monograph i is based: on the". | 

E fourth standard (reporting) issued in 1954. by: the American .. is 
. Institute entitled : “Generally accepted auditing, standards. - "The Hambro. Tax: Guide; 1 1972- 73 NE v 
, their significance and § scope”, arid is directed to resolving: three! „by A.S. SILKE, M.COM... PH Dy F.C. A, G.A. £ A. ) amd" 
major problems which arise.in the implementation of. the fourth `’ W.'I. SINCL. AIR, F.C.A. ES ur 


r +e P "4 Ed 4, š x 
T e a l 2 C" 
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.' . standard. These are (1) the resolving of the distinction between. - Robert Yeatma fa." de E iuc e Ao A 
: Sui pres opinions on the one hand.and disclaimers of opinion’. obert Yeatman, £2. E t Tu TI^ 


- 


oe - and adverse opinion on.the other hand; (11). the, nécessity for an: "This i$a thoroughly piofessional had Baek Volume which “deals 


‘adverse opinior. rather than a disclaimer of opinion where. there:.. ‘with direct taxes in Britain (income tax, capital gains tax, surtaX, 
_are major untertainties; and (iii) the neéd in certain; circúm-. * and.estate duty)-in a way that the ordinary.man can understand: 

3 “stances for a more explicit form of qualification-in place of the., The authors have.omitted ah index, but instead have provided a 

. subject to’ form. - i "a5. very detailed table of contents and made liberal use of paragraph 


- The’ monograph is written: foi the - professional a headings in the text, andthe book is easy to. read and to refer to. 
PES demands à high technical knowledge and general familiarity :: -A most useful feature of the book is the bringing, together i ina 


T ut with the language. of the profession. Extensive: use is made of: single chapter of a number of tax, savings hints, relating to: 


^ factual.cases tc illustrate abstract concepts. The’ opening Chapter. direct taxes-in general, ‘This chapter.and that-on the taxation 

. -: makes. it clear that the reading ‘of a: case should be considered ` of trusts. and estates give thé layman an: excellent” 'opportunity 
^ essential: only if the reader, feels it is required. to gain a filler. ...to décide for. himself whether he could claim the benefit of some 

i I understanding of the general discussion óf a reporting concept..~ tax ‘relief or; 'option,. and whether hé could changé his tax; ih- 

g -u The. monograph conclüdes .with six recommendations, ' the ciderice by settling. Some of his capital i in a trust. ' R 

., more important being’ (i) abaridonment of:the present'distinc-. . “The text is: based-on “tax: laws in force at September.. Ist; 

;' tion between. ‘subject to’ and ‘except for’, all qualifications being -. 1972, and'is.to be revised ‘arinually: ‘As a one-volume haridbook. 

: ES Intróduiced by phrases using ‘exception’ languages; (ii) inclusión. ` to direct taxation, te Guide i 1s good. yalüe for money. Lh ae 
rab ‘of es wording explaining the reason for the qualifica-. “>. a a Ius EE : E Ero A 

tion; (iii) the need for a spécially-worded’ report if the continued | luu dr E 

E "existence of. an entity-is in'doubt because of iincertáinties; and | . . : “RECENT. PUBLICATIONS ` * toe 
“(iv) use of a. qualified opinion rather-than a disclaimer of opinion, 3 MANAGING. AND. ACCOUNTING FOR INFORMATION Systems, By- 


^A there% are, eon cau en by isolable uncertainties." ,J. E: Cooke and D. H. Drury. "The Society, -of Industrial 
; y Accountants of ‘Canada: l 


n DLE M > "e oh ae, Meee BANKING, by J: B.. ‘Parker, revised édition, by. B. D. W. Cox; 


ho Intomal ‘Auditor’ S Review of, a EN UU nu e Teach enel FG Pss we n 
a ae EA NDUSTRIAL CCOUNTANCY, y evine, - MISC: GG; 
_ Organizational Control Cia to 7 00 cU. 5 "MLLPROD.É;, M.I.M.C., A.COMM.A. 162 pp. 9 X 6. Gee, £3525. 
.- Research Committee: ‘Report 18: 1 0:00 eca ‘+ One Man’s View, by Walter Salomon, 129. pb. 9X si. Churchilr 
. The Institu: I l .. Press, £2:': . f 
ve n n m — "T Ws members, $5. a. ¿THE COMPLETE Gow: TO aver by: ‘Gordón. Cummings, y 


Pr n sixth edition. 254 pp-7 X 44. Penguin, 40p.. mc 
z: "This ‘research’ report is part. of the continuing’ ‘effort of the luu OPERATIONS AUDITING, by Roy A.:Lindberg ad Theodore Cohn. 
T tute of Inteznal Auditors to help internal, auditors i increase, their S dx pp.: 93 x6. ‘American Management Association, $16. 


-i range of professional compétence in order’ to serve manageme U.K, Allen &. Unwin, £770: "L > 

ES * more effectively. xe "d ^ MoNEY AND- BANKING, edited by A. A: Walters. 332 pp: 8: x 5: 
ers InP f . Penguin; £1. > 
s n Part 1 of the report; the basic concepts of. organization. and  Zisno: Base Bubcrtinó, by Pete? A: Phir. E pp. p 


2 ue naturé and: scope of organizational.control are" discussed, “John Wiley, £6-50 P 
a $ together with a brief coverage of the key. problems (grouping of “THE EFFECTIVENESS OF FRINGE Bie Es INDUSTRY, by. Jane 
"Y activities,. extent of decentralization, fixing ‘of responsibility," . Moonman; xii-- 222 pp.-10 X 73.-Gower Press, £7. 

. staffing; span. ‘of control, -co- -ordination, delegation, effectiveness » "THE FUNCTIONS ‘OF STERLING; DERE V. Meyers, 172, PP. 9% sy 
“Ok. Peon and: quality of leadership: Part. IU contains: the ae Crooni Helm; a 95: TE zx 
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An n exciting investment opportunity - 


"m * from Schroder Assurances |^ - 
You can recommend Schroder Flexible Bonds ^ Asa words ievchant bank, Schroders have: 
_ to your clients with. every confidence. Schroder all the expertise and resources required to manage 
` Wagg, merchant bankers, haveawellproven '. ° -a Flexible Fund. Their intimate knowledge of home 


` record of investment success, and are entrusted and overseas markets is backed. by strong interna- : 
with funds worth hundreds: of millions of pounds. — tional connexions and depth of investmentresearch. 
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©. A balanced portfolio-of equities, 
"fixed interest and property. 


pM Active management by Schroders? 
experts. 


E Up to 10% a year free of income , 
tax can be drawn. 


ZEN e! Bonds can be cashed at. any time 
zu E » ‘without. penalty. 


E BEL "Special tax x advantages. 





For full details of Schroder Flexible Bonds, Y l pl x. E 
and agency terms please get in touch with 4 
John Stonham at Schroder Assurance Limited; 

. Heron House, 319/325 High Folko, London WCIV 7PB. 
ano: 242.8252. ; 
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o E COST ACCOUNTANTS ^ ed | 
ae. ASSOCIATION’ , A NE n " 
T EUN ES "FOUNDED 1937 ` "E um e Me | 


COMPANY AGENTS : 


Draft Memorandum and 1 Articles 
, supplied by return-of post ^ 


; Company Séals and. Books | 
Notepaper,. Bills, etc., printed ! 
Rubber.Stamps AM SUE E Wa 
| v . All office requisites. 2d foy 
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ut E" A permanent record of all: tax e ‘ments, the reproduction in full of 2 wee 


e ee '- -> decisions of the’ Courts of England, 
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. Scotland and Northern Ireland in- s 
_ cluding income tax, surtax, córpora- - ` 
tion tax, capital gàins tax, estate duty; = 


' -stamp duty and value added tax. 
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The reports, published frequently, V 


contain. 
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lucid’ summaries. of the. - 
' cases, a de reports of the judg-- 


' tory netes on the. judgments by : 
the Editor. ^ BM i 


-A Sn latvo volume 
. appears with every. part, the final 
- ,part'of each volume being accom-. 
panied by: —— case and. 
| subject. indexes. : | | 


all stated cases and short:explaná-  : 
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The Annotated Tax Cases, fitst published - n 1922, are authorized | 
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CASE STUDIES IN AUDITING, by J. Santocki, B.COM., F.C.A. xvi+ 
252 pp. 7} X s. MacDonald & Evans, 85p. 

SUPPLEMENT TO TAXATION MANUAL, twelfth edition, by Percy F. 
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Letters 


VAT and Pension Funds 


Sir, — In his article “Some Special Points on VAT” (March 
22nd issue), Mr J. V. C. Butcher, A.C.A., suggested that com- 
panies which effectively bear the marginal cost of their pension 
funds can recover any VAT paid on fund expenses, such as 
audit fees, by having those expenses invoiced direct to them and 
claiming the tax as their own input tax. 

Section 3 (1) of the Finance Act 1972, provides that a taxable 
person may deduct tax on goods or services which are supplied 
to him for the purpose of his business. It follows that he may 
not deduct any tax that he incurs on goods or services which are 
either supplied to him for the purpose of another person's 
business or supplied to another person. A pension fund which is 
a separate entity from the company with which it is associated 
is treated for VAT purposes as another person. Consequently 
a company may not, in these circumstances, claim tax paid on 
expenses incurred by its pension fund as deductible input tax. 


Yours faithfully, 
C. MOYLE, 
Chief Information Officer, 


London EC3 HM CusroMs AND EXCISE 


[Mr J. V. C. Butcher writes: 

“Far be it from me to suggest ways of legally avoiding VAT. If 
a pension fund deed provides that the company should bear the 
cost of administering the fund, any such costs would be incurred 
by the company for the purpose of its business — in the same way 
as its contributions to the fund. VA'T would then be deductible 
under section 3 (1). 

"Under section 5 (2), supply of services does not include 
anything done otherwise than for a consideration, so there is no 
taxable supply by the company to its pension fund in respect of 
services provided by the company. I am sure that with suitably 
worded deeds and careful organization of invoices, it will not be 
very difficult for arrangements to be made to ensure that pension 
funds do not suffer VAT unnecessarily.'] 


Women Don't... 


Sir, — As a student of revenue law for the Bar examinations, 
I have encountered the following anomaly, which may excite 
the imagination of your readers. 

Normally, it is not difficult to read the draftsman's mind when 
reading the sections of the statute he had drafted. Section 12 


of the Taxes Act 1970 is one of the exceptions which must stir 
the imagination of even the dullest accountant — this being the 
section which, when read together with section 15 of the 
Finance Act 1971, allows tax relief of £1oo to a widow or 
widower who employs a housekeeper. 

That looks straightforward enough — but a closer look reveals 
that the employee must be a woman. Why, for example, can a 
widower not employ a valet or have some other man to live 
with him? Is the draftsman afraid of seeming to license a poten- 
tially embarrassing situation? He seems quite happy to let the 
widow live with another woman; perhaps, like Queen Victoria, 
he too believes that women don't. 

It is equally difficult to see the logic behind restricting this 
relief to those who have been married. Isn't an elderly spinster 
equally deserving? Apparently not; not, that is, unless she has 
her (by now surely octogenarian) mother living with her for the 
purpose of looking after the spinster's brother or sister, and 
then only if that brother or sister is of age to qualify for child 
relief (section 13, Income and Corporation Taxes Act 1970). 

However, the draftsman is prepared to admit that elderly 
spinsters do exist. This admission is weakly made in section 17 
of the Act where the pitiful relief of £55 is offered where the 
spinster (or other person) has a daughter to live with her. But 
he begrudges giving even this, by adding the proviso that the 
daughter's attendance must be compelled through old age or 
infirmity; surely this shows an excess of caution, if not of 
imagination? 

Yours faithfully, 


London SW?7. STEPHEN SMYTH. 


Repayment Claim Delays 


Sir, — As a result of a call on one of my clients who was in 
arrears with PAYE owing to the Revenue, it transpired that the 
Government is concerned that a considerable number of em- 
ployers are using PAYE deductions as an interest-free loan. 
Accordingly they are tightening up their collection procedure 
and incorporating distraint proceedings, if necessary, to get the 
money in more quickly. 


Has anyone any idea how much of the taxpayers' money the 
Government is using as interest-free loans arising solely from 
slowness in dealing with repayment claims? Further, has anyone 
any suggestions for reciprocal methods of hastening the money 
out of them? 

Such methods at present being employed are unlikely to 
enhance the relationship between taxpayer and Revenue, and 


neither do they encourage co-operation on à sensible basis 
between the Revenue and the profession. 


Yours faithfully, 
PETER R. MILLIKEN-SMITH, F.C.A. 


Shaftesbury, Dorset. 
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OMR and OCR for 


Data Entry 


Fok something like the past ten years 
experts have been predicting that 
OMR (optical mark recognition) and 
OCR (optical character reading) would 
take over a large part of data entry re- 
quirements, ousting the traditional manual 
entry methods via a keyboard. 

The theoretical argument for reading 
data automatically into a machine is so 
strong that it is at first sight surprising 
that this ‘revolution’ in data entry methods 
has not taken place sooner. If one looks 
at the situation objectively there are 
three possible situations surrounding 
data collection: 


(1) The original document is made out 
on a machine (e.g. typewriter, 
accounting machine etc.) which 
can be fitted with a means of 
capturing the information in data 
form at the same time as the 
original document is completed. 


(2) The original document has to be 
made out by hand, so that it is 
necessary to convert the infor- 
mation on it to data form subse- 
quently but is such that the form 
can be completed in a way that the 
information can be read auto- 
matically. 


(3) There are some situations where the 
original information has to be 
recorded by hand but for one 
reason or another it is not possible 
to record it in a form that a machine 
can read. It then has to be manually 
converted via a keypunch or similar 
equipment such as key-to-tape. 


For largely historical reasons most data 
users choose the third method, but it 
has to be admitted that it is the least 
efficient. Why spend time and effort in 
re-entering information when the data 
can be the automatic by-product of the 
original entry? 

Even where this is not possible, why 
spend time and effort re-entering in- 
formation when the original entry can be 
automatically converted to machine read- 
able form? 

In practice the position is not always 
that simple. But do we always do enough 
to ensure that data is collected in the 
most efficient way? Are we in fact pre- 
pared to examine our office systems with 
an open mind? Or do we still tend to 
look on data preparation as something 





— IETS, 


Burroughs” new TD800 input and display 


system. The system is available with a 
display capacity of either 960 or 1920 
characters. 


which is exclusively the responsibility of 
the ‘computer centre’ or ‘data prepara- 
tion department’? In any data processing, 
up to 40 per cent of the running cost is 
absorbed by data preparation so any 
method which cuts this cost is well 
worth investigation. 


Computers in the City 


GORDON COOPER GROUP — a division of 
Hugh Paul Holdings Ltd, Lloyd's brokers 
- have installed a visible record computer 
to control the group's direct motor 


STEA, HIT OR ANA IAE E STEP 
aah. STAT TPS 2 m 4 it qus ern a ir, a” mm A TES. + h y 3 Qu e Y 
7 "4 A y Win ^ AS : $^ s UA y e s Ñ IN RESF : 





“May 3rd, 1973 


account with Lloyd's and provide under- 
writers with a regular statistical review 
of the group's account. Management and 
statistical information will also be pro- 
vided and fundamental accounting 
routines, including payroll, will be 
carried out on the machine. 'The group 
act for nearly 2,500 brokers throughout 
Great Britain. The machine installed is 
a P354 from Philips Electrologica, costing 


£ 15,000. 


STOCKBROKERS Mitton, Butler Priest & 
Co are switching all accounting and 
research to a computer-based system 
using an IBM System 3 Model ro. 
Value added tax is the main reason for 
the early switch to this system. The 
firm currently handle between 150 and 
450 bargains a day, and during phase 
one the System 3 will handle routine 
Stock Exchange accounting. Plans for 
phase two include a wide range of research 
and analytical work for the firm's sixteen- 
strong research department. 


NORTHERN, MIDLAND AND WESTERN 
STOCK EXCHANGES have inaugurated their 
computer centre in Manchester. The com- 
puter, an ICL 1904A, valued at £450,000, 
is being used to provide a variety of 
services in the region, including cen- 
tralized bargain reporting and matching, 
client accounting for brokers and stock 
accounting for jobbers — more than 10,000 
transactions are processed daily. Some 
99 per cent of brokers and jobbers use 
the bargain reporting and matching 
service and 60 per cent of brokers, 
constituting 80 per cent of the business 
transacted, use the full computer ac- 
counting service which includes the 
automatic production of contract notes 
for clients. 





The computer room where 10,000 stock exchange transactions a day are processed for 
Northern, Midlands and Western Stock Exchanges. 
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Bureaux News 


MONITORING the growth and yield of 
orchids, tomatoes and horticultural pro- 
duce will be among the projects for a new 
Burroughs B2700 ordered by Datalink 
(CI) Ltd, to be installed in Guernsey. 

The computer will also handle more 
orthodox business investment and hire- 
purchase programs for finance houses 
based on the Channel Islands and for 
mainland firms. 


GORDON AND GOTCH COMPUTER CENTRE 
have ordered a dual Burroughs B2700 
computer system worth £750,000. Gordon 
and Gotch, active as a bureau since 1964, 
achieved a growth rate of 50 per cent 
last year and expect this to continue. 
Management believes a large part of 
this growth will be from on-line real- 
time applications. The new equipment 
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almost doubles the capacity of the system 
which it is replacing. Further, it is 
claimed that it provides the strongest 
possible barrier against loss of time or 
information due to hardware failure. 


UNIVERSITY COMPUTING COMPANY have 
produced an incremental plotter which 
works over a normal switch telephone 
circuit. An incremental plotter is a 
device which enables technical drawings 
to be made with the aid of a computer. 
In the normal drawing office there are 
savings in not having to have a rented 
telephone line. The equipment could 
also be used on site — saving communica- 
tion delays. As an example in cost savings, 
a computer-aided cross section of a 
motorway costs about 7op and takes 
three to four minutes compared to a 
cost of about {1-50 in an average drawing 


All About ACASS 


No one can deny that the actions of ACASS over the last year or two 
have, on the whole, done much to improve the lot of the articled clerk. 
At the same time it cannot be denied that many students lack a healthy 
interest in its work. Certain delegates at the March Council stated that 
they 'dumped' ACASS literature 'in the bin' and others complained that 
they ‘knew little about ACASS’. Time, therefore, to spell out some facts. 


HERE are 18,000 student chartered 

accountants in England and Wales. 
They all belong to one of the 30 local 
students’ societies, and each of those 
societies - bar Bournemouth and District 
— belongs to ACASS. 

ACASS is the federal body which 
represents students at a national level: 
in negotiations with The Institute of 
Chartered Accountants in England and 
Wales, in contacts with the Government 
and other institutions, and in discussions 
with professional firms and those in the 
field of education. 

In many areas of concern to students, 
ACASS has achieved success. It has 
presented to the Institute, and promoted 
externally, plenty of ways to improve the 
conditions of employment and education 
for students. 

The preliminary period at the beginning 
of articles in which students can change 


principals at a month's notice has been 
extended, as a result of representations 
from ACASS, from six months to one 
year. Firms, instead of principals, are to 
be checked and registered as able to train 
students — this is a welcome shift to 
judging accountants by their training and 
experience as against their employer's 
personal character. 

In connection with this checking and 
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Leading ACASS this year are Terence Webb, 
President, /eft, and David Steeds, Secretary. 








office and a production of ten cross 
sections in two days. The incremental 
plotter has many other applications in 
the technical drawing field. 


CMG COMPUTER MANAGEMENT GROUP 


(SOUTHERN) LTD have set up a complete 
stock control and invoicing system hand- 
ling 20,000 spare parts on behalf of 


Suzuki (Great Britain) Ltd. Systems 


and programming for the project cost 
£ 10,000 and the bureau costs for running 
the system average £1,500 a month. 


For this, Suzuki get daily overnight 
processing of orders from 1,500 dealers, 
a by-product report on all stock move- 
ments and current stock levels. In ad- 
dition, invoicing details are extracted 
and passed to the CMG Sales Ledger 


Package for the production of invoices 


and sales statistics. 


registration, minimum standards for 
training and experience are laid down. For 
the first time ever, the type and quality 
of work and education a student should 
do and receive are to be defined. The 
next, and necessary, step will be to make 
successful completion of these minimum 
standards a prerequisite to qualification 
as a chartered accountant. 


Campaign for better conditions 


ACASS is not just active in the con- 
sideration of educational policy: it is 
campaigning intensively to achieve a 
minimum wage of around {1,100 p.a. 
for all students and to obtain greater 
grants from local authorities for corres- 
pondence and revision courses. 

Typical of ACASS's efforts is its 
current two-pronged campaign for a 
minimum wage. One thrust is to publi- 
cize the present situation of many 
students to the business community 
generally, and the other is to ensure that 
all prospective students of accountancy 
are aware what the best conditions of 
employment are, and to see that they 
seek them — this, it is felt, will improve 
conditions overall. 


Communications 


Backing up all its activities has been a 
prolific communications effort. Hundreds 
of letters have been written, memoranda 
and reports prepared, and press notices 
released. In the period since Terry Webb 
and David Steeds were elected President 
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and Secretary of ACASS respectively in 
March, ACASS has had coverage in the 
Daily Telegraph and The Financial Times 
on conditions of employment. 


Dangers of isolation 


But communications is a two-way pro- 
cess: ACASS is becoming isolated from 
the ordinary students because it is not 
getting sufficient reaction from students 
on its policies and their impact upon 
them. 


To be a responsible and effective body 
is one aim; to be a democratic organiza- 
tion is another, and the participation of 
students in ACASS policy is regarded 
as an essential adjunct to that achieve- 
ment. 


SHEFFIELD'S EDUCATION 
RESEARCH PROJECT 


The Sheffield CASS is trying to gather 
as much information as possible about 
the various courses at present available 
to those preparing for the examinations 
of The Institute of Chartered Account- 
ants in England and Wales. The Educa- 
tion Sub-committee would therefore be 
glad if those who have such information, 
recommendations or other comments, 
which they consider could be of use to a 
student selecting a course, would com- 
municate as soon as possible to: The 
Education Sub-committee, The Sheffield 
Chartered Accountants 
Students' Society, 22 Norfolk Row, 
Sheffield S1 2PA. 


Co-operation in this matter would be 
very much appreciated and will, it is 
hoped, assist many articled clerks to 
select courses suited to their require- 
ments. 


A FULL SPORTING LIFE 


WITHIN the space of three weeks, 
Sheffield CASS staged two knock-out 


competitions, at  Abbeydale Sports 
Centre. 


The first was the squash competition 
Which proved to be highly successful. The 
standard of play throughout was very 
high, and with more entrants than ever 
before. 


The semi-finals provided the best 
squash of the tournament. The match 
between James Newman and Alan Young, 
the Society's Chairman, repeated last 
year's fine performance of thrilling 
squash. After a long and furious battle, 
James Newman gained revenge by 
narrowly winning 3-2. 


The second semi-final between Ted 
Slack and Chris Willows became a test of 
stamina as each player exhibited his skills 
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Notification of ICA Examination Results 


Subject to unforeseen circumstances, a list of candidates successful 
at the March 1973 Intermediate examination will be displayed at the 


offices of the Institute, Chartered Accountants' 


London EC2R 6E0, on Monday, 
The Accountant of May 24th. 


In addition, each candidate ma 


earliest on Monday, 


Hall, Moorgate Place, 


May 21st, and will be published in 


y expect to receive by post at the 
May 21st, a notice stating whether he has passed, 


been referred or failed, together with details including any prize 


awarded or, if unsuccessful, 
individual papers. 


particulars of his performance in 


The Institute cannot give information of results by telephone or 


telegram and cannot entertain an 


available. 


y inquiry as to whether results are 
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to an enthusiastic crowd. Chris Willows 
emerged the eventual winner, and went 
on to win the competition and so retain 
the Alan Young Cup for the second year 
running. 

The second competition, at badminton, 
was the Society's first such tournament. 
Although the number of entrants was 
small, the competition has sparked off a 
great deal of interest in badminton as a 
society sport. B. A. Ludham showed him- 
self to be as a potential county player and 
won very easily. 


Other societies challenged 


Sheffield CASS is also very active in 
other sporting fields, namely cricket, 
tennis, golf and football, and next 
winter it is hoped to introduce rugby 
and hockey. 


The Society is making an open chal- 
lenge to all other student societies in any 
of the above events. Excellent sports 
facilities are available in Sheffield to 
stage multisport matches, but the Society 
is, despite these attractions, prepared to 
travel to other parts of the country for 
away matches. If any Society is interested 
in taking up Shefheld's challenge they 
should write immediately to: Edward 
Slack, Sports Secretary, 18A Avondale 
Road, Chesterfield, Derbyshire S4O 4TF. 


LEEDS MEETING 


Approximately 50 members of Leeds 
CASS were introduced to the new system 
of company taxation on the imputation 
system in a lecture given by Mr J. D. 
Glover, F.C.A., at the Griffen Hotel, 
Leeds, on March 3oth. 


In the first part of his lecture, Mr 
Glover, who is a senior lecturer in taxation 
at Leeds Polytechnic, covered all aspects 
of the new tax using worked examples. In 


the second half, he explained the com- 
plicated transitional arrangements in- 
volved in the change-over from the old 
system to the new. 


The meeting concluded with a lively 
exchange of views between Mr Glover 
and members on the new tax. 


LIVERPOOL'S NEW PRESIDENT 


IT is certainly encouraging to note that 
there are still occasions when former 
active members of student societies 
return to take a lead in student affairs 
after qualifying. 

Such is the case with the Liverpool 
Chartered Accountants Students! Asso- 
ciation with the election of Mr Peter E. 
Deyes, B.COM., A.C.A., formerly secretary 





in 1962-635, as President of the Associa- 
tion for the ensuing year. 


A partner in the Liverpool office of 
Thornton Baker, Mr Deyes was educated 
at Merchant Taylors’ School, Crosby, 
and Liverpool University. He served his 
articles with Bryce Hanmer, of Liverpool 
(now amalgamated with his present firm) 
and was admitted to membership of the 
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Institute in 1963. He became a partner 
in Thornton Baker in 1968. 

Resulting from his work for the 
students’ society, Mr Deyes tells ‘Round- 
about' that this subsequently led him to 
involvement with the activities of the 
senior society. For three years he was its 
Articled Clerks! Appointments Officer, 
one-time secretary of the Education Sub- 
committee, and is currently chairman of 
the Recruitment Sub-committee. With 
such a background, Mr Deyes will bring 
to the Association some valuable experi- 
ence. 

Other officers elected were: 

Vice-President: Mr J. N. R. Taylor, 

A.C.A., A.T.LI. 


Secretary : Christopher J. Allan. 
Treasurer: Paul J. Chabrel, B.SC. 


Report on the year 


The need for improved communications 
between the Association’s committee and 
its members, and the need for greater 
participation by members in the Associa- 
tion’s activities, are the two main themes 
in the statement by the immediate Past- 
President, Mr G. A. Maxwell, F.C.A., in 
the annual report for 1972-73. 

On communications, Mr Maxwell says 
that staff partners have been asked to 
appoint a students” representative so that 
a link can be established with the com- 
mittee to reflect more fully members' 
views on the activities of the Association. 

Referring to student participation, Mr 
Maxwell states that for 1972-73 no one 
gained the Alan Cookson prize which is 
normally awarded for success in the 
examinations and service to the Associa- 
tion. He appeals to all members to take a 
greater interest in the society's activities. 


Mixed support 


Robert Macfarlane, B.A., last year's 
secretary, also commenting on communi- 
cations, expresses the hope that with the 
introduction of the firms' representative 
scheme, this should do much to alleviate 
the cause of poor attendances at some of 
the activities during the year. Discussing 
education, he says that good attendances 
at the Liverpool Polytechnic's evening 
lectures at first led the committee to 
believe that at last the lecture programme 
was satisfying members' needs. However, 
with a drop in attendances in the last 
couple of months, ‘it is sad to reflect that 
members do not take full benefit from 
the excellent facilities at our disposal’. 

Negotiations are being held with the 
Polytechnic, he says, on the possibility 
of setting up linked tutorial courses. 
These will probably replace the present 
lecture programmes, and the future 
educational role of the Association will 
have to be reassessed. 
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BIRMINGHAM STUDENTS’ 
CHARITY VENTURE 


Following a recent committee meeting 
of the Birmingham CASS, the Society 
are pressing ahead with the organization 
of a social event in aid of charity. 

The Secretary, Mike Fallows, says ‘we 
are not sure yet what form the event will 
take, but are nevertheless enthusiastic 
about the possibilities.’ Proceeds will go 
to a charity for under-privileged children. 

The Society’s magazine, Articles, was 
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made possible by the support received 
from leading firms in Birmingham, but 
it is felt that it would be unfair to rely on 
their support for all the 
ventures. Mike Fallows has therefore 
approached the leading firms in London 
on this occasion and is hopeful that they 
will be able to help. He says that so far 
there has been one reply expressing an 
interest and “if we can guarantee a firm 
financial basis, then the entertainments 
committee of the Society can plan an 
event with some degree of confidence”. 


Integration — A Dispassionate 
Reconsideration 


Sir, — After the debacle of the final ICA 
vote on integration, this issue had lapsed 
as a subject for discussion until the speech 
by Mr Alan Nelson, F.C.C.A., F.T.I.1., Presi- 
dent of The Association of Certified Ac- 
countants, at Oxford (‘Roundabout’, April 
19th). Recently, the President of the 
English Institute and other leading mem- 
bers of the Council have essayed some 
cautious expressions of regret at “the lost 
opportunity”. 

As a senior member of the Institute and 
head of one of the largest training centres 
for the profession, I enjoy regular contact 
with members of the Council and the 
officers of the Institute. I have the highest 
respect for the conscientiousness and 
ability which they bring to the problems 
of the profession. It is, therefore, to be 
regretted that in this matter, like the 
Bourbons, they seem incapable of learning 
the lesson from experience. 

Having been defeated by a 'grass-roots' 
revolt, they seem unable to recognize that 
sound reasoning and practical knowledge, 
not 'back-woods' prejudice, were the 
reasons for that revolt. I was, during the 
controversy, in close touch with the 
articled clerks and younger members of 
the profession, and participated in many 
discussions with them and with smaller 
practitioners. It was very clear that these 
groups provided almost total opposition 
to the scheme of integration. However, 
this was not based on prejudice, but on a 
reasoned and practical assessment of the 
position. 

It is virtually certain that if the pro- 
posal had been limited to a merger 
between the chartered bodies and The 
Association of Certified Accountants, with- 
out any proposals for a commercial stream, 
there is little doubt that a majority would 
have been secured. The opposition to the 
proposal was based on the inclusion of the 
cost accountants and a commercial train- 
ing. So cogent were the arguments against 
the scheme, that my own staff, of varying 
qualifications, originally mainly for inte- 
gration, finally voted 100 per cent against. 


What is often forgotten is that the bulk 
of professional and commercial accountants 
are not concerned with large public 
companies, but with the two million other 
clients, businesses or individuals who 
require their accounts to be prepared and 
audited, and their tax affairs handled. 

Our students pointed out quite rightly 
that their own training was essentially 
directed to this purpose. After quali- 
fication they might continue in practice 
or become accountants of smaller concerns. 
However, their whole attitude was based 
on the preparation of accounts for a 


variety of types of concerns, some in- 


dustrial, some commercial, some in bank- 
ing and finance, some in non-profit-making 
areas, but not generally very large. 

By contrast the cost accountant was 
essentially concerned with manufacturing 
industry, and usually industry on a large 
scale. He was most closely linked with the 
managerial function on the factory side. 
His knowledge of accounts preparation 
was theoretical, and his knowledge of 
taxation superficial and peripheral. His 
work necessitated concentration on areas 
of knowledge, such as industrial law and 
works administration, in which the char- 
tered accountant's interest was peripheral. 

'The young men who compared notes 
with their contemporaries were quite 
clear that for their purposes the profes- 
sional accountant's office with its constant 
variety of employment was a superior 
field of training than a better paid post in 
a large industrial undertaking working to 
a standard system of accounting. 

Reinforcing this last argument were the 
statements of those who, having com- 
pleted articles, had moved into industry. 
They stated with unanimity that their 
employers considered that the initial 
training in variety in a professional 
accountant's office was the justification 
for their recruitment. 

There were, and are, other reasons for 
rejecting integration as put forward by 
the Council, but it was the recognition by 
the younger members of the value of 
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articled experience that was the deciding 
factor. It is this which still draws 5,000 
recruits yearly to the profession to work at 
far lower rates of remuneration than could 
be obtained in industrial employment. 

It remains an anomaly that a certified 
accountant is equally entitled to practise 
professionally as an auditor under various 
Acts of Parlizment. If the law accepts this 
equality, then there is no reason for 
Institute members to object to the inte- 
gration of the Association, provided that, 
for the future, training under articles is 
regarded as obligatory to all. I am con- 
fident that this view would be accepted 
by almost all those who, like myself, voted 
against integration which abandoned pro- 
fessional training in a practising account- 
ant's office. 

Yours faithfully, 
C. A. MUNKMAN, r.c.A. 
Principal Lecturer in Accountancy, 
Luton College of Technology. 


Unifying the Profession 


SIR, — I was, to say the least, surprised to 
read in your issue of April rgth what the 
President of The Association of Certified 
Accountants was reported to have said 
(page 552): 

“The failure of the proposals for the 
unification of a single united profession 
was a sad spectacle to the world at large. 
That these divisions should remain 
today is the fruit of follies of foolish 
men. . . . The pressures that lie upon 
our profession today . . . were making 
the follies of our divisions evident, even 
to the fools who ensured that, they 
continued.” 


This I can only interpret as being a 
criticism of the majority vote of the mem- 
bers of The Institute of Chartered Ac- 
countants in England and Wales on the 
integration scheme of two years ago. 

If Mr Nelson expects to make friends by 
describing the majority of another profes- 
sional body as ‘fools’, he is vastly mistaken. 
In my opinion, he would be better em- 
ployed in trying to work out a different 
scheme for enabling all the accountancy 
bodies in the country to speak with one 
voice. 

It is apparent that this will not be 
achieved by calling everybody chartered 
accountants. It might, however, be 
achieved by some federal system whereby 
under a federation of accountants each of 
the separate bodies continued their inde- 
pendent existence to fulfil their different 
functions and objectives. 


Yours faithfully, 
HUGH T. NICHOLSON. 
London EC 4. 


A Southern Students’ Society 


SIR, — I read with interest Donald Rich’s 
article (‘Roundabout’, April sth issue), 
concerning the suggestion that the four 
separate student societies which operate 
in the Southern Society district area should 
come together. 

I sincerely hope that the student societies 
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in question will take this suggestion as an 
invitation to act. Ever since the founding of 
the District Society in 1965. an educational 
sub-committee of the district society has 
been composed of representatives from 
each of the principal towns in the area, 
and those representatives have acted as 
liaison. officers with the student society 
in their own town. An effort, therefore, 
has been made to formalize communica- 
tions between the students and the main 
society. 

At the time when the student societies 
were invited to put forward a representa- 
tive to sit on the educational sub-com- 
mittee, the District Society was faced with 
the problem of either talking to four 
student societies or asking the student 
societies to get together for the first time 
to nominate a representative. 


Communications, two-way between the 
students in a district society area and the 
district society qualified members them- 
selves, should be far more active and 
efficient than they are at present. 


The problems of the Southern Society 
are very different from those of a more 
concentrated area, and it seems in the 
interests of communication, in the in- 
terests of being able to mount bigger, 
better and more efficient courses, in the 
interests of being able to mount a more 
ambitious programme of activities for the 
students throughout the area, it is essential 
for the individual student societies to 
come together in some structure which will 
have the ability to co-ordinate individual 
activities and to sponsor joint activities. 


Thanks are due to Mr Rich for publicly 
making the suggestion. 


Yours faithfully, 
M. G. LICKISS, 


London WCr. B.SC.(ECON.), F.C.A. 
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SOUTH-WEST ESSEX AGM 


A good turn-out of members of the 
South-west Essex Branch of the London 
CASS is hoped for at the annual general 
meeting of the Branch due to be held on 
May 16th at the Valentine Hotel, Perth 
Road, Gants Hill, at 6.45 p.m. Free 
refreshments will be available from 6 p.m. 

Principals in the area are also invited 
to attend the meeting so that they, 
together with members, can put forward 


constructive views on the future activities 
of the Branch. 


PARTNERSHIP ACCOUNTS 


There was an attendance of over 20 at a 
recent one-day course held by the Ports- 
mouth CASS when Mr A. C. Ryder, 
M.A., F.C.A., of Foulks Lynch, spoke on 
some of the more important aspects of 
partnership accounts. After tea, some of 
the *watch dogs and bloodhounds' pre- 
sent worked through an incomplete 
records question. 


BRADFORD WORKS VISIT 


EARLY application is advised for those 
members of the Bradford CASS wishing 
to take advantage of a visit to the 
Triumph motor factory, Coventry, on 
Wednesday, May 23rd. It is one of the 
series of “industrial visits” arranged by 
the Society and costs a modest £r, 
which includes transport to and from 
Coventry as well as lunch. 

Places are limited and applications 
should be sent without delay, together 
with remittance made out to the Society, 
to Graham Sheard, 2 Greenacre Park 
Rise, Rowdon LS1g 6RV. 


Professional Camaraderie 
Sheffield's New Members' Meeting 


ARTICLED clerks should be considered as 
professional people and the Sheffield 
Students' Society could do a great 
deal to promote professional camarad- 
erie, declared Mr Peter Allott, 8.A.(ECON.), 
F.C.A., immediate past-president of the 
Society, speaking at an informal meeting 
for newly articled members held at the 
Royal Victoria Hotel. 

The changes at present taking place 
within the profession could cause diffi- 
culties for students' societies, but he 
welcomed the break-down of the artificial 
barriers between district societies and 
students' societies. 

Mr Alan G. Young, F.c.a., Chairman 
of the Society, introduced the committee 
members, and outlined the aims of the 
Society. The Chairman stressed the 
point that the success of the Society's 
activities depended upon the support of 


its members — not solely on the efforts 
of the committee. 

The secretary, Harvey Farber, then 
outlined the activities of the Society, 
drawing particular attention to the three- 
day education courses, the Charterac 
Football Club, the office representatives 
scheme, and the annual dinner. 

At the end of these more formal 
proceedings, the committee — led by Mr 
E. Crow, F.C.A., M.B.LM., the new 
President -and the new members ex- 
changed, in an informal atmosphere, 
views on the Society's future programme, 
and discussed matters of direct concern 


arising from local training facilities and 
the Institute's education plans. There 
was no doubt that the meeting went 
a considerable way to promote interest 
in the Society's activities. 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


ARTHUR YouNG MCCLELLAND MOORES 
& Co, Chartered Accountants, of Moor 
House, London Wall, London ECz2, 
announce that Mr B. F. BURNS, B.A., 
A.C.A., who has been with the firm for a 
number of years, has been admitted to the 
partnership with effect from May rst, 


1973. 

Bowker, Orrorp & Co, Chartered 
Accountants, announce that as from 
April 30th, 1973, Mr L T. HODGINS, 
C.A., has retired from the firm after an 
association of 27 years. 


Mr T. A. CLARK, F.c.a., and Mr M. C. 
SUNTER, F.C.A., announce that with effect 
from May 1st, they will be practising as 
CLARK, SUNTER & Co at Overton Arcade, 
High Street, Wrexham, Denbighshire. 


FULLER JENKS BEECOFT & Co, Chartered 
Accountants, announce that from May 
ist, 1973, Mr CLIVE A. PARRITT, A.C.A., 
has been admitted into partnership in 
London, Mr WirLiíAM M. Davies, 
A.C.A., has been admitted into partnership 
in Manchester and Mr GEOFFREY H. 
WINDLE, F.C.A., has been admitted into 
partnership in Birmingham. 


Harmoop BANNER € Co, Chartered 
Accountants, announce that with effect 
from May ist, Mr P. J. HOCKEY, A.C.A., 
has been admitted to partnership in the 
London office. From the same date, Mr 
G. B. Hopson, r.c.A., of Liverpool office, 
and Mr E. CATHERALL, F.C.A., of Chester 
office, have retired; both will remain 
available for consultation. 


Ham, Jackson & Brown, Chartered 
Accountants, announce the separation, 
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by mutual consent, of their practices at 
Bristol and Bath and the retirement of 
Mr T. A. WYATT, F.c.a., from the Bath 
practice with effect from April 3oth, 1973. 
Mr Wyatr will continue to be associated 
with the Bath practice as a consultant. 
On May 1st, Mr N. R. BROWN, A.C.A., 
will be admitted as a partner in the Bath 
practice which will be carried on by 
Messrs M. A. BROWN, F.C.A., P. F. 
KERCHER, F.C.A., and N. R. BROWN 
under the existing name at 30 Gay Street, 
Bath. On May rst, also, the Bristol prac- 
tice will merge with WATLING & PARTNERS. 


HebLeY Dunk & Co, Chartered Ac- 
countants, of Dartford, Kent, announce 
that Mr H. S. DUNK, F.C.A., who founded 
the firm in 1929, retired with effect from 
April 1st, 1973. His services, however, 
are being retained as a consultant. 


KRUGER & Co, Chartered Accountants, 
of Midland Bank Chambers, 58 Newing- 
ton Green, London N16 gPX, announce 
that Mr J. P. KRUGER, A.C.A., has been 
admitted as a partner from April rst, 
1973- 

LaANGTON € MacCowwar and W. L. 
Jackson & HESKETH announce that, after 
working in close association for some time, 
they have merged their practices as from 
May ist, 1973. Messrs C. D. IRVING, 
F.C.A., and J. L. HUGHES, F.C.A., announce 
their retirement as partners from the 
same date; Messrs N. A. RILEY, F.C.A., 
and P. M. UNSWORTH, B.COM., A.C.A., 
partners in LANGTON & MACCONNAL, will 
continue with Messrs R. H. WALKER, 
F.C.A,, K. CAMPBELL, F.C.A., and I. W. 
POTTS, A.C.A., partners in W. L. JACKSON 
& HESKETH, in the merged firm. Both 
Mr IrvinG and Mr HucHes, who have 
been senior partners of LANGTON & 
MacConnat for many years, will retain 
a close connection as consultants to the 
enlarged firm. The practice will continue 
from 26 Exchange Street East, Liver- 
pool 2. 


MITCHELL, Dowp, WaLTON & Co, 
Chartered Accountants, announce that 
Mr WiLLIAM Stacey DYE, F.C.A., retired 
on March 31st from MITCHELL, DOWD, 
WALTON & Co, MircHeLL Dowp & Co, 
and W. T. WALTON & Son (Liverpool 
firm) and that the three firms are now 
practising under the name of MITCHELL, 
Dowp, WALTON & Co. 


ROBERTS, MCLENNAN & Co, Chartered 
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Accountants, announce that with effect 
from May 1st, they have succeeded to 
the practice of Harnes WaTTS, BECKLEY 
AND PARTNERS at 17 High Street, Alder- 
shot, Hampshire. HAINES WATTS, BECKLEY 
AND PARTNERS are consolidating their 
activities at their Reading and Slough 
offices, and with effect from May rst next 
the name of the firm at Aldershot will 
be changed to ROBERTS, MCLENNAN AND 
Company, Chartered Accountants. 


Rosson RHoprs & Co announce that 
on May ist, 1973, Mr JOHN PURCELL, 
F.C.A., became a partner and Mr PETER D. 
SUGDEN, M.A., LL.B., F.C.A., retired at 
their Leeds office; and that Messrs 
ROBERT HALE, A.C.A., and FRANK A. 
ROUNTHWAITE, B.A.(ECON.), A.C.A., be- 
came partners at their Birmingham office. 
Messrs HALE, PURCELL and ROUNTHWAITE 
have for some years been members of the 
firm's senior staff. 


B. SucpEN & Co, Chartered Ac- 
countants, of 63 Athol Street, Douglas, 
Isle of Man, announce that Mr G. A. 
BELL, A.C.A., and Mr K. W. FRYERS, 
A.C.A., have been admitted to partnership 
as from April 1st, 1973, and that Mr R. 
GRIFFIN, LL.B., A.C.A., has withdrawn 
from the partnership as from March 
31St, 1973. 

Toucue Ross & Co, United Kingdom 
firm announce that Messrs M. C. 
CLARKE, M.A., A.C.A., R. CONSTANTINE, 
A.C.A., L. C. GRIFFITH, A.C.A., T. P. 
Jones, F.C.A., J. M. MIDDLEMAS, A.C.A. 
and D. G. PANGBOURNE, A.C.A., Were 
admitted to partnership on May Ist, 1973. 


Toucue Ross & Co, Middle East firm 
announce that Mr A. N. MATTAR, B.A., 
A.C.A., was admitted to partnership on 
May rst, 1973. 

TuRQUANDS BARTON MayHew & Co 
announce that Mr MICHAEL EUNAN 
DOHERTY, A.C.A., Mr CHARLES JOCELYN 
TICHBORNE NANGLE, F.C.A., and Mr 
BRIAN JOHN WILSON, A.C.A., who have 
been members of their London staff for 
several years, have been admitted to 
partnership as from May 1st, 1973. 


TuRQUaNps BARTON MAYHEW & Co 
announce that Mr G. A. RANKIN, Mr 
G. F. HoLBURN and Mr M. L. SUMNER 
have been admitted to partnership in 
their South African firm. The Johannes- 
burg office has moved to new premises 
on the sixth floor of Carlton Centre 
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(PO Box 1639). In addition, an office 
has been opened in Durban, Ninth Floor, 
Homes Trust Building, Smith Street, 
where Mr M. L. SUMNER is the resident 
partner. 


Viney MERRETTS, Chartered Account- 
ants, announce that Mr Lronarp W. 
LoRYMAN retired on April 3oth, 1973. 
He was for 46 years a partner in 
GREENWOOD AND LORYMAN, who merged 
with ViNEY MERRETTS in May 1970. 


WATLING & PARTNERS, Chartered Ac- 
countants, announce a merger of their 
practice with the Bristol practice of 
Ham, Jackson & Brown with effect from 
May 1st, 1973. The name of the com- 
bined practice will be WATLING $ 
PARTNERS and it will be carried on from 
the two present addresses, the partners 
being Messrs C. CROXTON-SMITH, M.A., 
LL.B., J.P., F.C.A., J. M. P. WATLING, 
M.A., F.C.A., S. F. MILSOM, F.C.A., and 
J. H. SIBLEY, F.C.A. 


APPOINTMENTS 


Mr C. Peter Brown, A.C.A., has been 
appointed chief accountant of Newcastle 
Chronicle & Journal, a member of the 
Thomson Regional Newspapers group. 








J. Harvey-Barnes 


C. P. Brown 


Mr J. Harvey-Barnes, F.c.a., has 
become financial director of Pitney- 
Bowes. He was previously chief account- 
ant and financial controller. 


Mr Ian C. Low, C.A., deputy chairman 
of The Low & Bonar Group, has recently 
been appointed chairman of Flotex, and 
Mr M. Fraser, c.a., has become 
financial comptroller. 

Mr D. B. Peters, F.c.a., has been 
appointed group chief accountant of 
Fisons, directly responsible to the finance 
director for the group accounting function 
world wide. 
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INCOME TAX 
Revision of Forms 


In view of the changes in the taxation 
treatment of company distributions 
brought about by Part V, Finance Act 
1972, and applying to distributions made 
after April sth, 1973, by companies 
resident in the United Kingdom, it has 
been necessary to revise certain Inland 
Revenue forms which currently provide 
for a certificate of deduction of income 
tax. T'he forms affected are as follows: 


R185A: Certificate of Deduction of 
Income Tax — Dividend (prepared by 
the paying company) 

R189A—1:: Certificate of Deduction of 
Income Tax — Bearer Dividend (pre- 
pared by bankers collecting such 
dividends) 

R189G: Subsidiary Income Tax Certi- 
ficate - UK Securities (prepared by 
banks, stockbrokers, agents, etc., 
holding shares on behalf of clients) 
This form is being replaced by two 
new forms: 

R189K - for use in connection with 
dividends 
R189L — for use in connection with 
interest 
The revised forms R185A and R189A-1 
and the two new forms R189K and R189L 
should be used in connection with distri- 
butions etc. made after April sth, 1973, 
only. Users of these forms should approach 
their local Inspector of Taxes to arrange 
for supplies to be sent to them. 


RECORD YEAR FOR 
NATIONAL SAVINGS 


Assisted by favourable marketing con- 
ditions in the first half of the financial 
year and by the significant contribution 
of accrued interest, National Savings 
recorded the greatest overall net annual 
gain in the history of the movement. 

An increase in total invested funds of 
£791:1 million (including interest) is an 
improvement of £51:7 million over the 
increase in the previous year which was 
itself a new record at the time. 

Leading the field in contributing to 
this result were the Trustee Savings 
Banks, which showed an excess of depo- 
sits over withdrawals amounting to £204:6 
million — an increase of almost £60 
million compared with last year. 

A parallel improvement was registered 
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by the National Savings Bank which 
produced a gain of £79°5 million against 
[10:6 million in 1971-72. Other major 
gains were British Savings Bonds at £87-6 
million and Premium Savings Bonds at 
£72 million. The Save-As-You-Earn 
scheme made steady progress and added 
a further £44:3 million to the total. 

Total funds remaining invested stand 
at £10,298-9 million. 


CERTIFIED ACCOUNTANTS 
DISTRICT DIARY 


Forthcoming meetings of district societies 
of The Associaton of Certified Accoun- 
tants are as follows: 


Bromley and District Society 

Thursday, May roth: Annual general 
meeting, followed by a general discussion 
on points of topical interest. The Hack- 
wood Hotel, Widmore Road, Bromley, 
at 8 p.m. 

Harrow and District Society 

Saturday, May 12th: End of season social 
evening at The Case is Altered, 74 High 
Street, Wealdstone, Middx, at 7.30 p.m. 
Cambridgeshire and District Society 
Wednesday, May 16th: Annual general 
meeting in the Conference Room of Initial 
Services Ltd, Tenison Road, Cambridge, 
at 7 p.m. 


THE ACCOUNTANTS' 
CHRISTIAN FELLOWSHIP 


lhe next evening meeting of the Ac- 
countants' Christian Fellowship will be 
held on Thursday, May 17th, at Char- 
tered Accountants’ Hall, Moorgate Place, 
London EC2, when the topic for dis- 
cussion will be “Christianity in life today — 
dealing with time’. 

Coffee and biscuits will be available 
before the meeting which commences at 
6.30 p.m. 


CORRECTION 


Under the heading of ‘Professional Mis- 
description’ last week, the case of 
Architects’ Registration Council v. Breeze 
was incorrectly reported as involving an 
offence against section 14 of the Theft Act 
1968 

We express our apologies for this error; 
the case was, in fact, brought under sec- 
tion 14 (1) (a) (i) of the Trade Descrip- 
tions Act 1968. 
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The Annual General Meeting of the 
Association of Certified Accountants was held on 
Monday 30th April 1973 
at Queen Mary Hall, London WC1 with Mr. Alan W. Nelson FCCA 
President of the Association in the chair. Mr. Nelson's presidential 
address included the following points: 


MEMBERSHIP 
Membership growth was satisfactory and 
gaining momentum; student recruitment had 
touched the highest figure ever recorded by the 
Association. 


FINANCE 
The Association's finances were satisfactory 
but provision would have to be made for considerable 
expenditure over the next few years on accommoda- 
tion, members' facilities and staff. 


ADMISSION STANDARDS 
Admission standards qualifying for acceptance 
as students of the Association would be raised to 
university entrance level on Ist September next. 


PROFESSIONAL EXAMINATIONS 
An entirely restructured syllabus for the Pro- 
fessional Qualifying- Examination would be 
announced shortly and the first examination under 
the new syllabus would be held in June 1975. 


POST QUALIFYING TRAINING 
Facilities for members' post-qualifying training 
courses had been substantially enlarged during the 
past year and would be progressively improved. 


PUBLICATIONS 
The Association's specialist technical publica- 
tions had always enjoyed a very high reputation and 
would continue to be produced as occassion 
demanded at the same level of technical quality. In 
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addition, however, a programme of other publica- 
tions of a more general character was being developed 
and would form part of the Association’s normal 
publishing activity. Occasional papers on matters of 
topical and technical interest would also be produced 
from time to time. 


EUROPEAN COMMUNITY 

The Association, in common with the other 
professional accountancy bodies in the United 
Kingdom and Ireland, was experiencing very con- 
siderable anxiety over the general trend of draft 
directives on company law issuing from the 
European Economic Community and in particular 
those dealing with the presentation of company 
accounts. 


The UK and Ireland could fairly claim a degree 
of sophistication in the presentation of such accounts. 
Yet the draft directives seemed to call for a reversior 
to standards long since abandoned as inadequate. It 
was necessary to point that out in the plainest terms 
and that had been done. Cooperation required a 
common understanding but if progress meant 
anything at all is surely meant taking the best that 
each country had to offer and seeking to amalgama:e 
it into a comprehensive whole rather than to reach 
some dismal compromise that really satisfied 
nobody. 


ROYAL CHARTER 

The Association's Petition to Her Majesty the 
Queen in Council for the grant of a Royal Charter of 
Incorporation had been lodged with the Privy 
Council. 
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Progress Consolidated 


FFAIRS of The Institute of Chartered Accountants 

in England and Wales, whose annual report for 1972 
was published this week, have conspicuously taken a turn 
for the better. Higher subscription scales, a reduced 
burden of interest in consequence of reorganization of the 
development loan, and substantial increases in income from 
property lettings and other miscellaneous sources, have 
combined to yield a welcome surplus of £231,000. 

This is a far cry, indeed, from the 1970 deficit which led 
members to accuse the Council of *mismanagement' at the 
ensuing annual meeting (The Accountant, April 15th and 
May 13th, 1971). Further, the minority of members who 
have hitherto seen in Chartered Accountants' Hall and its 
facilities little more than a prestige white elephant, may take 
comfort from the recent professional valuation of the Hall 
at approximately three times its historical cost. 

'The Councils policy of exercising the most stringent 
control over expenditure throughout 1972 is vindicated 
by the out-turn of the year's accounts. It is nevertheless 
unfortunate that the Institute, having this year a more 
attractive picture to present, could not have provided it 
with a more attractive frame. In the light of hindsight, the 
1966-69 presentations may appear to have been over- 
ambitious in some details, excellent as was their overall 
impact and the underlying staff-work; but we question 
whether continued use of the enforced ‘economy’ format of 
1970 and 1971, matches the standing of what has become, in 
numbers and in influence, the foremost accounting body in 
the United Kingdom — if not, indeed, one of the world's 
most prestigious professional societies. 

In Europe, the Institute has continued to make major 
efforts to deal with the various challenges facing the pro- 
fession within the EEC, and a significant contribution has 
been made in the discussions on the harmonization of 
European company law and accounting practices. At home, 
the energetic expansion of the courses programme has been 
continued — including the provision of appropriate courses 
for members in commerce and industry and on the implica- 
tions of EEC membership - and was rewarded with a total 


attendance of 5,400. This, however, is barely 10 per cent 
of the Institute's current membership, so that the market 
is yet far from saturated. During the year the Post- 
qualifying Education Committee was appointed to develop 
the controversial scheme of tests of specialist knowledge and 
experience for advancement to fellowship. 

A consequence of the continuing policy of simplification 
and compression of the annual report is the very limited 
amount of information devoted to disciplinary proceedings. 
While no-one wishes to over-emphasize or to distort this 
aspect of the Institute's functions, it is unfortunately a 
necessary feature of any reputable professional society 
which aspires to public credibility, and calls for rather 
more disclosure than the present few lines of narrative. 
Certainly we have no wish to see again the dreary recapitu- 
lation of each and every individual case, on the model of 
1965 and earlier years, but the tabulation which was 
introduced in 1966 and has now disappeared fulfilled a use- 
ful function in its revelation of the prevalence of various 
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classes of professional misdemeanours and in its relation 
of offences to penalties. 

Reference to disciplinary procedures leads us, in turn, to 
the net debit of £24,000 in the revenue account for ‘Main- 
tenance of professional and ethical standards', and to 


E 

^... renew our earlier suggestion that some steps might usefully 
= be taken towards making this function, if not self-financing, 
E at least less of a burden upon the general body. We have 
in mind a possible power to impose a fine (such as is 
^^ already possessed by several accountancy bodies in other 


LM 
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parts of the world) or to order payment of costs, which has 
+ long been recognized by Courts of Law as a perfectly 
proper means of discouraging unmeritorious defences and 
frivolous appeals. 

Following the formal business of the annual meeting, 
~~ members of the Institute will be asked to approve as special 
_ business a total of ten resolutions to give effect to the 

remaining recommendations of the Special Committee on 
Future Policy. These are principally concerned with 
eliminating the ‘incorporated accountant’ category of 
membership; re-designation of articles of clerkship as a 
-'training contract'; making fellowship available only as an 
indication of post-qualification experience and professional 
knowledge; elimination of some of the present subscription 
differentials; and removal from the Supplemental Charter 
of the ‘fundamental rules’, which in this form are considered 
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to be an unreasonable limitation upon the work of the 
Institute’s Ethics Committee (The Accountant, February 
15th). 

The integration scheme with the former Society of 
Incorporated Accountants was implemented in 1957, and it 
seems reasonable to suggest that few of the Institute’s 
present members could give an accurate explanation of the 
survival of the ‘incorporated’ category of membership — 
which at the last count totalled less than 400, mostly resi- 
dent overseas. 

Whilst the concept of articled service is regarded by some 
members of the student body as an indefensible archaism, 
the term ‘training contract’ is a change of name rather than 
of substance. Despite the allegedly restrictive nature of the 
system, it is worth remembering that other bodies of 
accountants which do not insist upon articled service have 
nevertheless made provision for it as one optional avenue 
of entry, and that the absence of a formal training contract 
— by whatever name called — is reflected in significantly 
higher wastage rates between student entry and final 
qualification. 

The Institute's annual and special meetings are to be held 
at Chartered Accountants’ Hall on Tuesday, June sth, 
commencing at 11 a.m. The President's statement, together 
with extracts from the annual report, is reproduced on other 
pages of this issue. 





March 29th. A Past-President also 
of its Nottingham district society, 
Mr Spencer was admitted to member- 
ship of the Association in 1925, and was 
a member of its Council for nearly 20 
years prior to his retirement in 1971. 
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5 qn significant developments by 
E The Association of Certified Ac- 
/. — eountants during 1972 were the in- 
t troduction of the 'Certified Diploma 
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in Financial Accounting’ for members 


_ of other (non-accounting) professional 


bodies (The Accountant, April 6th, 


subject such as mathematics, statistics 
or book-keeping. It is hoped to hold 
the first examinations of the second- 
tier body in July 1974, and thereafter 
in January and July each year. 

At the annual meeting, Messrs 
G. L. Barker, F.c.c.a., and M. J. 


b 1972) and proposals for a second-tier Sheehan, F.C.C.A., retired from the 
m “Institute of Accounting Staff' (The Council. Mr Barker, President of the 
_ Accountant, August 3rd, 1972). The Association in 1961-62, has been a 
—— Association's attractively produced member of the Council since 1951. 
annual report, presented to last week's Mr Sheehan, who is now a member 
: annual general meeting, shows some of the executive committee of the 
D . 250 registrations of prospective newly-formed Irish Region (The Ac- 
- . CDipFA students, for whom at least countant, February 15th and April 
`. r5 polytechnics and colleges are al- 26th) was elected to Council member- 
- . ready offering suitable courses. ship in 1968. 

J The Institute of Accounting Staff, Members attending the annual meet- 
^. itis noted in the report, is not expected ing were invited by the President, 
to become ‘operational’ until late Mr A. W. Nelson, F.C.C.A., F.T.L.L, to 
^. 1973. Candidates for entry will be observe a minute's silence in tribute 
. . required to show a minimum educa- to the memory of the late Mr Edgar 


tional standard of four ‘O’ levels, 
including English and a 'numerate' 


Spencer, F.C.C.A., President of the 
Association in 1962-63, who died on 


Three new members were elected 
to the Council: Mr William Horsman, 
F.C.C.A., a partner in the firm of John 
Marshall & Co, Newcastle upon Tyne; 
Mr J. K. Lardner, F.C.C.A., M.B.I.M., 
chief financial officer of the South 
of Scotland Electricity Board; and 
Mr R. S. Waldron, F.C.A., F.C.C.A., 
C.P.A., F.T.LL, of the firm of Hill, 
Vellacott & Co, London. | 

The substance of Mr  Nelson's 
Presidential address to the annual 
meeting is reproduced on other pages 
of this issue. As reported in The 
Accountant last week, Mr Nelson is 
now succeeded as President by Mr 
T. O. W. Newman, F.C.C.A., F.C.LS., 
finance director of Holland & Hannen 
& Cubitts Ltd, with Mr G. H. Rees, 
F.C.C.A., F.C.LS., F.T.LL, of Chester- 
field, as Vice-President. 

Membership of the Association at 
December 31st, 1972, was 14,058, 
with 32,072 registered students. 
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Vice-President Defends 
Professional Standards 
E  — “by some who should 


know better” to judge the consult- 
ant professions by the same standards 
as apply to other occupations — a 
point already emphasized in our 
leading article of April rgth — were 
vigorously attacked this week by 
Mr K. J. Sharp, T.D., M.A., F.C.A., 
Vice-President of 'The Institute of 
Chartered Accountants in England 
and Wales. Speaking at last ''uesday's 
dinner of the Croydon Society of 
Chartered Accountants, the  Vice- 
President said: 

“It is not my purpose to suggest 
that the consultant professions are in 
any way better than other occupations, 
but they are in my opinion undeniably 
different. They are different primarily 
because their responsibility as pro- 
fessional men is firstly to the public, 
secondly to their profession, and thirdly 





Mr K. J. Sharp 


to themselves. There is here a difference 
in kind compared with most other 
occupations, the members of whom 
have no similar primary interests 
beyond compliance with the general 
law. They can put themselves first. 

“It is not therefore for any reasons 
of restrictionism, for any effort to 
reduce the level of competition, that 
the professional bodies must have 
codes of conduct to ensure that the 
members as individuals fulfil the 
responsibility which society requires 
of them. 'Times and conditions change 
however and it is therefore desirable 
that the code should be adaptable, and 
should be adapted; to the climate of 
any particular period. Our professional 
code was basically laid down nearly a 
hundred years ago and has been 
amended on an ad hoc basis over the 
years since then. We are now going 
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through the exciting exercise of re- 
writing that code not only to bring it 
into tune with the temper of the 
present day but also to ensure that the 
fundamental characteristics of a pro- 
fessional man — integrity, objectivity 
and independence, all allied to tech- 
nical competence — are not prejudiced 
in the process. 

‘I stress particularly independence 
because without that the other qualities 
are as nothing. It is important that 
members be seen to be independent.’ 
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ICMA Proposes Council 
Changes 


ROPOSALS to ensure an im- 

proved rotation of Council seats, 
in addition to the present machinery 
of normal retirement, will be placed 
before the next annual meeting of 
members of 'The Institute of Cost and 
Management Accountants on June 
9th. Special resolutions will be pro- 
posed, amending the articles of as- 





Irish Institute's New President 


RISH chartered accountants held 

the eighty-fifth annual meeting of 
their Institute in Belfast last week, and 
elected Mr Cornelius Frederick Smith, 
F.C.A., as President for 1973-74. 

A son of the late Dr Frederick P. 
Smith, D.L., of Crossdowney, County 
Cavan, the new President was awarded 
honours in his final examination, and 
was admitted to membership of the 
Institute in 1943, becoming a fellow 
in 1951 and a member of its Council 
in 1966. He is a partner in the Dublin 
firm of Briscoe, Smith & Co, now 
associated with Deloitte & Co. 

Mr Smith has for many years taken 
a close personal interest in the prob- 
lems and development of education, 
and includes amongst his appoint- 
ments the representation of the Irish 
Institute on the education committee 
of the UEC. Like many chartered 
accountants, he includes golf among 
his relaxations; he also confesses, in 
the idiom of his country, to ‘a strong 
weakness? for books and libraries. 
His son, Mr Martin Smith, B.COMM., 
A.C.A., is also a chartered accountant; 
he qualified as a member of the Irish 
Institute in 1970, and became a 
partner in the family firm last year. 

Membership of The Institute of 
Chartered Accountants in Ireland at 
December 31st, 1972, was 2,009, 
composed of 1,542 fellows and 1,067 
associates — a net increase of 141 
during the year. Among 20 mem- 
bers of the Institute whose deaths 
are recorded with regret in the 1972 
annual report, published last week, 
are three Past-Presidents : Messrs H. T. 
Montgomery, F.C.A. (President, 1939- 
41), H. E. A. Addy, F.C.A. (1951-53) 
and Frank Cleland, F.C.A. (1955-57). 





Mr C. F. Smith 


To demonstrate the effects of EDS 
Accounting for changes in the purchasing 
power of money (The Accountant, 
January 18th), the Irish Institute's 
accounts for 1972 — which show a 
surplus of £22,414 on the ‘historical’ 
basis — are accompanied by a supple- 
mentary statement adjusting figures 
on a basis of current purchasing 
power. Unlike many trading com- 
panies, the Institute is seen to be a 
net beneficiary of inflation ; as a result 
of these CPP adjustments, surplus 
for 1972 is increased from £22,414 
to £25,545, fixed assets from £57,105 
to £86,317 and total net assets from 
£38,697 to £68,083. 

Charter Amendment Bills, giving 
effect to amendments to the Institute’s 
bye-laws approved by members in 
October 1971, had reached their 
committee stages in the Parliaments of 
Northern Ireland and the Irish Re- 
public at the time when the former 
was prorogued, since when all attempts 
to progress the matter further have 
been unsuccessful. 
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sociation to give effect to the following 
decisions by the Council that: 


A co-opted member of Council is 
required to take a sabbatical year of 
absence from the Council on the 
expiry of six continuous years of co- 
opted service unless, in the interval, he 
becomes an elected member of Council; 

The period of ex officio service on 
the Council of a past President is 
reduced from five years to three and 
at the end of that period any further 
service on the Council is preceded by 
a compulsory sabbatical year of ab- 
sence from the Council, unless the 
past President becomes, in the interval, 
an elected member of Council; it 
was agreed that these provisions should 
not apply to any past President now an 
ex officio member of the Council. 


The ICMA Council, after lengthy 
debate, declined a proposal that the 
compulsory sabbatical year should 
also apply to elected Council members. 
Several members expressed the view 
that a sabbatical year for elected 
councillors would infringe members” 
right to nominate the candidate of 
their choice and that the natural 
retirement process provided an ade- 
quate rotation of seats. 


Bank Merger for 
Monopolies 
Commission ? 


WO MPs - Mr Norman Lamont 

(Kingston upon Thames, Con.), 
and Mr R. C. Mitchell (Southampton, 
Itchen, Lab.) — have tabled questions 
to Mr Peter Walker, Secretary of State 
for Trade and Industry, asking him to 
refer the merger of Slater Walker and 
Hill Samuel to the Monopolies Com- 
mission. Mr Hugh Dykes (Harrow 
East, Con.), will ask a more general 
question seeking a further statement 
on Government policy on monopolies 
and mergers. 

During the same question hour, 
Mr Christopher Woodhouse (Oxford, 
Con.), is asking for a general direction 
to nationalized industries to round 
down to the nearest whole penny, 
instead of up, when VAT to be charged 
to consumers includes a halfpenny. 

Mr Michael Meacher (Oldham 
West, Lab.), asks for the Companies 
Act to be amended to require dis- 
closure of information relating to 
their global operations by international 
companies which hold a United King- 
dom subsidiary as of a specified date. 


ACCOUNTANT 
Page Report not 


"Suppressed' 
porn of the Page Report 


on national savings may be ex- 
pected “shortly”, Mr James Prior, 
Leader of the House of Commons, 
confirmed last week. Replying to 
Dr J. W. Gilbert (Dudley, Lab.), Mr 
Prior said that there was “absolutely 
no foundation’ in rumours that the 
report might be suppressed because 
its contents were not to the Govern- 
ment's liking. 

It had been hoped that the report 
might have been generally available 
before Easter, when it was delivered 





Sir Harry Page 


to the Treasury (The Accountant, 
April 26th). Sir Harry Page, M.A. 
(ADMIN.), F.I.M.T.A., a Past-President 
of The Institute of Municipal 
Treasurers and Accountants and for- 
merly City Treasurer of Manchester, 
has already expressed satisfaction that 
Government ministers were taking 
time to study the report, which he 
said was a very thorough-going piece 
of work on the part of his committee. 


Further Assault on VAT 


BOUT 6,300 Customs and Excise 

staff are now engaged on VAT, 
Mr Terence Higgins, Financial Secre- 
tary to the Treasury, said last week. 
The duties of between 3,500 and 4,000 
of these officers would include per- 
sonal calls on businesses to check 
VAT returns. 

This information emerged in reply 
to a formidable catalogue of questions, 
mentioned in The Accountamt last 
week, from Mr Joel Barnett, F.C.C.A., 
M.P. (Heywood and Royton, Lab.). 
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Mr Barnett was also successful in 
obtaining an assurance that no Customs 
and Excise VAT staff would be en- 
gaged ‘wholly or mainly’ on checking 
accounts submitted to the Inland 
Revenue, and that VAT returns would 
not be checked 'as a matter of routine’ 
against such accounts. 

The shortfall of an apparent 400,000 
between the Treasury’s original esti- 
mate of traders liable to VAT and the 
number actually registering was at- 
tributed by Mr Higgins to several 
factors. The original estimate, on the 
limited data then available, ‘now 
appears to have been higher than the 
true figure’; there were also some 
30,000 individual companies which 
had been included in group registra- 
tions. Finally, the number of volun- 
tary registrations was some 160,000 
less than had been originally expected, 
‘though some of these may apply 
later’. 


Back to School for 
AICPA Defaulters ? 


YE-LAW revisions currently 

under discussion by the Council 
of the American Institute of Certified 
Public Accountants include powers 
to compel members whose technical 
standards have been called in question 
to attend specified professional de- 
velopment courses, additionally or 
as an alternative to disciplinary 
measures. 

As at present drafted, the revisions 
would authorize the AICPA's trial 
board 'to require members who have 
been found to have violated technical 
standards to attend specified pro- 
fessional development courses’. The 
ethics committee would also have dis- 
cretion, “in cases involving technical 
standards, to impose an administrative 
alternative of an educational nature, 
by requiring attendance at professional 
development courses, in lieu of refer- 
ral to the trial board’. 

A further discretionary power is 
proposed for the ethics committee, 
to administer an ‘unpublished ad- 
ministrative censure’ in cases where 
violation of the Institute’s bye-laws 
or code of ethics is not considered of 
sufficient gravity to warrant referral 
to the trial board. 

Changes in nomenclature are also 
contemplated, which would re-desig- 
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SET REFUND 





TIME IS 


REGISTRATION 





RUNNING OUT 


Selective Employment Tax 
ended on 1 April 1973. 


Your company or clients may be entitled to 
claim a refund of S.E.T.—if they are employers 
in one of the categories listed below; and 
provided they are registered for refund. 


If they are not already registered, their 
applications must reach the appropriate 
department not later than 30 June 1973. 

So, time is running out. If your company or 
clients fail to register they will lose the chance 
to claim their S.E.T. refund. They must act now. 


This is where to apply for details of 
registration: 
i. Employers in manufacturing, transport, 
fishing or extractive industries should apply 
to the nearest Employment Office of the 
Department of Employment. 
ii. Employers in agriculture, horticulture or 
forestry in England and Wales should apply 
to the nearest Divisional Office, Ministry of 
Agriculture, Fisheries and Food; and in 
Scotland to the Department of Agriculture 
and Fisheries for Scotland, Edinburgh. 


Make sure your company or clients don't miss 
their chance to claim their S.E.T. refund. See 
that they register now. Once they have 
registered, their claims for refund must reach the 
appropriate department not later than 30 
September 1973. 

Further details of registration and refund of 
S.E.T. are contained in leaflets SEPL. 1 (A Guide 
to Employers’) and SEPL. 17 (‘Final Refunds of 
S.E.T.’), available from any Employment Office 
of the Department of Employment. 


Issued by H.M. Government 





SPECIAL NOTE FOR CHARITIES 


England and Wales. Any charity wishing to 
claim refund of tax for the first time should apply to 
the Charity Commission or the Department of 
Education and Science not later than 30 June 1973 for 


a) registration as a charity under the 
Charities Act 1960. 


or b) acertificate of charitable status under the 
Selective Employment Payments Act 1966 if 
the charity is not required to register under 
the Charities Act. 


Scotland. Any charity wishing to claim refund 
of tax for the first time should apply to the Scottish 
Home and Health Department not later than 30 June 
1973 for a certificate of charitable status within the 
meaning of the Income Tax Acts. 


MEET THE SET DEADLINE 
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PLANNED READING and PERSONAL GUIDANCE 


are offered in 





GEE'S SUPERVISORY MANAGEMENT STUDIES 


General Editor: C. S. Deverell, M.A., B.Sc. (Econ. ), B.Com., F.C.I.S., A.M.B.1.M. 


SUPERVISORY MANAGEMENT STUDIES has been extended not only by the publication 
of No. 3, The Supervision of Production, but also by the provision of the training guidance 
service for individuals and companies mentioned below. 


The books so far available are: 


INDUSTRIAL RELATIONS AND COMMUNICATIONS 


Price £1-75 net 
£1-89 post/ 
packing & VAT 
(2p) U.K. 
£2-03 overseas 


by William Walsh, A.C.LS. 


The need to communicate is universal and millions of workers and management are involved in industrial 
relations. Mr Walsh's contribution is first a practical account of industrial relations today, seen through the 
eyes of middle management and supervision. Secondly, it surveys the problems of communication in an 
informal way. 


BUSINESS, FINANCE AND COSTS 


Price £2 net 
£2-14 post/ 
packing & VAT 
(2p) U.K. 
£2-28 overseas 


by C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C.L.S., A.M.B.I.M. 


The business side of industry involves decision-making and choice of economic activity. What is to be the 
size of the firm and its scale of operation ? Where does a firm get its capital for growth ? What can its account- 
ing system tell us of its health ? How can a grasp of management control techniques help supervisory staff ? 
How can we become more market-orientated ? What is required in successful marketing other than sales- 
manship ? 

The answers to such questions widen the understanding of the manager, whatever his personal responsi- 
bilities in business and industry. The author has covered them succinctly in his account of the business 
background to management. 


THE SUPERVISION OF PRODUCTION 


Price £2-25 net 
£2-39 post/ 
packing & VAT 
(2p) U.K. 
£2-65 overseas 


by R. H. Hoggett, C.Eng., M.!.Prod.E., A.I.W.S.P., A.M.B.L.M. 


The author covers the types of production, its planning and control, design, work study, stock control, 
plant maintenance, quality control and plant layout and gives an introduction to network analysis and 
operations research. 

His book is a practical and readable introduction to the fundamentals of the management of manufacturing 
activities which will be easily understood by non-specialists as well as those directly engaged in that field. 


A UNIQUE FEATURE OF GEE'S SUPERVISORY MANAGEMENT STUDIES IS THE 
PERSONAL SERVICE OF GUIDANCE ON MIDDLE MANAGEMENT AND SUPER- 
VISORY TRAINING AND DEVELOPMENT NOW OFFERED FOR THE FIRST TIME 
UNDER THE DIRECT CONTROL OF THE GENERAL EDITOR OF THE SERIES, MR 
C. S. DEVERELL, TO WHOM INQUIRIES AS TO TRAINING OR STUDY NEEDS SHOULD 
BE ADDRESSED BY COMPANY MANAGEMENTS OR INDIVIDUALS AT: 


GEE & CO (Publishers) LTD 
151 STRAND, LONDON WC?R 1JJ 


Publishers of The Accountant 01—836 0832 
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nate the AICPA's principal honorary 
officer as “Chairman of the Board of 
Directors” in place of “President”. The 
latter title, it is suggested, should be 
applied to the senior full-time staff 
employee, who is at present known as 
‘executive vice-president’. 

Subject to approval by Council, 
these bye-law revisions will be sub- 
mitted to the AICPA’s annual meeting 
later this year, and thereafter to a 
postal ballot of the membership. 


Boom in Prospect? 


RITAIN'S economy, according 
to the President of the Confedera- 
tion of British Industry, Mr Michael 
Clapham, 'after the longest and deepest 
recession since the war, is now going 
up like a rocket’. The nation now has 
the 5 per cent growth the Chancellor 
has been seeking, if not more. The 
upward turn in production is also 
reflected in the much increased op- 
timism reported in the latest /ndustrial 
Trends Survey, published by the CBI a 
few days after Mr Clapham's address. 
A balance of 41 per cent of the 
respondent companies report in- 
creased optimism about the general 
business situation; this is higher than 
at any time since October 1963. 
There has been a similarly satisfactory 
increase in the value of new orders 
and output. In particular, there is 
evidence that the recovery in the 
capital goods industries is now fully 
under way. 

Nevertheless, as Mr Clapham was 
at pains to stress, there remain serious 
doubts about the future. The main 
question is whether the Government 
will be prepared to pursue its current 
expansionist policy when the balance 
of external trade is likely to deteriorate, 
and notified vacancies for skilled 
labour begin to exceed the number of 
men available. 


The Professions in 
Europe 


OOD progress is being made by 
responsible Government depart- 
ments on EEC negotiations over the 
special position of chartered pro- 
fessional bodies, Mr James Prior, 
Lord President of the Council, said in 
a Commons written reply recently. 
Mr Marcus Worsley (Chelsea, Con.) 
had asked whether Mr Prior was 
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satisfied with the protection enjoyed 
in the European Community by pro- 
fessional bodies formed in the United 
Kingdom under Royal Charter; and 
that such bodies would be at no 
disadvantage compared with con- 
tinental bodies of similar character 
formed under statute. 

Mr Prior said : 'It would be difficult 
for me to make any general statement 
on this matter, in view of the widely 
differing circumstances of individual 
chartered professional bodies and the 
early stage of the negotiations. How- 
ever, I understand that good progress 
is being made by the responsible 
departments, and I have no reason to 
believe that chartered bodies will be at 
a disadvantage.’ 

Britain's access to the EEC has 
presented the original six member 
states — who, in twelve years, had 
failed to agree among themselves on 
qualification standards for several 
recognized professions, including ac- 
countancy - with further revisions of 
the European Commission's draft 
directives on the subject. Mr John 
Davies, M.B.E., F.C.A., J.DIP.M.A., Chan- 
cellor of the Duchy of Lancaster, con- 
firmed earlier this week that some 
people in the original Six were coming 
round to United Kingdom ways of 
thinking on professional qualifica- 
tions. 
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No VAT on Gifts to 
Charities 


ASH donations to charities, it has 

now been officially confirmed, are 
not regarded as subject to value added 
tax. Following anxiety which had been 
expressed in several quarters, HM 
Customs and Excise stated recently 
that there is no intention of cash 
donations being charged with VAT, 
nor does income from such donations 
have to be considered in calculating 
the taxable turnover of a charitable 
organization. 

Income from flag days and poppy 
collections will be treated in the same 
manner. Flags or poppies, it 1s stated, 
'are regarded as being given in ex- 
change for a cash donation, and not as 
a sale of goods by the charity con- 
cerned”. 


VAT Retail Schemes 


EVERAL amendments have been 

made to the special VAT schemes 
for retailers since these were first 
announced in August 1972, and a 
revised version of VA'T Notice No. 707 
is now available from HM Customs 
and Excise. In particular, retailers 
whose sales of zero-rated or standard- 
rated goods do not substantially ex- 
ceed ro per cent of their turnover, 
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Presidential Dinner. On Monday of last week, Mr Alan W. Nelson, F.C.C.A., F.T.I.!., outgoing 


President of The Association of Certified Accountants, gave a dinner at the Carpenters' Hall. 
Pictured, /eft to right, are: Viscount Brentford ; The Rt Hon The Earl of Limerick, Parliamentary 
Under-Secretary of State for Trade; Mr Nelson; Mr A. F. Tempelaar, President, UEC ; and Lord 
Kearton, Chairman of Courtaulds. The guests also included Sir Frank Figgures, Chairman of the 
Pay Board; Sir Louis Patch, Chairman, HM Customs and Excise; Mr N. C. Price, Chairman 
Designate, Board of Inland Revenue ; and Mr Michael Clapham, President of the Confederation 


of British Industry. 
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and who have hitherto been debarred 
from using either scheme 1 or scheme 4, 
may now be eligible to do so in certain 
circumstances. 

Special considerations affecting par- 
ticular trades are featured in the latest 
issue (No. 7) of VAT Bulletin, pub- 
lished by HM Customs and Excise, 
and available through trade as- 
sociations or from HM Stationery 
Office, PO Box 569, London SE: 
(sole address). Trades affected include 


. pharmacy, part-exchange dealing, sales 
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of debts, television rentals and motor 
vehicle conversions. 


This Takes the 
Parliamentary Biscuit! 


RIES of ‘Answer the question!’ 
are not unknown in the House of 
Commons if MPs suspect that a 
Minister is attempting an evasive 
answer. A quite astounding aon sequitur 
was, however, reported in Hansard 
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last week (Written answers, col. 344). 

Mr David Knox (Staffordshire, 
Leek, Lab.) had asked the Chancellor 
of the Exchequer what percentage of 
the national income gross trading 
profits were in 1964, 1966, 1970 and 
1972. Replying for the Treasury, Mr 
Terence Higgins said: 

“It is estimated that purchase tax 
collected on confectionery, including 
chocolate biscuits, in 1971—72 and 
1972—73 was {74:6 million and about 
47477 million respectively.” 





THIS IS MY LIFE 


Order of the Bath 


by An Industrious Accountant 


E decided to do up some rooms at home and the new 

bathroom splendour looked likely to show up the 
bath which 1s relatively old. So I went to the local shop for 
a replacement. I rather fancied sea-green with gold 
dolphin taps but after seeing the price-list I selected plain 
white. 

The shop manager explained that baths were in short 
supply but not to worry; he'd locate one right away. Sure 
enough, he rang some four weeks later to say he'd been 
lucky enough to get one. If I'd send the cheque he'd send 
the bath. 

Well, after the plumber got the old one out and the new 
one in, with considerable adjustments to the connecting 
pipes, we stripped off the labels and stood back to admire. 
That was when we saw the jagged crack under the oblong 
label. I contacted the manager, who referred me to his 
assistant. 

The assistant was aloof. Not his pigeon, he said; it was 
a matter for the manufacturers who's supplied the bath. I 
disagreed, so he offered (strictly without commitment) to 
ask the manufacturers” traveller to call on his next visit. 
Otherwise, no dice. 

Three weeks later the traveller — a nice chap — called, 
examined the flaw, and accepted liability — much to my 
relief, as I was conscious of unknown contingencies looming 
ahead, and anyhow a bath with a hole in the side was 
distinctly awkward. We couldn’t finish decorating the 
bathroom; it became annoying hearing our visitors chort- 
ling; worse, water leaked. 

A fortnight later the assistant wrote that the manu- 
facturers were sending a replacement, free of charge, but he 


couldn't accept responsibility for replacement costs. I 
phoned back to argue, but the assistant was on holiday and 
his deputy suggested that I write formally if I had any 
complaints. The shop couldn't accept cost of replacement, 
he said, because they'd often had disagreements over 
damaged baths and if they paid somebody they'd have to 
pay everybody. 

I wrote back to say their policy was neither equitable 
nor logical and surely they had a moral responsibility to 
pick up the tab if a customer was at a loss due to their 
supplying a defective article. No answer came back so I 
phoned again to send along the replacement and be finished 
with it. 

A new assistant answered. He sounded distinctly smug. 
Replacement costs could only be nominal, he began, and I 
remembered the three big plumbers manhandling the new 
bath up the stairs but I just said to send the replacement 
along. It was gone he answered ; another customer saw it 
and insisted on taking it. Their next consignment was due 
in three weeks, probably. 

I gritted my teeth, but I took the hint and protested no 
more. They held the trumps. Dante chose the traitors as 
occupants of the lowest terrace of hell but that was only 
because he'd never met bath-sellers. 
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The Institute of Chartered Accountants in England and Wales 


Accompanying the Report and Accounts for 1972 


HE annual accounts of The Institute of Chartered Accountants in England and Wales, for 1972, together with the 
report of the Council, were distributed to members this week. In his introductory statement, Mr D. 5. Morpeth, 
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President's Statement 


T.D., B.COM., F.C.A., the President of the Institute says: 


1972 has been a year of very considerable 
activity on all fronts as can be seen from 
the annual report. It is satisfactory that 
despite the inflation of the last year, rigid 
financial control has enabled us to show 
a substantial surplus for the year. How- 
ever, part of this surplus has arisen from 
the lack of success in recruiting additional 
staff for the "Technical Department, 
which is now seriously undermanned for 
the increasing workload being imposed 
on it. 

This department copes with a wide 
variety of activities from Accounting 
Standards to the Interfirm Comparison, 
and has considerable and increasing 
importance as a service to members and 
to the accounting profession, and must be 
brought up to strength as soon as possible. 
The development of the Technical De- 
partment is of major concern to the 
Council and of vital significance for the 
future. 

It is not surprising, in a period when 
important events are taking place which 
will create many changes in our society, 
that the Institute itself should be in the 
midst of change. 


Public interest 


An increasing interest is being taken by 
the public in our profession. 'T'he need for 
more sophisticated financial information 
is becoming more widely recognized, 
not only in industry, commerce and 
financial circles, but in central govern- 
ment, local government and by the trade 
unions. This together with the rapidly 
expanding use of computers, has and will 
continue to have a marked impact on our 
members. Not only is there an increasing 
demand for their services but there is a 
clear necessity to improve standards of 
technical ability for the future, if our 
members are to continue to satisfy the 
needs of those whom they serve, in 
whatever sphere they may be. 

'The Council has developed a compre- 
hensive scheme of education and training, 


Mr Douglas Morpeth, T.D., B.Com., F.C.A. 





part of which was approved at the 
September Special Meeting and part is 
being put to you for approval at the 
meeting in June. This programme, when 
combined with the ambitious and de- 
veloping programme of courses, both at 
Institute and district society levels, will 
greatly help both present and future 
members to cope with the technical 
developments and demands likely to be 
made on them. The implementation of 
the education programme and the con- 
tinued expansion of the course programme 
will be a major feature of Council activity 
for some years to come. 


Pace of change 


Such is the pace of change taking place 
around us, however, that we cannot stand 
still. We must strive to develop and 
improve, continually looking ahead and 
planning for what is likely to be required 
10 Or 15 years hence. 

To this end, the Council has recently 
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set up a forward planning committee 
(a “think tank”) which will be of consider- 
able relevance to all sections of the 
membership. Its task will be to identify 
what are likely to be problems both in the 
industrial and practising areas and to 
develop possible answers; to consider 
our existing objectives as an Institute, and 
to determine whether these are being 
achieved for all sections of the member- 
ship; to examine with an open mind 
existing ideas and activities in depth, to 
see the extent to which they are still 
relevant; and generally to try to foresee 
the challenges which will come upon us 
in the future. 

Included in the subjects which are 
already on the agenda for this com- 
mittee, are a study of the implications 
of the UK entry into EEC for the account- : 
ing profession, both in a national and 
European context; and a study of the 
relationship between our student organi- ——. 
zations, the [Institute and district societies, 
the result of which will, I hope, include a 
definition of what should be the objectives 
of students' societies in relation to the 
main objects of the Institute. 
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European relations 


The developing relationships with the i 
European accounting bodies both before 
and after our entry into EEC have shown E 
us the necessity of the accounting bodies 
in the UK being able to speak and act with 
à common voice. It is equally essential i 
that the accounting profession in EEC, 3 
as a whole, should speak with a united - 
voice on matters which are relevant to | 
its activities and future. I am pleased to d 
say that the Groupe d'Etudes which has 
been referred to in the annual report, 
has already begun to achieve a consid- 
erable degree of agreement on the 
fourth directive and other current 
problems. 

It is essential, however, that the Groupe 
should develop a closer rapport with the 
appropriate divisions of the Commission, 
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and that the Commission should be 
encouraged to pay more attention to the 
views of the accounting profession. 

The Institute will have to devote 
increasing time and effort towards achiev- 
ing the objective of closer co-operation 
with the other accounting bodies in 
Europe and together helping to mould 
the right company law and accounting 
regulations as well as the establishment 
of a strong accounting profession in 
EEC. 

It is not enough, however, that an 
accounting profession in any country or 
area should, in the increasing inter- 
nationalism of trade and commerce, only 


. look inwards. There has to be a develop- 


ment towards greater co-operation 
amongst the accounting professions in 
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countries throughout the world: there is 
an urgent need for greater harmonisation 
of accounting and auditing standards, 
and I hope that efforts will be directed 
towards that end, with our Institute in the 
forefront. 

This is the first year when the new 
election procedures for membership of 
the Council come into effect. One of the 
objectives the Council had in mind in 
adopting these was that greater participa- 
tion and interest in the affairs of the 
Institute and district societies would 
develop. 'The report of the District 
Societies Working Party emphasized that 
one of the main objectives of district 
societies was the development of interest 
and participation of members in affairs 
of the Institute and I hope that the next 
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few years will see considerable improve- 
ment in this. 

Further investigation of professional 
practices is likely to be instigated by the 
Monopolies Commission. It is important, 
in my view, not only for the future 
interests of our Institute, but also in the 
interests of society as a whole that we 
strive hard to ensure that we can retain 
and develop the qualities which have 
come to be looked upon as the hallmarks 
of a profession — integrity, technical 
excellence, and objectivity, and a willing- 
ness to give a service not only in one's 
own interests, but for the benefit of the 
community as a whole. Provided we 
continue to develop and keep pace with 
what is expected of us. I believe we have 
little to fear from any further inquiry. 
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Annual Report 


Extracts from the annual report of the Council to be presented to the 


ninety-second annual meeting of the Institute at Chartered 


Accountants' Hall, Moorgate Place, on Tuesday, June bth, at 11 a.m. 


ES UBSTAN TIAL progress has been made during the year with 
the continuing development of the programme for raising and 


_ harmonizing UK accounting standards. The Institute has also 


been heavily involved in the radical changes which are taking 


- place in the field of taxation, and in the problems raised for the 


profession by Britain's entry into the Common Market. The 
comprehensive review of education and training has been com- 
pleted and published. Several of its proposals are already being 
implemented. 


Institute finances 


The accounts for 1972 show a surplus of £231,000 compared to a 
deficit of £11,000 for 1971. This turn-round is due in the main to 
the subscription increase voted by members in 1971, the lower 
interest rates prevailing during the year and the rent received from 
letting all the surplus accommodation at Chartered Accountants' 
Hall and City House. During the year the Council has exercised 


. the most stringent control over expenses and this has also played 


a part in the satisfactory result. It must be said, however, that the 
failure to recruit technical staff is also a contributory factor. 

'The development loan has been reorganized on a long-term basis 
and the details of this are given in note 5 to the balance sheet. 
Members will be interested to know that Chartered Accountants' 
Hall has been professionally valued at £7,100,000. 


Accounting standards 


The first accounting standard came into force on January rst, 
1972. 

A Statement of Standard Accounting Practice on Earnings per 
share (M3) was published during 1972. Two further exposure 
drafts were issued: Stocks and work in progress (ED6) in May, 
and Accounting for extraordinary items (ED7) in July. The latter 
paper replaced Extraordinary items and prior year adjustments 
which had been issued in August 1971. 

In September a discussion paper, Notes on accounting for 
Corporation Tax under the Imputation System was published. An 
exposure draft on the subject is in preparation and is expected to 
be published after Easter. 


The work of the Accounting Standards Steering Committee is 
receiving encouraging support from many industrial and com- 
mercial organizations and other professional and public bodies. 
In many cases the recommendations are being adopted before the 
issue of the relevant standard. 

A great deal of the work of the Technical Committee has been 
devoted to the preparation of material for consideration by the 
Accounting Standards Steering Committee. 


Technical guidance 


Statements issued included Accountants’ reports for prospectuses: 
absence of detailed stock records (S18 — giving guidance as to whether 
reservations may be necessary) and Audit problems of the smaller 
company (U18 — outlining the particular problems of the small 
company audit, giving guidance on its conduct and the phrasing of 
the report). 

Other material published during the year included The survey 
of published accounts 1971—1972. The accuracy of profit forecasts in 
bid situations, by C. A. Westwick, both sponsored by the Research 
Committee, and Reporting by diversified companies, the fifth of the 
Accountants International Study Group's international studies. 

Assistance on technical matters has been given by the Technical 
Advisory Committee and Regional TACs. 


Taxation 


The Institute has been closely involved in various discussions with 
the Board of Inland Revenue and the Customs and Excise relating 
to the fundamental revision of British taxation law. These have 
included submissions on wider aspects of taxation policy, includ- 
ing the new Inheritance Tax proposals. A highly successful con- 
ference on Interitance Tax, held at Chartered Accountants’ Hall 
on November 16th, 1972, was opened by the Chancellor of the 
Exchequer. 

A considerable amount of time and effort has been devoted to 
consideration of the VAT proposals and to discussions with the 
Customs and Excise both before and after the publication of the 
relevant legislation. The effects of the legislation on the Institute 
itself, on practitioners’ own office arrangements and on the busi- 
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ness community generally were considered in detail. A series "d 
VA'T courses was arranged by the Institute throughout. the 
country. 2 

'The. Institute sponsored three new books explaining VAT, 
Corporation Tax and the Unified System of Personal. Taxation. 

In the field of direct taxation, the' continuing dialogue which 


` takes place between the allied accountancy bodies and the relevant | 


government departments on a variety of matters is extremely 
valuable. | 

The assistance given by Regional Technical Advisory Com- 
mittees and individual members in helping to prepare the 
memoranda of submissions to the Chairman of the Board of Inland 
Revenue on the Finance Bil 1972 and on general taxation. 
anomalies and practical diMiculties is greatly appreciated by 
the Council. 


V 


Local government audits 


Under the provisions of the Local Government Act 1972 mem- - 


bers of the Institute will become eligible to audit all the accounts 
of all local authorities. This is the result of protracted discussions 


which took place with the Department of the Environment on’ 


the provisions of the Local Government Bill affecting the choice 
of auditors. The right to audit GLC boroughs has also been 
restored to the private sector. 

These arrangements are subject to housing accounts being 
subject to District Audit for a period of two years in consequence 
of the introduction of the new ‘fair rents’ provisions, 

A meeting attended by 180 members interested in these activi- 
ties was held in June 1972 to inform them of the detailed audit 
provisions of the Bill and the associated technical problems. 


Interfirm comparison 


The- first report on the interfirm comparison organized by the 
Institute for members in public practice was sent to the 825 
participating firms. Between them these firms employed 26,000 
staff and had 3,300 partners. Their total fee income for the year 
under review was £84 million. 

Approximately 25 per cent of the. Institute's members in public 
~ practice took part. In its first year the scheme has achieved a great 
deal of support, and it 1s clear that ei benefit is being 

obtained from it. 


Europe 


Major efforts continue to be made to deal with the various 
challenges the profession faces on Britain’s entry into the Euro- 
pean Economic Community. Through membership of the Groupe 
d'Etudes des Experts Comptables de la CEE (a grouping of the 
principal accountancy bodies in the nine countries of the enlarged 
community) the Institute has contributed to discussions relating 
to harmonization of company legislation, the mutual recognition 
of qualifications, the liberalization of the rights of establishment 
and the provision of services throughout member countries. 

J. P. Grenside was appointed by the Council as the Institute's 
representative on EEC matters and, with the agreement of the 
other UK accountancy bodies, represents the UK profession on 
the Bureau Elargi of the Groupe d'Etudes. Extensive contacts 
have béen developed with community officials and close liaison is 
‘maintained with the Department of Trade and Industry. 

The draft EEC directives on company law have been based on 
the existing practice of the six and reflect legal systems and capital 
markets radically different from those in the UK. As work on 
these was well advanced by the time the UK, Ireland and Den- 
mark became members, it will not prove easy to modify the 
directives to harmonize these radical differences. 

'lhe reorganization of the committee structure and programme 
of work of the Union Europeenne des Experts Comptables 
Economiques et Financiers has now taken place. It is hoped that 
this will lead to an effective contribution by UEC- towards the 
development of the profession in Europe and the raising and 
harmonization of standards. 
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intemational relations 


Members át.the special meeting in September gave the Council 


powér to admit members of overseas accountancy bodies, subject 
to such terms and conditions as the: Council considered appro- 
priate, and provided members of the Institute enjoyed similar 
facilities in the overseas countries concerned. Procedures are being 
established to enable comparative studies to be carried out of the 
educational, training, ethical and professional standards of over- 
seas accountancy bodies with whom reciprocal membership 
arrangements might be implemented. 

The President, the Deputy-President, the Secretary and over 
one hundred members attended the Tenth International Congress 
of Accountants in Sydney in October. The Congress was highly . 
successful and was attended by over 5,000 delegates representing 
more than 50 accountancy bodies. D. D. Rae Smith, M.C., M.A., 
was the author of an international paper on 'Principles and prob- 


 lems in consolidation', and C. I. Brown presented one of the 


national papers on “Bases of accounting other than historical cost'. 

The organization and welcome provided by The Institute of 
Chartered Accountants in Australia and The Australian Society 
of Accountants were outstanding. The main message to emerge 


‘from the Congress was the need for greater harmonization of 


accounting and auditing standards on an international scale.. 
The President and Secretary visited Hong Kong and Singapore 
on their way to Australia and held receptions for local members. 


' They also visited New Zealand and Mexico on their return journey 


and had discussions with the accountancy bodies there. 


Public- relations 


Institute activities have continued to receive wide publicity in all 
media with particular coverage being given to the work of the 
Accounting Standards Steering Committee, to the part that the 
Institute is playing in the harmonization of European company 
law, and to the proposals for the development of education and 


training. The incoming President was introduced to representa- .. 


tives of the national, specialist and accountancy press at a lunch 
in June. 

The National Management Game, co-sponsored by the Insti- 
tute, the Financial Times and International „Computers meee 
attracted a record number of entrants. 

A review of the Institute’s public relations is being nade 


Membership and recruitment 


Membership of the Institute rose to 53,904 in 1972, a net increase 
of 2,245. Over 5,500 clerks entered articles in 1972, an increase of 
more than 800' over 1971. Eighty-six per cent of these clerks were 
either graduates or had at least two ‘A’ levels. UK graduates 
totalling 1,702 rose from 27 per cent to 31 per cent. 

Counselling visits to universities were re-commenced on alimited 
scale, and the role of the Institute in co-ordinating general 
recruitment activities and providing a counselling service was 


. further developed. 


The profession continued to be brought to the attention of. 
sixth-formers bv the Schools Business Game which attracts over 
3,000 competitors from 268 schools. ''he game received extensive 
publicity in the national, local and professional press. The 
Institute and the district societies continued to provide material 
for and assistance at careers exhibitions. 


y 


Education and training 


The comprehensive review of education and training was con- 
cluded during the year with the issue in May 1972 of the statement 


entitled “A policy for education and training”. Some of the pro- 


posals were approved by members in special meeting in September 


1972. The remaining proposals will be submitted to members at 


the special meeting in June 1973. 
The advantages of using a training record are being increasingly 


recognized and over 4,000 copies of the Institute's publication 


have been sold. Two training forums were held in London 
in October and November and were attended by partners, 
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SN 2 clerks. It is proposed to-hold similar forums in provincial centres , 
during 197: arid to develop training guidelines for. the general . 
- assistance. of members. © | 

¿Courses “designed , to keep accouñtancy! tüfors in: touch with . 


A 'special meeting of members helä on September ES 1972 
‘ aporoved with overwhelming majorities 17: resolutions. covering 
a. wide variety of subjects. Some of’ these: gave: effect to ' the 
‘recommendations’ of the. ‘Special | Committee: ori: Development 


s educational develo ments- in: the roféssion were agair ‘held’ in 

T 97 Bias P l em PESE i ) .; Policy and are of considerable importance to the. future. of the- 

| dc Pe ES m E P ; ee = WW a ud EC Pa + Institute, particularly the introduction of a system. for Council: 
- ms per rm LOMA oem ` mėmbers to be elected by regional constituencies ‘and reciprocity: 
: Post-qualifying — Ty M c NM ee OR membership” with the Scottish and Irish Institutes. Other’ 

. s " .'" miettersare referred to elsewhere in this ond undér international 
.. Phe, Post-Qualifying Education Conimittee was appointed duis 1 a ; 

; re atioris and education and training. : LET 
($7 19720 develop a draft scheme of tests of spécialist Knowledge and- . rs : po mes : e UE. 
RS Ji experiéncé upon which advancement.to Fellowship, would -be* MEC NEL. dn i n i 
Tus aris iene megane -t has also considered the requirements to be satisfied Cou neil membership _ bone 5 NR 
t +1 7 before a practising certificate will be granted... -: *- “J. F. Allan, of Liverpool, and C. roto: Sinith; M.A., LLB; of 


ae Amendments to the Supplemental Royal. Charter and byelaws * Bristol, retired from the Council during 1972: Mr. Allan had been 

r p - to permit ; the introduction of. these’ new requirements: «will be: de a Council member.’ since 1961 and. was -Vice-Chairman’ of several: is 

«>, considered at the special, meeting in June 1973. - " .» standirig committees. Mr Croxton-Smith was ‘elected :to the! 

-=> — «A consultative paper, “A scheme of tests.for Fellowship', has ‘Council. in., 1956,” served as President 1970-71," and had. been ` 
béén i circuleted to provide members with’. an “opportunity, to - Chairman. of: a “number of standing and special committees. : 

ds .'comment before, final decisions: aré taken on” how the proposed “Iwo new Council. members-were appointed ‘i in 1972. They ate. 
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IR. e ih should be ion id . ^. T C IPLE ME ¿A Green, of Liverpool and G. H.-Kingsmill, M.M.,-of Swindon. 
l m m | "M c ue c IX a - Council members devote a great deal of time to the activities o 
i "Ethics" 1. "CILE ME. ad nn E "ov Es e Institute and. on average they, attend a total of 33 Council; 
: ut ot l us s i^ '.".coramittee and. sub-committee | meetings a year.. .' t 
"An Ethics. ‘Conimities has: bead ibbointed to carry. out a funda- -The Council wishes to récord its- appréciation of tlie work put: in: 
z mental review of professional ethics and: ‘produce.a new code... by. huündteds-of-mémbers;as co-opted, members: of. committees; 


det - The Inves-igation Committee approved two-statemenits for pub-. " gub-conimittees arid working parties at the Institute and as officers’ 
lication and for inclusion in‘ the Members’ Handbook covering :: of district societies, .branches, and groups, and. regional technical 

D q l the position of the member, in commerce. and ‘industry, and - advisory committees. It is also grateful to many, other members. 

.. «announcements. of partnership” changes, E vumsigariatons .and who devote considerable time and enthusiasm. to Aeon the: 
, changes. of address. x aa NN c MNA ; work of the Institutes Sig ae (^A REI a A 
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E ; District societies. EX XD M d i . Disciplinary proceedings ~ Aus QE 


QU 


The final report of the Ad Hoc Working Party on. District CNN . Xf cecisions arising from failure. to pay aN are ignored, 
^; Organization (appointed in 1971) was approved*by the Council *-22- members were excluded, 18 reprimanded and: 4 admonished 
in'August 1972 and its implementation was discussed iri ‘Novem-.: . during the year. Of these 44 ‘cases, ‘5, arose from criminàal:convic- 
7 n berat the annual meeting between reprene of the Council, . tions. Of the 3 articled clerks who: wére declared urifit to become 


cju Pondotdietrict oe eles * members of the: Institute, ! P2 had: been. convicted. of ¿criminal | 
- 5. + The principal conclusions of the Ad. Hoc Working Party are. e E EUM < Er 2p AME NEU 
Coni * thát: E py d verres ee e NC E Ae iir 
B 16 The primary function: of. local organizations is to provide: - Examination results ` XP. " ME C a Geol 
P i E | (a) for che participation in Professional activities of. as many, . "7 5 E - Pass (r97i) ^ (Refer G 972): dal d$. 
o fnerábers as possible; m M dum i Eu Intermediate . sm 2,046 €, 675): . 497 ' (2 2 ,569- (2,342): 
(runs 200 (b) atmeans of. implementing the. Tostitute S policies at a. Final Parts 1 and’ i ae ee ee ey 
| rui vo 27* local level wherever practicable.. . 7 "e 4m. together c... a E x m 7 tm eo DC pu Q2 
Won dm | (2) The formation of new branches: and. groups hold. be. Part I taken: .,. e s. 7t 
4 E i ericoureged as a means of. developing participation. euer * ‘separately - pa, 199 (3,21 1) 518727 o 3 349. G, 396). 
e ON iS District societies with branches should. be organized on a l "Part I taken 5 i m | A 
NE. b + ‘federal ‘basis. whereby branches are given. proportional ^: ; separately .. 5 2,770 (2, 659) . igoz i o $263 Ga 
da A E representation on district society coinmittees.: w^. 
md a (4) In view of paragraph 3, the formation of: new small district: "Certificate i in , Management Information - 
we. Dass societies should not be encouraged. A : . Part 1 Joint Diploma in Management | 
Er "i (3) The financing. of district societies, should be PR «Accounting Services" : Pu d o S uh 
pas. T during zhe period 1973-75 on a two-tier system with à basic ` The results of the. joint examination hdd i in- October 1972 were 
TM : establisiment grant plus.a per papa Brant in espe of. "ns follows: . | ae 
Gu Ys fo in each area.. > | SD 2, e» i : * -Passe d e 1" ; | 
wn E | IMPRESS CR LM ULM E c a papers, |o 0. v 2 i 
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Passed ` (exam. in . 


m - Al trusts, are dow in the trustéeship of Chera Acéountants /; n Full ex am. . ~Z parts) 'R ned i. Failed. 


x Trustees Ltd. This has ‘made it practicable to corisider the income ~ pa ee ae 
vero = of the various trusts associated with the Institute as.a-whole-and. - ICAEW: mem ers. NBI d E C ee 
E .to' develop a: single plan to apply this effectively.. FI A Others A meu. QoS. $04 V 50 


e 


nS t sx, The Council greatly appreciatés the generosity of L. Lavy, who “Members of the Institute who. pass this examination are eligible 
. “has. made substantial donations to the Chartered Accountants to fróceed to Part IL of the: ‘Joint i Diploma on: satisfying. the 


NE E Trust for Education and Research to-provide bursaries for mem-. ES requirements s as to. experience. | 
' bers taking postgraduate: courses with. the aim of becoming E E a er d x F E 

; teachers, Five awards have been made for, 1972-73 and applica- nm O E x à die 
Lm E : Staff. a oF jets F y = 

|; "h tions have been invited for awards for 1973—74. 

' i --" At the end of ' 1972 the aggregate value of the assets of the trusts < The. total number of staff employed bpt the Institute at the end. of 
CET cippus was £8: 2 million. (1971 £ 5:8 ccu AU. 1972 Was 220. (an addition of 6 compared with 1978)... 
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: REVENUE: ACCOUNT. FOR THE YEAR ENDED: Bist, DECEMBER 1872: 
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TET -CASH' FLOW “STATEMENT. FOR /THE YEAR. . 


4972 ENDED 31st DECEMBER 1972. 
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! . i TI T : ME , i a a aa 
- Surplus.” ET AE. “Income: “eta Surplus ;. a 1971.. E XL M Dus 1972 =, 
Deficit | e i rd se ture ‘Deficit. | ` e'000.- PS EE Sse ey "£'O00 ^ 
- wA mo ty . : ' y e ' y ` d MM pr. 
"£,000-. Activities mainly finanéed by.’ £ 000°: 000 ` - ‘600! on IS eet. 
v `< income from members - ‘a ue doe eae d ' Sutplus/ Deficit ón revenue ` D 
AED v NA: ae ae. ‘11 account S . 2231: 
Accommodation and common ane INE NS. “i * 
office.services ' ge eee 52 © Depreciation ^ o 52. 
Less : amount allocated to c — Provision for building. maintenance ue 
S financing: activities and. members’ RAS Qu Te  Decreàse/Increase in net current x D. Si 
sei facilities ey. goth ky ee Pe Rue. ts T ;, 8ssets excluding bank. overdraft . (des du di 
f "m E i ; p 72 -and investments UY j 1 258- 
Pur Members’ facilities: | ad E a. NE C5 t. 5^5 BÁB 
Newsletter, members” meetings- 263. Proceeds from sale of investments 25 47^. 
A E. and annual report | A wen 2 se 
am : ES . 79 Proceeds: from sale: of Eileen "yug fe MA 
t - Library; Great Hall, Reception' a AIO 2^ * House laas € RS xu 
"E. and Members’ Rooms: Tg wu 434 118]; . 2 "MESURE SS 
LES de SECAS : M C - RC OR MN X . 287 Capital expenditure. "mM UE 
TE M a pe 2.716: 7. 167 ^ 151 SEO —Á P ie va e 
uu 2 oe Administration including audit m "m "s :24-.. Cash: surplus for the year | 562- 
vo’ cs com A Lm ict s . ge 
- 45129 fee £3,500 X LE £2 ,500) . — 134. 134 ; l pA cute. lames ` BEIM cU 
T ; i ] UAR E A 3 . O e E ox 3 
- Financial items: : : - US Ce 
L n d (d l Utilised as follows: ME of Uu EE 
an n eiu ; oe i . pode ck. nee 
oan and ba interest (note 1)” uM ' Development loan decrease] 





` Depreciatión on buildirigs and, > 


“equipment 





"500. 
524 Overdraft dscreaso/incréase E 


increase G ae 





Property. lettings, investment - U^ E LR de 1 P E 
, and other.i income: o P x 24. Reduction i in 1 borrowings, for the year 562. 
ge NN E uc e Eee mum woe . 2 — 
J e A j 4 , j 2 i 1 = E 5 i 
Less: ‘amount allocated to. Self. be b dpi tene td ic BR ey pere 
financing activities and members” Y INS: ue. . | E ee Tar 
facilities ' AA E e Y a 
: | E i + i i ? | 3 e 
“District. societies | | OE a í 
External relations. S ope EN MN “a a 
LE 7 afet x Ma Y M 
Members”. records ` ET EC y : ; n aa PA 
2 ‘Development of technical ES > ios A fen l ger R^ oes 
45.. standards . MT E 2 49 "^: 83 oe a 34. | i : a 
M y Maintenance of professional eee ee, wees, ES i S 
, 7 .23  and.ethical standards : ot go x 28 7 i AN a 
o. uen $e Articled clerks recruitment. M s 3T 20 =. | l mE | y Pia | 
| 822. _ Total. a AL 477 1894 ^. 717 pe dio E Lor m de ebat ee 
E p rd ug i - Ah" um .. y ht R 2 > t 3 i r . i i.t gr E 
SNAM ws Self. -financing activities : FUR eh Boe ae b » NR. T e 
: ^ c" . - . S f ; 2 " 2 E . ` A : 
: 2 E ‘Accountancy Oe ne a jud 23 V WS9 . motes to- revenue account’ and. cash How: 
ic c Post- qualifying examinations a 2: 5 e. * statement. for the year ended ost December | 
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The item Loan and Bank Interest includes £23, 000. 


oO wm: 





legal and professional charges, incurred in renego: - ZI 





4 
a 3. Restaurant: and Catering c commission E 8 M. E e una the al loan. Se, o i The a 
i 2 19 “Total: o Aes E ,431 43b ~ 4 $ ' Note 2 , 3 d "S ‘ d i P t: 2 p p 
"v ugM _ Total. E - E 608 ^ 1,329 <. 721. |^ Asurplus of £19,000 (1971 £24,000) on the Student’? 
T mur UM IS NA Vtg gu BP a. 2 ¿“and Examination Account has been transferred to- ul 
d . Income fr om members ` dong mur s s ‘the Chartered" Accountants Trust.for Education and, 
3 VEM ae VM ‘Research. Funds held by the Trust on this: account“, 
830 feés £58,000 (1971 £52,000) 3952'.. m . 299 are éarmarked for use on student and examination  -- - 
; cara LT E activities. ` - Ho tS xU or 
P i Total income. and erperiditüre 1,550. .1;329' | M F T" "NEC 2n 
. ’ ! . IAE E DNE — —€— EU Mee : ECTS : . A y 
"n ‘Deficit "M: e ‘Surplus for the year. O: E VL 231 `. Note SU d dei us 
A o6 i= 2 TP Ur ~E Salaries arid rélated ' employment costs for 1972 
. A profit oh sale of investments of £20, 000) has been credited to the. accumulated fund " amounted to, £508,000 oe, WE the 1971. 
- and not to revenue account: ee v ces WM oe > figure of £486, 090. UMEN E ee Qd! 
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Establishing Accounting Standards 


“Netherlands Study Group Reports. SR cM ps 


bl 


iy Our Netherlands Correspondent. 


The Netherlands, hase Serono profession is one Ef the most advanced in Europe, ps Mod ud. 
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has had since 1971 a measure of statutory control over the form and content of annual PE 03 
accounts. The "Accounts of Enterprises Act' does not resort to detailed prescription, but. =, oF " 


` stipulates that accounts are to comply with acceptable. standards. | E "T me 
. At the invitation of the Netherlands Government, a joint study group of employers' E xi es dd 

M organizations, trade unions arid the Nederlands Instituut van Registeraccountants was set’ | Reo 

œv, up to examine standards of financial reporting, and has issued two reports. Our Netherlands. 
l correspondent, . in this article, comments on some of the study group's latest recommendations. 


Views of interested parties will be welcome at M vRA, re Box 7964, Amsterdam 1 011. dd p - 


p * / 


HE Netherlands: Annual Accounts of Enterprises Act’ 
does not ‘provide strict regulations -on the: aa: of 
. valuation. It merely states, as a general rule: 
“The bases underlying the valuation of assets and liabilities 


: and the determination of the result shall. comply with stan- 


dards that are ad as being dd ia in economic and 
social life.” - 


c Dunne the ‘course of D gcnus review: and debate, 
. the Minister of Ecoriomic Affairs suggested that organized: 


. business life in co-operation with the accountancy profes- 


sion would accept the obligation to make an inventory of . 
tioned in order that the annual accounts shall present 


the standards used in economic and. social life, and to test 
| those standards agairist what, in their opinion, might be 
. deemed acceptable i in’ the present social: esien 


$23 : 
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“deine etüdy as T E rr MS š 
. Accordingly, à joint study was demi by representa- 
` tives of the Council of Dutch Employers' Federations, the 


policy committees of the trade unions and the Nederlands 
Instituut van Registeraccountarits. In December 1971, the. 


af first joint publication ‘was issued, dealing: with participa- 


: tions, inventories and long- and short-térm. liabilities. A 


* second report, published last month, makes a.number of 


. significant recommendations on valuation of fixed assets, - 
en accounts receivable, capital and. provisions, oe 


v. "E 


End assets . y o Na 


Historical cost, asta basis of fun of fixed assets for 
: balance skeet purposes, is not acceptable without further 


E = qualification If the purchase dates from a more distant 


' past, histcrical cost presents too.many defects, and addi- 


— tional information has to be given — for instance, by means * 
. of: revaluation on the basis of current. values :of several 
items in the balance sheet. 


Among difficulties identified by. the PM committee are 
: that revaluation in the balance sheet is not compulsory and 


‘that information on current or actual values may also be 


r 


given in: he explanatory notes to the annual accounts. 


"They find no compelling or desirable ap for the use; 
of insured values in this context. ' 
Significant differences Bryce the historical cost and. 


x 4 


~ 1? 
i » - x - - 
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current values of fixed assets affect not ois the bilis 
sheet, but also.— by reason of the depreciation provision ' - 


' the profit and loss account. Therefore the difference ir 


depreciation amounts has also be to shown in such a case 


r 


y 


: Accounts: receivable 


Regarding accounts-receivable, the committee points ou 
that the specification in.the Act is not exhaüstive; if there 
are accounts receivable other than normal trade accounts 
thesé should .be mentioned separately. Claims agains 
shareholders are given as an example of'items to be-men: 


true and fair view.. ee 
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Capital | 


. In the section ón. companies” “capital, the- committee dis- 
- cusses the question whether all increase and decrease of tht 
‘capital shall be shown in. the profit and loss. account o» 


whether some-items-can be taken directly to reserves. The 
committee does not advocate the latter method — “reserve 
accounting'— and considers it justifiable only in excep- 
tional cases : for instance, financial reorganization, reductior 
of capital, nationalization, adjustment of ‘tax provision: 
following’a change in the rates, abnormal extensive losse: 
through Jawsuits, and single charges for the improvemen 
of pensions. In making these statements; the committe: 
has abandoned the point of view expressed ina 196: 


report of the Council of the Dutch Employers? Federations 
and endorsed views held abroad in this respect [for example 


in the UK, ED7 ‘Accounting for Extraordinary Items' 
The Accountant, July 6th, 1972]. 
This subject has not been dealt with exhaustively and thi 


' debate continues on the admissibility of reserve accounting 
. for such items as differences in exchange rates within th: 


corporation, cost of re- “organization, or goodwill arising or 
an a a , ES ES 


| \ 
General considérations: = <3 
In treating the ‘subject i provisions, the. joint report X 


limited to general considérations, such as the desirabilit 


of making a a clear distinction; between reserves (as part 0 
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Before April 1975,all "m will [Please sendmea copy aby your booklet 
have todecide whether to operate a - | BeRecognised" 

Recognised Occupational Pension Scheme - [Ñame 

for theiremployees orto include theminthe - Pon 


OH — eX 
T + a ^. 

dex ^ n * . zv 

MESS Dune ggg Ho tenia d 

qM tM "om Tu 

PELO sx x Bon 


Government Reserve Scheme. quem 
This may bea difficult decision and. ir i : l | 
require skilledadvice. s 7 ` d: 
Asone ofthe] leading pensions offices | 
witha specialist pensions organisation Fost to: The Sad Life anes Company, 


throughout the country we areabletohelp. — Pensions Department, POBox No4, Elliott House, 
We have prepared an Mind Hillside Crescent, Edinburgh EH7SEN. A3. 
bookleton this subject and will be pleased to 
send youa copy; without obligation. | STANDARD LIFE 
Established 1825. Assets exceed £[000000000, 
Head Office:3 George Street, Edinburgh. 


Branches throughout the United Kingdom , 
andthe Republic of Ireland. i ' ZB 
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Miny dated a Rawe Dare reese | UNCERTAINTY AND ALARM 


Moorgate Station) provides details on jobs, prospects and 


client firms. Consultants are always available to discuss - m 
your re eement and to offer expert advice. OVER THE R ATES” 
FREE LISTS OF VACANCIES ^e ("THE TIMES" LEADER, 7th FEB. 1973) 


RATING REVALUATION 1973 


will be posted to you or you can drop i in and - without any 
form-filling ~ study the classified registers. Over 500 vacancies 


formen | | NORMAN HIRSHFIELD RYDE & BROWNE. | 


Public Practice: L. Kelleher, 01-628 4550 





More than, 300 -Professional firms utilize our services in Consultant Rating Surveyors 
engagement of all grades of staff from Articled Clerks l d 
to Partners. potare: U.K.- - up to £5,000; ese upto . rdum copa e E . 
£10,000. , . In 1846 Edward Rydefounded his practice and handed down through 
‘Commerce and Industry: R. Thornhill, 01-628 8860: ; his son and grandson a tradition in the, principles and practice 
. Vacancies cover the whole range from Trainee to Financial f of rating valuation which has been maintained to the- present 
Director. Salaries: up to £7,000+. > . : day. In its sérvice to industry and commerce the firm continues the 
" Temporary Staff: M. Farrer, 01-628 0391. . tradition under its rating partner MrJ. W. Ballantyne, PF. R.I.C.S. 
Terms are better than is usual for temporary assignments. (Special Rating Diploma) and his staff. 
EMPLOYERS: Our register of candidates lists hundreds of. | cR a 
accountants we have interviewed in depth, and perhaps one : 
E MA is the mea yon n IS find out ring me now and . 83/85 GEORGE STREET, PORTMAN SQUARE 
S et you ow wit the hour. : : 
R. Thornhill, 01-628 8869 LONDON, W1H 6AL 
RICHARD OWEN ASSOCIATES pmo: 
, Box 23, 47 Finsbury Court RATING & BUILDING SURVEYORS 


Finsbury Pavement, London EC2A 1HT  . . AUCTIONEERS & ESTATE AGENTS 





E 
B 
` ~ - * n - 
` , 1 t t+ 4 r “ A 
> - t $ - E x x ^ te 
e É 
4^ * e $ - ` s ` ds © vro. n ^ p x $ n - ANE . 
. ` - + ^ ry z ` a " Y y A = + r : 

no 1 cs ES à P E ; DO. & M c ao 

` r l diio 


mero 5f. e x «ACCOUNTANT € As: 7^. MaS 10th, 1973 


? "ns RA A E à A A " . Hr * a 
z ` * ka iS . * e n " g we 
. ` 





| THE SOCIETY oF COMMERCIAL ACCOUNTANTS — 
, i | | PUDE ind guarantee) ` 


F 
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was astablished: in 1942 to- provide a professional organizatiort for accountants: and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the |f 
SPP problems 000 to the design and use of accounting procedures in the service of management. 2 


- 


Membership is obtainable by examination only. The evilabus has been developed to: meet the needs of 
industry as distinct from those of public practice. The commercial accountant must bea specialist, trained in 
business for business: his function i is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. EN "E 


ER . Detailed syllabuses and further information as to eligibility for Registered Studentship. (or, in the case of 
qualified Or, idas: accountants, Senior Registered Ae) may be obtained: from the pecan at 


; " » 
bs . 


PI TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. ^ 


+% 





de s _ Accountancy Tuition by the Metropolitan College for Examinations. d. 


J. Dip. M.A. thè Highest award. available to T 
| Accountants In Great Britain .. S 


Certificate i In. Management bold - 


The Joint Diploma in remonte Accounting Services (promoted and ‘Data [M — Information and the Use. of ° =e 
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by the thre2 Chartered Institutes and the ACCA, ICMA and IMTA) is 
for the purpose of improving the standard of Management Accounting 
Services which the profession can give to industry and to provide a 
qualification for accountants in. industry and those acting as con- 


 sultants, to industry, the possession of-which will Indicate the: 
holder is: woolly qualified. by experience and by examination in this ` 
field. The Certificate in Management Information (sponsored by the. , 
Institutes of Chartered Accountants in England and Wales and in — 
ireland) is for the purpose of encouraging study In the increasingly . 


important field of Business Administration and Organisation. 


The subjects of examination for the J. Dip.M.A. Part |, and C.M.L, 


for which the Metropolitan College provides expert postal tuition, . 


are: Business Organisation and Administration, fee of Systems 


x 


. B. ‘Mendes, B.Sc.Econ:, F.C.A., (Dept AT), Metropolitan 


you ore interested. 


Analytical and Statistical Techniques, Financial Management and the 
Use of Accounting' Information, J.Dip.M.A. Part Il examination 


comprises a thesis and a viva thereon' and Is open to candidates who. ' 


have passed Part l'examinatlon and have at least five years qualified 
experience. Those who qualify for the Diploma. have the right to 


use the designatóry letters; J.Dip.M.A. 


Examinations -are held annually, each d in Lendon: Man- ` 


‚chester Glasgow, Belfast'and Dublin E 


Please write or full particulars. to The Principal, 


College, St Albans, stating ‘the examination in which. 





te 





__- Accredited by the Council for the Accreditation of Correspondence Colleges 


f 


Member of the Association of British Correspondence. Colleges 
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the company S own capital) and provisions which a are part 
of the liabilities, It is opposed to” writing off expenses ' 
against reserves, even when the latter have been specially 
created ~ e.g., a so-called ' reserve for new construction. 
proj jects’: . 

. The committee is of opinion that not every uiicertainty - 
in respect of the future justifies creation of a prov mgn. 
` They make two requirements, to wit: 

(1) that provisions shall be related to specific risks and not to 

normal trade risks; and, 

- (2) that these risks shall be in existence at balance :sheet date 

and cannot be precisely ascertained. 


Consequently, it is not possible to create provisions: for 


us 
i 1 
+ 


TES usual advice: given to bouse. purchasers i is to botrow 
as much as possible, even though it may be possible. 
- to pay a reasonable amount of capital. This advice, which: 
. has been shown to be correct on so many occasions in the, 
past, is based on the fact that it;should be possible for 
capital which is free, rather than being locked up in the 


house; to earn, net 'of tax, in terms of interest and capital - 


‘appreciation; more than the net interest payable in peepee 
of the house-purchase loan. 

. That is fine for someone buying : a house but, whén, a, 
mortgage. has been running for some years, almost certainly 
. there. will be an appreciable amourit of capital locked up 
“in the house. In the first place, sorie repayments of capital 
will have béen made— or payments, will have been made to. 
an endowment assurance policy. Secondly, the house will 
have appreciated in value since the loan was arranged. - 

Despite the general shortage.of fünds among building 
societies, there are facilities whereby a house purchaser ^ can 
pay off an existing loan, and obtain a much higher loan 
' based on the current value of the house. In this event,- 
naturally, some of the fresh loan will be used-to repay : 


the'existing loan." There should; however, be a worth-while : 
. death, not less than the required OO value will De 


margin between the two, and this can ns used for invest- 
ment purposes. ` 
In some cases, it 1s suggested that it : should be applied 

-to the purchase of a property bond. The practical effect of... 
this arrangement is that.a much higher loan is negotiated 
in the light of the current value of the house, and, almost . 
certainly, this can be invested so as to provide a net 
réturn. which will be significantly greater than the net 
-interest which will have to be paid to service the loan. ` 


Non- profit policies . ! | 
Generally, the funds for the fresk mortage come from 
an insurance company, on the: understanding that an ` 
- endowment policy will be arranged with tiecompaiy SO as, 
_ to repay the loan in due course. 
-A point which needs to be watched in this connection is to 
make sure that the insurance company does not insist on a 
. non-profit policy being arranged for thus purpose. Insurance l 


7 - 


EOum 20-4 o 


o. " # 
- = ‘ 5 
— va ^ t 


baa di may ensue Tona activities to Be undertaken 


within the framework of a planned diversification pro- ` 


gramme but not.yet started upon. Neither should they be 


created for price and rate risks iri connection with stocks p 


and currency positions, if at the balance sheet date these 
positions could have been covered or ascertained without . 
excessive cósts and within the framework of the a saa 


“as a going concern. ~< - 2 
. Provisions, as in the case of bier items in the aaa 
- sheet, must bé the subject of a systematic and: consistent 


policy. Arbitrariness' in the creation. and valuation of. 
| provisions conflicts with this ` view, and is therefore ` 


~ 
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` by Our Insurance Correspondent | 
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- 
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Advantages of Re-mortgaging | 


companies are particularly a anxious to build up their non- ` 
profit business and, in recent years, there: has been a 
tendency where possible to dictate that only a non-profit 
policy may be taken. | | 


~ 


One can appreciate the concern eb insurance companies 


about their non-profit business. Thére has been’ a steady 
decline i in the amount of this business transacted i in recent 


years, despite the fact that rates of premium have become . 
. much more competitive. Insurance companies need non- 

profit business, ‘since’ this is one of the sources of profit - 
which is so essential to maintain bonus rates for :with- 
profit policy-holders. If non-profit business should suffer : 


too much of a set-back, = could well be reflected, in. 


EN 


bonus declarations. _ ei 


‘For many companies, the en has not been madè any 


easier by the introduction of bonus-reinforced policies. | 
Essentially, these are with-profit policies, taken out for a . . 
guaranteed sum, assured which is much less. than the re- 
quired maturity value. Nevertheless, provided bonuses are. 


maintained in the future at, say, 80. per cent of their 


current rate, the required maturity value will be achieved. . . 


In the meanwhile, there is a guarantee that, in the event of 
paid. ` 


required value at maturity will not be achieved; in fact, 
there should be a "worth-while tax-free surplus for the 


policy-holder. In many cases, premiums for this. type of ` 


policy are lower than for.a non-profit policy which guaran- 
tees the figure required at maturity. - 


By no means all insurance companies are prepared. to 
provide funds for re-mortgage purposes. One of the reasons `, 
for this is that there has been a tendency in recent years for 


insurance companies to withdraw from the private house 


mortgage market; their attitude has been that it has been - 
possible to earn better rates of interest elsewhere, while : 


incurring, much lower administrative expenses." Further- 


t 
. 1 


With this type of contract, there is little risk that. ‘the: 


more, there has been the drawback that, ‘by. providing - 
loans at fixed rates of interest, no increase in the rate, of : 
interest can be chargéd when there is a general increase . 
, D 1 i í - . . 
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„in. oa ii rates, (On the other. hand, if there i is, a. ai: 


oe , reduction in market rates, insurance companies may find 


- that loans are redeemed, and fresh loans aré arranged 
^ elsewhere at lower rates. QU 
. "Generally, therefore, at present, "funds: forre- mortgage. 
' ‘purposes are being offered on a quota basis by certain 
companies to selected insurance brokers as a facility. For 
` instance, where a broker has placed a substantial volume of' 
annuity - business, with a particular « office, that broker may . 
. have come to an arrangement for a proportion of the. pur- 
chase money for the annuities to’ be available for re- 
mortgage purposes. | 
Since funds for ré-mortgage purposes are' not readily 
enini insurance companies can be quite strict over the 
- conditions which they lay. ‘down. For instance, with one 
arrangement, it is a' condition that a: loan' will not be 
. provided z Zor more than;75 per cent of the current value of 


.the-house. There is an upper ‘limit equal to twice the house `- 
» purchaser & annual salary, and this: is applied strictly — 


irrespective of the level of a wife’s earnings, which are not 
taken into account in establishing the;amount of the loan. 
"With this scheme, the ‘period of the repayment. must 


» _ not be longer than twenty-five years, or extend beyond the. 


age of 65. 
Those conditions can be considered gv reasonable, 
^ though i in some cases it may be possible to obtain rather 


í E : « easier terms. Naturally, however, with this type of scheme, 
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one of the most important aspects. is the rate of interest 

which is charged in connection with the loan... 
Originally, the rate of interest varied according. to tlie. 

v type of policy selected. to repay the loan. For instance, the 


ES 


increase quite substantially ~ both i interest pàyments ahd 
life assurance premiums. ‘This, however, should not be 
"considered unreasonable. ‘Almost certainly an’ individual 


“has experienced’a significant increase in salary since the. 


first loan was arranged. Furthermore, these payments are 
fixed so that, in the future, they should represent a steadily 


decreasing proportion of the individual's i income. 
y 


Reduced outlay - E E : e 
In some cases a house purchasér may not be prepared to’ 
meet the higher monthly outlay required ifa re-mortgage 
is arranged, despite the capital appreciation which could 
be obtainable if the balance of the loan is well invested; 
On-occasions arrangements can be made for the monthly’ 
outlay in connéction with a mortgage to be reduced. ^ .; 

It must be stressed that by no means i$ this possible on , 
every occasion. In the main, this saving in outlay can be 
achieved when, at the moment, a repayment mortgage isin 
force. The building society in question may be prepared for : 
this to be altered to a standing ‘mortgage, to be repaid. by: 
means of a bonus-reinforced endowment policy. 

: Perhaps understandably, about half the building societies, 


sich may bé approached in this connection will not 


agree to this change. There are various reasons for this 


attitude. In the first place, they never have liked .endow- 


. ment policies. at all. There are still sóme building societies 


in this’ category. Or, perhaps, ‘the’ building society is. 
opposed to the idea of bonus- reinforced policies — although: 


"it appears that thé. majority. of building societies. which’: 


have accepted endowments as collateral in the: past have- 


. no objections to bonus-reinforced policies. Apart from that . 


' Jowest' rate of interest applied if à non-profit ‘policy was , 


taken, siüce, as mentioned, insurance companies are. 
anxious to attract non-profit business. Now, however, the . 


„rate.is around 10 per cent, whether a non-profit or with- - 


-profit policy is taken. Incidentally, in the case.of a, with- . 
. profit policy, “the contract must be arranged for. the ‘full 
“amount of the loan outstanding at the outset, despite the 
+“ fact that the maturity value should. be well in excess of this 
“in view of the bonuses which can ‘be. expected. Clearly, - 
' there could be a much lower monthly outlay if a bonus 
" reinforced policy dd be Eee. This may be sp 
: with some cfhices, E 
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High maturity value .. . 


- A. further, choice is that an equity-linked policy can be. 


taken. Urilike most such policies, this has a relatively high . 
:guaranteed maturity value. As a result, the premium for a 
given sum assured is appteciably | lower than fora with-profit 
policy. In this'case, if the loan, is arranged for investment 


“purposes, the same rate of 10 per cént applies. One of the 
‘drawbacks to this type of policy is that it'may.happen to 
. fnature when equities are at an unusually low level — in 


'. which event the overall return from this contract. might. 


‘not be as high as it could be. 
^ In some cases, it is a stipulation that the balance of the. 


loan, after“the original loan has been repaid, must be. 


E invested i in; say, a property bond issued by the company. 


' invested: elsewhere, or used for other purposes. . 7“ 


P i : ` 


' Even in. this. case, however, there is no obligation to leave 
..the mioriey.invested in this way. It can be withdrawn and. 
x: dependants. Tt would be Ancluded i in. his estate for estaté 
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understandable disinclination to'convert a‘ mortgage, some 


building societies do not want to: become involved in the 
administrative detail of a change, or are anxious for the: 
capital to be repaid to them as quickly as possible. ^ >». 


In other cases, whether a building society will be agree- 


able or’ not may very well depend ‘on whether the branch ` 
in question has exceeded its quota for mortgages linked to 


endowment policies. For instance, in one area, the branch’ 
of a. particular -building society may be able to help,- 
whereas this may not be the case in another. part of the : 


country. 


Generally, for it to be eos to show a saving T 


"switching from one kind of mortgage to another,, there _ 


needs to be about fifteen years to run. A point not always . 
appreciated by those cónsidering changing in this, wáy is 
that, although it may not be possible to make a very sub- 
stantial saving .in monthly. outlay by using a` bonus- 


reinforced policy, there should be a worth-while tax-free. 
surplus from the policy proceeds after the loan has been ~ 


repaid. In some cases, it is here that the greatest advantage. 


“willbe seen: . A 


~ 


Furthermore, there is the point that life cover is provided, 


„with this method. This, however, may not be all that signi- - 


| ficant, since the cost of decreasing t term insurance may not be 
very great. Nevertheless, it does mean that, if a mortgage . 
protection policy has been arranged and is maintained ‘in’: 
force, then, in the event of premature death, the proceeds. 
from that, policy would not have to ‘be used to repay the 
Idan, but would be -available for the house. purchaser’s 
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E T breakdowns i in their inus hors to shareholders. 
.. To cite a few examples from 1972 reports, Amax spells | 
out the salés of its main lines in metals, fuels and chemicals, . 


. and shows the earnings of its six lines — revealed,. however, 


before allowing for income taxes and extraordinary items. 
W. R. Grace provides a particularly clear analysis of the 


. sales and” earnings of its chemical, mineral, cónsumes-gopds, 
. and other major products. 


Kennecott, on the other hand, dile in detail the 


progress of its metal, coal and related activities, but gives 


~~ no guidance (apart from a broad geographical breakdown) . 


AE TER holding its first official meeting with the 28- 
member "Financial Accounting Standards Advisory 
Council and staging a 1 ,300-guest 'charter banquet' at 
New: York's Waldorf Astoria, the Financial Accounting 
' Standards Board is off to a most auspicious start. In its 
ao new headquarters in Stamford, Connecticut — 


v 


about. one hour outside New York — its staff of some 70.. 


experts is already assembling, and a director of research has 


been appointed. During eS the first seven subjects for 


review were announced 


- 


Foreign exchange: 


The most topical of these is the translation of: foreign 


exchange, which is to be studied by a task force headed' by 
Mr Donald J. Kirk,.a former partner of Price Waterhouse 


- & Co: The definition of materiality will be studied by a 


task force headed by Mr John W. Queenan, retired 
managing partner of Haskins & Sells.and a member, until 


its demise to make way for Phase Three, of the Federal' 


` Government's Price Commission. 


Mr Walter. P. Schuetze, formerly a partner of Peat; `. 


Marwick, Mitchell & Co, has been charged with a study of 


accounting for leases — a particularly important topic at a. 
time when this form of financing is growing rapidly, partly 
- because of the attractions of the traditional off-balance-sheet 


method of handling leases. Mr Schuetze's attention will 
, also have to extend to the problems of reserves accrued for 


self-insurance against casualties, lósses on teen opera-. 
: tions and other such extraordinary items. 


Not.all the seven members of the: FASB -are former 
. practitioners, however, and it seems that the outside 
experience of other. members ' will be especially valuable 


to the Board as it settles down to its first study projects. 
start-up, 


Accounting for: research and: development, 
removal costs and the like has long been a controversial 
matter, and.a task force chaired by Mr Robert T. Sprouse, 
- formerly a professor of-accounting at Stanford, California, 


will conduct a technical study of the subject, No doubt . 


because of the particularly difficult issues involved (‘Ac- 
‘counting for Oil’, The Accountant, March“ist, 1973), the 
problems of accounting for exploration and development i in 


the oil business are not, for the time being, included in the : 


technical agenda of the FASB. 


Particularly timely is the study now to be E on 


reporting the sales and earnings of the main types of busi- 
ness conducted by the fast-growing body of conglomerate 
" companies, and of specialized companies that are seeking to 


^ improve their profitability by branching out into new 


industries. Reports to the Securities and, Exchangé Com- 
mission already require product-line breakdowns, An in- 


creasing number of companies have taken to providing. 


^ 


A 


of how much each activity contributes to sales and earnings. | 
Among consumer-service companies, American Hospital 


. Supply is also somewhat uninformative. Its report describes 


the growth of its nine major markets — in medical, dental. 
and scientific supplies, which together raised 1972 earnings 
to a total equivalent to nearly {14 million - but gives no: 
clue (apart from a simple geographical breakdown) as ‘to. 
the relative profitability of the nine markets. 


"The challenge of drawing up guidelines on is | 
reporting has been thrown to Arthur L. Litke, the most . 


recent arrival at the FASB headquarters. As the former head | 
of the Federal Power Commission's Office of Accounting .. 


and Finance, Mr Litke's experience has been in govern- - 


ment rather than industry or practice, but he has expressed - 


strong views on many of the leading professional problems ` 
of today. The conclusions of his task force on product-line 


accounting will no doubt be influenced by his conviction 


that, for regulatory as well as other reasons, financial `. 
. supported - E 


statements should make “proper disclosure . 
by properly segmented ane detailed records". 


Reporting standards 


The most fundamental and probably also the most time- ` 


consuming of the priority studies to be. undertaken by the 
FASB will attempt to draw up a set of standards to ensure 
an adequate quality of financial reporting. Mr Robert M. 
Trueblood’s committee of the AICPA. (The Accountant, 
September 7th, 1972) has already been working in this” 
area for nearly two years. The importance attached to it 1s 


.now underlined by the appointment of Mr Marshall S. 


Armstrong, Chairman.of the Board, to head up this study; 
he will be assisted by all six other members of the Board, - 
including Mr: Robert E. Mays (formerly Controller of, 


Exxon), who will not take up his appointment until June - `. 
making him the last of the seven to arrive in Stamford. - 


The urgent need to maintain quality was stressed at the - 


charter banquet in New York by Mr Reginald H. Jones, 


chairman of the board .of General Electric, who spoke of . 
financial statements -having to indicate pié written . 
between all the lines’, 

His speech was given a ring of unde d irony by the - 


fact that it followed by only one day the suspension of trad- 


ing in Equity Funding on the Stock Exchange. This West ` 


Coast insurance company has since then been providing 


daily headlines with charges-that it forged bank statements, 
filed non-existent policies and even counterfeited share and 


bond certificates in its own print works close to its head-. 


quarters at Century City, Los Angeles. Yet its latest annual `, 
report, showing a turnover equivalent to more than £s5o 
million and a growth of more than 40 per cent in annual 
profits, contains the usual clean auditor's report. ' 
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Presidential Address eX the 


Certified Accountants held their 


. 68th annual general meeting in London : 


ruris In the course of his address the 


A President, Mr A.-W. Nelson, F.C.CAA., 


ORELI., said: 


the report already contains explanations 
. of most of those items on which you might 
. otherwise seek clarification. It is heces- 
- ‘sary, to observe, however, that while our 
surplus is. in all the circumstances not 
^ unsatisfactory, it 1s, at the same time, not 
` to be regarced with any particular degree 
` of complacency. In fact, it is only too 
: clear that for the current year it will be 


^ significantly less. This .is because 1972" 


+. has been, and 1973 will be, a period of ' 


mg 
, 


+ 


“investment, the benefit of which cannot, - 


7 in the nature of things, be expected to 


- become apparent much before 1974. 
. This investment is in ourselves and our 
intentions 'znd I wouid like to point out, 
as an earnest of those intentions, that we 
have not only implemented virtually the 
whole of the proposals contained in’ 
;.Future Plans [The Accountant, January 
~ 14th, 1971]; we have also added to them 
"' certain new activities of a kind that should - 
< prosper and should in due course coti- 
, tribute to our well-being; both financial 
- and otherwise. But it seems. inevitable: 
that things will get rather worse before . 
.' they get better, but as long as we all 
' know that end understand the reasons for 
‘it; we can face the immediate future with 
^ some reasonable measure of equanimity. , 
_ It is admittedly an added anxiety. that 
. during the current year many goods and 
” services. are bound, to rise in cost. This 
. will happer- for reasons: that are entirely 
- beyond our control. Nevertheless we 
. shall exercise all such: constraints as are 
; reasonably consonant with our plain duty - 
to maintain the activities of the Asso- 
ciation at the level you are: entitled, to 


(t Pee. 


V Manborship: growth 


.Rather mcre than 700' new members 
joined: the Association last year. While 


s 


EMBERS of The Association’ óf 


I am. not proposing (tubas on any +. 
detailed commentary on the accounts; 
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Mr A. W. Nelson, F.G. D.A., ETI | 


this is about the right number to maintain 
:normal and healthy growth, it is still. not: 
a matter for excessive self-congratulation. 
. Frankly. I think that it'should have been 
more, though we can all derive a. modest 
satisfaction from the thcught that theré | 
are another 700 graduates in the pipéline - 
who have passed the whóle of the profes- 
- sional examination and are now in course 
of completing. their periods of practical 
'training.. 

. Membership growth is, of. ‘course, 
' directly connected with examinatión pass 
rates. My predecessors in office have ex- 
-plained to you in past years that we have. 
devoted much time and effórt to a study”. 
of this.subject. For many years, pass rates 
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are in [all honesty unable to take the view 
that + either” of them was’ particularly 
«difficult or differed much in standard or 
content from previous papers. Yet the- 
results, were quite appalling. We -have . 


‘ consulted. the examiners. We have moni- 


.tored their marking. We have asked for. 
their explanation. They have advised üs.. 
that, so far as they are concerned, the 
reason for the low pass rate in these 
papers was ‘simply that the candidates 
did not . know sufficient about either 
subject. 


io E " 


No pass rate regulation 


We are; of course, regularly accused ‘of 
regulating examination pass-rates by 
reference to some preordained percentage, 
. wish to reiterate — as‘: many of my 
" predecessors have already-done in past, 
years — that there is: absolutely no sub-. : 
stance’ in such an accusation. Passes” 
-depend solely on the marks obtained and . 
you have my solemn assurance that any ` 
student who obtains sufficient marks will 
secure a-pass, however: high the pass: 


rate may prove to be. In our view no other 


= 


approach is remotely defensible. 
It is, of ‘course, true that we suffer the” 
~ disadvantage of not making personal 
contact with many of our students. One. 
of the few opportunities we have to meet ; 
them is at the Students? Week-end School 
at: Oxford. The Vice-President and I, 
and other members of Council have re-. 


'have been lower than they should be; not - cently attended this year's school and, . 


only that, they have also varied in a "way . 
that is very difficult to explain. We liave 
wondered whether the fault was ours and ` 
we have taken. ourselves to task in the 
most ‘uncompromising way. We have 
devoted much attention to the question 
papers to ensure that they are not pitched 
-at too high a level and that they are ' 
expressed in the simplest and clearest’ 
terms. We are perfectly satisfied that they 


meet all these criteria — and yet results . 


continue to be less than satisfactory. 

In the December 1972 examination, the . 
results in advanced costing and executor- 
‘ship were ‘exceptionally bad.. We have 


AE 


Z 


, carefully- scrutinized ‘bcth papers. We 


* 


- 


tioni. Some 11 years ago. 


as on past: occasions, we’ were mud 
impressed by the quality of the students: 
attending. | can assure’. you that .the' : 
Week-end school is hard g going. Thestud- > 
ents are kept at work the whóle time, and 
there are few, breaks except for meals. 
From what. we saw this" yéar, I shall be 
very surprised indeed if the greater part. 
of those attending are not successful -in 
their examinatioris — and they deserve to 
be. Which provides me with a welcome - 
opportunity once more- to express- to | 
Mr`D. R. Dawes and- the members of. 

his Committee our grateful thanks for ` 
their work on. this project since its initia-, 
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` those members of the Association who 
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of course, that this is an area beset. with 


Community. . : 


roa 
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bei of M Ue in’ the’ presenta- 
tion of .company.-accounts that is in 
advance-of many of the other countries 
‘of Europe. Yet the terms of the: draft ` 
'. diréctives are 'such asto require. us. to 
revert to standards of ‘presentation that 
. we have long since abandoned as, in- 
adequate. ‘It is necessary for us to' "say 
-this in'the plainest possible terms, and 
we have done so..In this we have the 
support of the Department of Tradé and. 
Industry, and I hope that the Department 
will maintain an uncompromising view on 
this particular matter. à 
-As new boys-in the- Community, we 
cannot expect at this relatively early stage ` 
“to throw our weight about too much, an 
we must be prepared to make certain 


“Technical activities. 


Our technical. activities. have enlarged 
significantly during the year. We have, ' 

of course, continued:to participate in, all 
those matters in respect of which joint 
submissions have been made to Govern- 
ment by the allied accountancy bodies. 

-. At the same time we have embarked on 
certain other activities as. well. We have, 

- for instance, considerably. extended the. 
' opportunities available to mernbers for 
post-graduate training. 

. We already enjoy an ed high 
reputation for our specialized technical 
, publications. We have now decided to 
venture into the related- field of.more 
‘general technical publications. We realize,’ 


dangers for the uninitiated and I can 
assure you that we shall,move with 
extreme caution. Nevertheless we believe 
that, given the necessary measure of:: 
'prudence and sound commercial 'sense, 
there are opportunities. here to enhance l 
our- reputation and at'the same time; to 
reap a modest return on our investment. 

I would not wish to leave this subject 
"without, expressing on behalf of the - 
- Council our most grateful thanks to all ` 


nature — if that is essential in. ordér to 
reach à: common. understanding. But, if 

progress means anything at all, it surely 

means taking the best that each country 

has.to. offer and seeking to amalgamate it 

into a comprehensive whole, rather than 

to reach some dismal compromise that 
: really satisfies cios 


The sadder b 


The Budget this year has been déscribed 
as'à holding operation. Beyond the fact 
that it implements the far-reaching 
decisions of last year, this is I suppose 
fair, for it contains ‘no startling new 
measures. I cannot really find it in me to, 
‘complain of this, for I, have long felt * 
, that the annnal pré-Budget blues which : 
afflict the entire. country are a far from 
healthy phenomena. 

` The Budget is, we are. told, one of the 
instruments for the management of the 
economy. At -the risk of appearing 
square; I have always felt that important 


assist us with our technical work. It _ | 
involves much time and trouble on their. 
part and wé appreciate the help so readily 
given. At the same time, however, I am 
bound to add that. there is room for a. 
great many more such helpers. Over the 
last few years, my predecessors in ‘office 
have” regularly appealed for volunteers in 
this connection but 1 am obliged to report 
"to you that the response has been not 
_ merely. small, but almost unnoticeable. 
I am going to repeat. the appeal and to 
suggest that all members should’ ask 
themselves whether they are in fact. 
discharging what I. would, suggest is. a 
positive duty to the, Association to: place 
their services. at its ‘disposal i in whatever 
. field — technical or otherwise — they are ! 
best qualified to assist.. 


fhat it should be unobtrusive, firm and — 
 efficient.' a 
The Chancellor, I felt, indulged ' in à 
good deal’ of ballyhoo on the: subject 
of what seem to be described as 'savings 
EEC draft ao ve Bx -related share incentive schemes’. I am 
.. .- never able to understand why govern- 

Since our , accession - to the Common 
Market, a new range. of technical activi- 
, ties has operied up for the profession as 
a whole. This is in connection with certain. 
draft directives produced by the European __ 
Economic Commission for the purpose of . 
harmonizing national laws, "within the ` 


ments, are so timorous when. it comes to 
savings. Their ideas rarely go beyond 


Now there is. some further relief for 
-those who invest im their ‘employing 
companies. What a welcome, relief. it 


Several’, draft - directives have been 
issued - which are designed to develop 
common principles for the presentation 
of company accounts. The objective is 
admirable, but the ‘common. “standards. 
proposed are disappointing and .even 
alarming. `i 

dn this country we can fairly claim a 


1 


scheme for stimulating earnings through 
-savings. banks and Building societies © 
could have been extended to unit trusts 
‘or “blue chip? Stock Exchange invest- 
ments. ‘This would surely tend to build. 
up a^stronger capitalist democracy and ` 
would be'a welcome boost to wider. share - 
ownership. — l - 


concessions — 1 hope of a very limited 


characteristics of good management were . 


the savings banks, or building societies. - 


would have “been: if, say, the existing: 


Aéknowiedgemetiis, 


The duties of the Presidency. grow, more 
onerous every: year, and it is only those, 


+ with resolution and a substantial measure p 


of: physical endurance who can hope- +0... 
cope with them. It has been, for M 
wife and myself, a year of the most , 


, intense. activity and I believe that .it.. 


has fallen to my lot to travel further i in: 
the service of the Association than any 
other President. `” > 

Nevértheless it has been a sourcé: ofi. 
“much satisfaction and^pleasure to. dy ` 


* 


Wife and me. We have had the oppor- .. 


tunity-of meeting many members of the 


Association both in this country andin- 


many countries overseas .and we have, ic ‘ 
"hope,.been instrumental in cementing :- 
relations both with them and with the” 
professional. bodies in thosé countries. 

‘I need hardly say that little of -this' 


sold -have been achieved without the z 


support and practical assistance of ‘my: ' 


colleagues on the Council, nótably that 
of my. Vice-President, Mr T. Ò.’ We - 
Newman. Both he and. other members. 
of Council' have deputized for me when; 
conflicting engagements” prevented . my. 


' own presence on various occasions, and I 


sincerely appréciate their support. 

. A more ptivate expression of apprecia- * 
tion is, due to my wife whose, home life. . 
for the past year has been entirely | 
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disrupted by constant travel. Yet 1 have ae 


had her constant support and assistance, 
without which my own commitment 
‘would have -been doubly difficult. to 
discharge. 


Encouragement and support. 

As you ‘all know, I am a practising 
member and it will: be quite .evident. 
‘to you that it would. have been, totally 
impossible for me to have assumed the * 
office of President, or to have discharged 3 
its numerous functions, without the ' 
' encouragement and ‘active support of ,, 
my partners. I am more grateful to them  : 


for this:than I can easily say. They. have -` 


accepted without complaint or demur 
.the ‘additional responsibilities and in- 
creased work occasioned by my frequent 


ments, -especially Conservative govern-. and prolonged absences from the practice, 


and it is a matter of real pleasure to”. 


me to acknowledge publicly: the: very - 


great debt that both I and the Association: 


owe to them in this respect. I thank them ^ . 


sincerely for their ungrudging support 
and loyalty. >. 

Finally, I would like’ to acknowledge 
the help'and support that 1 have received 


from. our permanent secretariat and ~ ` 


staff at- headquarters., This frequently 
goes beyond the normal calls of duty, 
and I would like them to know that their 


services are truly appreciated | by: the- ` 


‘Council and by'members of He Assücia- 


' tion generally. - "ib cd 





'. Bačeiórship: Right of Set- ott e DE. e SES 


LE RECEIVER for debenture-holders, as ‘equitable’ assignee’. 


of the: debtor’ s rights, is in no different or better Position : 


E Pa . than. the debtor. i iri relation toa right of set-off. 
2 floating charge i in ordinary form in favour of a bank, owed. C Ltd- 

E RUE o 124 for goods sold and delivered. This debt/was still unpaid on 
"UU - "October 2ist, 1971, when the bank appóinted a receiver e the 
~ floating charge crystallized, . 


| * goods valued at £159, and these were delivered on November 
de ` ard — ite.,:after commencement of the receivership. € claimed - 


Pe E n set off the earlier debt of £124: against this: transaction, and.. 
‘tendered £35 in settlemént; the réceiver disputed the. set-off ~ 


ok fa, 


“on the grounds that C's indebtedness of £159 aróse,on:delivery - 
- of the goods after. the floating charge had crystallized, and was 


A 
es 


` ‘lization. ôf the floating charge operated: to assign to the bank.R's 

| y - rights under the contract of October 197r with C; ‘but those 

227 rights were always subject to. C's right to assert that, ‘since R | 

| RP - owed C £124, a payment of £35 would settle the account. The... 

> "> debenture kolder —;the:bank — as an equitable assignee could * 
"i “not be in a different or better position in that regard than‘R itself. 


' Rother Iron: Works. Lid v. D Precision Engineers Lid: 


= (9731 1 AIL ER 899. in s 


Employment: Date: of Termination * ie 
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JR Ltd; whose undertaking and assets were, o subject to E 


therefore. ore of R’s assets subject to that charge. ^. / ] 
= The Court of Appeal, affirming a decision of the Canterbury: l 
` County. Coùrt, held that the set-off should be allowed, Crystal- a 
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“Upon rM Or df any j attempt t to. ‘conceal pos hiin his riglits ud 


_ the Act if his notice had rún its: full’course. An. employer, it was. 


he:d, could quite properly: use “lawful persuasion’ with the i intent .. 
` (as here) of terminating an embarrassing situation; though the” 
- Caurts would alWays look closely, at any grounds for suggesting : 
thet an agreement. had been procured by’ deception or improper 
s pressure. 77 ub E 
Les o, Arthur Greaves Ltd (L973 2 ‘All ER an) JE 


L 
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- Contract: “Condition” o > ee Mc a od x 
"HOUGH use of the ‘word-‘condition’ in: a formal: contract | 
"presumes a term whose breach. creates a right’ of repudiation, , 

“the Courts.will-nót' accept this interpretation where it produces . 

a ‘result so: unreasonable that the parties could not have intended 

“it, E! there'is some, other possible and. reasonable ‘construction... 

S, a German company, entered into a written agreement' with. 

W. Ltd whereby W was granted sole rights for the. sale. of S's* 

- products in the United’ Kingdom. It was, expressed as a ‘consi 

dition’ of the agreeínent that W.-would make weekly calls, by"; 


dl identified - representatives, on‘ certain specified «customers; the . 
3: ¿3 Between October 4th and 18th, R lad contracted to o sell to C= 


‘potential number. of such calls, over the term. of the agreement,” 
would -have run into thousands. Some calls-in: fact were not. 
- made, and S; relying: on this, sought to repudiate the agreement; , 
Ey a majority (Lord Wilberforce dissenting), the House: of 
Lords held that S's claim’ failed; Although 'use of the word.” 


condition” indicated that the relévant clause of the agreement: ’ 


had a special significance, to read it. as meaning that failure to; 
make one visit out of thousands. gave S an immediate right of” 
repadiation was.so. unreasonable that the. partién, could not have ’ 
intended i uy 

E. Schuler AG v. Wickmai Machine Tool Sales Ltd (gral; 
2 All ER 39)»: I3 a S, 


~ 
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Winding- -up Blediton:: ‘Just nd Equitable’. 


LLEGATIONS in support. of a petition for Mund: 

,winding-up of a company must be sufficiently particularized - 
“to. enable other interésted parties’ to know the case: that they” 
will have to meet; and the evidence'they should: file in order to: . 
“meet it. "The Court has jurisdiction to strike out a petition which: 
^, {inter alia) may embarrass or delay a fair trial or which in any 


P | UTUAL agreement Detwéen employer. arid ¿ipldyee d to" other way, is an ‘abuse of the process ofthe.Court: . ^ 4. + 


p i }terminate an employment at a date earlier than-that speci- 

E | ë fied in a previous notice is not ‘dismissal’ within the meaning of. 
“section 23 0: the Industrial Relations Act 1971. 

- L, a former chargetiand ' and foreman; was. promoted to the 

A of works manager. This appcintment unfortunately - 

2 „Was not a success, and on October ist, 1971 he was. given. six: 


e P ‘months’. ‘notice of termination of his employment, expiring on 


: March 31st, 1972. He was, however, prevailed upon to finish . 
his employment on January 28th, on which date he réceived - 


"two months’ gross -pay for: the: months of Febrüáry and March, 


^ together “with his accrued, holiday ‘pay-entitlernént, and also his 


e f Ey Insurance card and Form Pas; Subsequently he 


< claimed compensation for unfair dismissal ünder sections 22 and 


v “106 of the Industrial Relations Act. =; ` 

C" + Unfair dismissal; it has been decided [see, e.g., Earl v. Slater, 

^." The Accountant; Maich 1 sth] is a new statutory right of action; 
separate’ and “additional to the existing common. law ‘rules on 
wrongful 'dismissal. However, as the National. Industrial | 
„~ "Relations Court found in this case, L’s-contract of employment . 
¿ ihad been-terminated by agreement on January 28th, 1972,"and. 
“icc "there was no ‘dismissal’ within the meaning, of the Act. Further, 


ide: E employment was on, January 28th, "whereds sections 22 and. 106 ; 


“of the Act ‘carie into force only ón- February 28th. — ^^ sss 
In finding. that. L was: ‘prevailed upon"'to léave earlier than” 


X. 
- 


e a “March 3Ist,, the NIRC saw no. indication of i improper pressure , i 


.G, one of two diréctors, and equal shareholders of W Ltd; 
i for the company to be wound up. An affidavit i in’ 


' support of the petition asserted: that. differences had arisen’. 3 


between the petitioner and her`sole.ċo- director, D, which they” 
had found it impossible:to compose' ‘and made it: impossible fòr 
ther to ágreeupon the future conduct of the company’s business... 
- Neiher G nor D had been appointed chairman of W Ltd; so 
that neither had a casting vote. In these circuínstances, Gs: 
afficavit claimed: “There is deadlock between the two directors 
` of tie company ‘and it has .therefore become: impossible , fo^ 
‘conduct the busiiiess of the company. In the circumstances it is 
justand equitable that. the company should be; ‘wound ùp’: 
D contended, principally,. that, G’s petition should be struck’; 


r 


"out as embarrassing: in: particular, the vague and generalized . 


. allegations of ‘differences in relation to the mode of A 
the.compaiiy’s busiñess” were. not-particularized. 

Striking out the petition, . ‘Plowman, J, said that D- had ` not. 
beer. informed of the precise. nature of the casé which he had'to:^ 
:meez; forall that the Court knew-of the matter; D- might ‘wish to * 


“show that the ‘differences’ relied ‘on’ by G; for jristance, were. 
, entirely ‘due to the’ ‘petitioner’ SOWN intransigence, ‘and that in ' 
‘i even if L had been dismissed, the effective: termination; of his : 


such circumstances it would be neither j just'not equitable to make | 
a wiading-up order. It was.not the law that, in the;case of dead-~ > 
Jock between: two, directors. with no. ee yote available,” a 
pu was inevitable, + ` l ESS 
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FINANCE AND COMMERCE 
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dT have been many and major changes in what is now 
| d the Lex Service Group in recent years but there has been no 
change in the vigour of the organization's expansion and the 
growth in its funds, turnover and earnings. And the vigour is 
still strong since the chairman, Mr Trevor Chinn, in introducing 
the 1972 accounts stated that management accounts for the first 
quarter of 1973 showed results well ahead of the same period of 
1972. That applies throughout the varied-sectors of the organiza- 
tion and Mr Chinn said that “subject to there being no great 
change in the national economic environment we look forward 
to another successful year’ — how that~word ‘environment’ 
crops up everywhere. l 

Since 1966 Lex turnover has risen from £23,756,000 to 
£131°73 million. Trading profits have risen from £402,000 to 
£8,059,000 and as a percentage of capital employed from 8:9 to 
14:9 per cent. Pre-tax profits rising from £292,000 to £7,352,000 
have increased from 11:8 to 25:2 per cent in terms of return 
on shareholders’ funds, and basic earnings per share have 
advanced from o-g2p to 10:96p a share. 

Inflation accounting applied to Lex's figures would show that 
Lex, in terms of keeping on the right side of reducing purchasing 
power, has done remarkably well: But during this period there 
, has been a major change in the make-up of Lex as an 
organization. 


Highlights 
The directors' report shows the 1971—72 breakdown of turnover 
and profits like this: i 
Turnover and Profit ‘ Turnover it 
1972 1971 1962 1971 
£000 £000 £000 £000 
Vehicle distribution and servicing 117,862 101,980 6,408 — 4,57 
Hotels and travel 7,821 3,470 772 (13) 
Transportation, freight handling and' vehicle " 
leasing (0424 3,041 505 99 
Personnel services 1,832 2,834 283 293 




















Property income less outgoings 260 300 
interest payable fess receivable ; (822) (917) 
Internal rents fess Group overheads — , l 6 46 

7,352 4,382 








The 1972 profit for: : 

(a) Hotels and travel—includes the trading profit of The Carlton Tower Limited for the 
whole of the year, The hotel, which was acquired with effect from 1st January 1972, 
made trading profits of £821,533 in 1972 compared with approximately £675,000 in the 
year prior to acquisition. 
The operating expenses of the holding company, Lex Hotels Limited, are deducted 
from profits in the statement above. 

(b) Transportation and freight handling—includes the trading profit of Wilkinson’s 


Transport Group Limited from 28th September 1972 which was the effective date of. 


acquisition. Trading profits in 1972 were £628,092. of which £187,140 is attributable 
to the post-acquisition period. | - 


‘Highlights of the year’ on the first page of the report and 
accounts puts the year into this perspective: Py 
1972 1971 95 Change 


Turnover (£ thousands) 131,729 3-18-0% 
Pre-Tax Profit {£ thousands) 7,352 4,382 . +680% 
Pre-Tax Margin . % 

Earnings per Share 


Basic 10-96p 9.15p +19-8%. 

Diluted i - 10-56p 7-48p +41-2% 
Dividend per Share 3:295p 3-125p 5-495 
Shareholders! Funds (£ thousands) 29,570 25,392 +16:5%, 


` Cars, carriers and hotels 


The year's results include contributions from The Carlton 
Tower for the full year, from: Lex Hotels (Baltimore) from 
January 6th, 1972, and from Wilkinson's Transport Group from 


- 
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- Lex Service Group Expansion 


September 28th, 1962. Mr Chinn points out that excluding 
those acquisitions and their associated interest costs, pre-tax 
profits were £6,520,684 — an organic growth of'43 per cent. 

Boom conditions in the car trade saw Lex's new car sales 
totalling 72,469 and used car sales 6,715: Volvos are major 
business for Lex and a large-scale investment programme is 
underway to cope with plans to import 25,000 Volvo cars this 
year against sales of 21,129 for 1972 and 15,857 in 1971. British 
Leyland distributorships also figure high in Lex's calculations. 

Wilkinson’s Transport Group bought last September is one 
of the most successful companies in express parcels delivery and 
this has been identified as a major Lex growth area. ''ownsend 
Carriers, the parcel delivery service of W. H. Smith, has been 
bought this year. | 

The year 1972 marked the first Lex yearas hoteloperators.'l'he 
Carlton Tower, London, the Friendship International, at 
Baltimore Airport, and The Whitehall Club and Hotel in ` 
Chicago have now been joined by the 7oo-room ‘Heathrow’ 


: hotel — ‘a four-star transient airport hotel which will operate.at 


the top end of the market' with comprehensive conference 
complexes attached. 


" Finances raised | i 


The Albany Travel organization is part of Lex, and Lex 
Personnel Services is in the employment agency business — 
profitably after considerable re-organization. That included the 
sale of 28 Conduit Bureau branches, the closure of another 
18 and the transfer of the remaining 15 to St Paul's Employment 
Agency, which has produced. pre-tax profits of some £250,000 


‘over the last three years and is already showing potential for 


considerably higher earnings. ; 
Lex also has some'key investments such as a 15:54 per cent’ - 


„stake in The Cavendish Land Company which has a property 


portfolio approaching {50 million. Lex holds 49 per cent and 
Cavendish 51 per cent of Alextown Properties, a company 
constituting the vehicle for joint development of properties | 
where potential:exceeds the value to Lex as a trading site. Lex 
also holds 1,477,509 shares in Berry Wiggins & Co. 

Lex capital structure was changed during the year with a 
45,400,000 rights issue of 8} per cent warrants-attached Loan _ 
stock, a 30-year £2,200,000 mortgage loan at 9:85 per cent 
arranged with the Royal Insurance Company and a ten-year loan 
facility agreed for £3 million with County Bank on a roll-over 
basis with the object of funding hotels being built at Stratford- 
upon-Avon and Gatwick Airport. Borrowings from a consortium * 
of bankers organized by Bankers Trust International have been: 
reorganized to allow the conversion of half a $12 million loan 
into sterling. 


Confidence 


Mr Chinn says: “We have no doubt of our ability to maintain a 
substantial level of profit growth from our motor vehicle 
interests over the next three to five years. Our problem has been 


- to identify opportunities suitable to Lex that would assure-us of 


a longer term continued growth.’ 

The hotel industry is considered to fit 'ideally the shape of 
the business activity” that Lex were searching for. Business 
structure in hotels is considered 'very similar” to that in vehicle 
distribution. 
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A cause 
. clients will | 
uu understand - 


~ 


T You vE never had anything, you never miss it. 


But if you've known a reasonable standard of living, i Hague 


the horror of reduced circumstances. 

We help people who have practically nothing — except 
' memories of happier times in a happier age. 

Mány of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can.there be than giving another 
elderly person something to live for? 


DISTRESSED GENTLEFOLK'S 
~~ AID ASSOCIATION - 


VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W8 4AQ 


“Help them grow old with dignity” 





LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS - 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office reguisites 


READY-MADE COM PANIES 


f 


` . ` 
- 


inclusive 





38/40 FEATHÉRSTONE STREET 
LONDON EC1 


01—253 2977/8/9 and Telex 262687 
- 01-251 0344 (7 lines) 
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You could have these letters 
after yourname — 
With SOA guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way to 
the top is wide open. 

We're now offering you a home study course with an 
important benefit: a course with a guarantee backed by our 60 
years! experience of successful coaching for professional 
accountancy examinations. Many thousands have already 
passed their exams using School of Accountancy courses — over 
30,000 successes in Chartered Accountancy examinations in 
England, Scotland and Ireland including 219 first places, 188 
second places, 189 third places and over 300 other awards. 
Last year many of our students re-enrolled. for further quali- 
fications after passing their examinations — and many more 
of our enrolments were entirely the result of recommendations 
‘from further SOA students., Once you've experienced success 
through SOA, you'll realise there's no reason why you can't 
go right to the top. 

With the School of Accountancy you study in your own 
home, at your own time, at your own pace. All material. is : 
specially designed to develop individual potential You are 
coached by tutors who are highly qualified experts in your 
field. You will be guided through the course and the model 
answers, step. by: step — and given vital advice on exam 
techniques. / 

Find out about the School of Accountancy. Fill i in this 


coupon and send it off today — your first step on the road to. 


Success. 


Your way to success starts here! 


AA EN 


Post this coupon today to: 
| The School of Accountancy & Business Studies, - 
107a Regent House, Stewarts Road, London SWS 4UJ 
Telephone: 01-622 99111 
or 107a Regent House, 341 Argyle St., Glasgow G2 8LW 


| | 
i Telephone: 041-221 29265 ) | 
| Subject CBAR | 
| NAME ~~ | 
| ass O 
lp MM MM RHEINE: 
| | 
| l 
| | 
| 


AGE 


The School of Accountancy 
& Business Studies s. .... 


m Accredited by the Council for the AOCEEntII HON of Vorréspandence Colleges. mu 
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‘standard’ companies. | | e 
Formed by experts to meet the precise needs of the 

business concerned, they reflect current tegal practice. “TO BE LET. " 

“immediate” companies "FACTORY "Class OFFICES | 

Simplified company formations using pre- «drafted standard 
. Memorandum & Articles for extra speed and simplicity. — Wi AW XN Uc: 200 sq ft.. | 2 

ready-made’ companies: | ME TEE. 
Incorporated Private Companies with: £100 aulioneed, mE 2 MAI DE N H EAD. pU NE 
capital. ' E : 

‘special’ companies 


We are expert in forming Guarantee Companies, Public 
Compan.es, Unlimited Companies, Charities, Industrial & 
Provident Societies and "end Associations 











1 Er Societies. : 4 r 
Telephcne: 01 253 6214 ‘Telex: 261 010 ` l 
F | Jordan & Sons Limited, ! E 1 
. Wilec House, City Road, UC E Kr d o 0 E 
‘London EC1Y 2BX. | .- JOfraans eJ 
di 
t “1 3 è 
' . : E ' (€. 5 i : =. ` " f ] unie uds du t d = : s : : 
pė e, > : x x bs i. : » E > i f ; : " y D 
"8s SUBSCRIPTION ORDER FORM . Eu e 
| | i TY l ] p | h 
s Please send The Accountant. each Wesk until. further hotice; commencing’ with the issue . Students” ‘Concessional ' 
$E 7w € ; i N E s ° "RE E A dL Fe |] nliscripHon 
e LI: 2 T 
i | ME (NUM Date Siüdántiio registered : 
ADIT T "ee D ET dh. qu E VC. iul d : 
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i Remittance. enclosed E E 23 TOME E RR MESE NUR 
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E sates: £20: for two years; £10: 50 for one vear; £5- 35 half- -year. 0170s 74 7. f. Professional body: E 
^. Airmail edition £14- 25 for one year; £7.25 half-year, ~ `, gk e e s uM o E a m 
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May 10th, 1973: 8 777 


Sion the equity adde "€ to také off for 
all the rocket-like state of the economy. The very pace of 
the economy is itself a' matter for stock-market concern since 
the market looks ahead six months. and sees the probability of 
economic deceleration by then. 

But there is-another consideration for iie — in 
the probable continuation of restraint on dividends under’ 
Phase III. 1t is easy to. talk in investment terms of a. stock | 
~ market based on earnings, but shares are not necessarily put on: 
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ie is ion of control in foreign hands. Foreign 
` holding of shares is permitted úp to à certain percentage of the 
' capital, but beyond that 30 to 40 per cent the board has the 


power to refuse transfers into fóreign names and also the power 


to uncloak nominee holdings. Greater powers by company 


"boards in general to uricloak nominee holdings would not come , 
. amiss. 


4 
€ 


* - 


\ 


. i * 


to iristitutional portfolio books because of earnings büt because | i 


- earnings are going to be translated into dividend income. 


If dividend i income is not going to rise and if, because dividend . 
income ‘is not going to rise, share prices are, not. going to rise 
either, the attraction of equity invéstment is lost. Particularly i is 
it s when 1o per cent yes: are obtainable on government | 
stocks, 


If the weight of institutional money shifts away from equities;, .' 


‘then the market will stay down on the pad rather than rise with 
the economic rocket. Economic rocket re-entry problems are, of 
course, not the only reason for the equity. market S pes ^ 
failure to reflect industrial optimism. ' 

A major factor is general uncertainty on the' state ES political 
affairs i in America; that cannot be oo 


~ 


oe E j ; M : Y 
: E 
H 


IS Week's -return of the Rolls-Royce name to the invest- . 


-ment world has inevitably been a euphoric event. It is to be ' 
hoped that not too. many shareholders who bravely “backed . 
Britain” at gop a.share will be disappointed by the resült. Of 
Course, the motor side of the former. Rolls-Royce organization 
' made, money, and it was the aerospace side where the-research ‘ 
and technology ran.away witli the money, and with thyme. 


and reason as well, 
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Written into Rolls-Royce po isa protectión system 
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Bank of England Minimum Lending Rei - May de 1973. 81% | € 


F Treasury Bills: ies Bes 
Mar.2 ''j.."' £8 1232% April 6 20 £7:873895: 
Mar. 9 . £8:2244% - April 13 e 47452196 
Mar.16 =~., ... £80972%  . April 19 .. £76695% 

, Mar. 23 0. «. £7981995 April26  ... .. £7:669596 
Mar. 30 57935070 . May 4 - .. : £75077% 
7 . Money Rates | 
Day to day ..: ... 84-8895 Bank Bills > __ 27 
q days ^... . .. 88895 2 months 81-9. 96 
Fine Trade Bills - - 3 months 81-9 96 
1 months ..  '... 10-1196 4months ...- 814-9 % 
2 months `.. .. 10-11% 6 months .: 9-—9196 
3 months . i dep ue ES A "S pe 
: “Three Months’ Rates | "us 
Local euthority deposits  .. S. Of —.9$ 
Local authority bonds . u. 0... 8% - 8$ 
Sterling. deposit certificates ' 01:—.01& 
^ Euro-sterling deposits S lol -10à-."/ e 
BO a 


:Euro-dollar deposits . 


x , 
= t ES 1 


"2 F RATES AND PRICES - 


: | l > | Be A Closing prices, Tuesday, May 8th, 1973 CREE yer 


CCUMÜLAT ION of shares on a , ‘warehousing’ basis isa v 

matter that'the City should-attend to in finer detail than it 
lias. done so far. One company alone has had the good sense to 
detect warehousing of its sHares, to announce that it had done 
so, and to force the warehouser to the point of stating in writing 


his bid intentions - or rather non-intentións. , 


In the straight talking that' went on in the process, the ware- ` 
houser agreed that warehousing was basically a bad thing but . 


warehouser's point of view, desirable. Organized ganging-up on 
a company is. not conduct. becoming to a top-level merchant 
bahker, even if it does fit i in with a tener past. ie 
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new Insurance Companies’ Bill. One reservation mentioned 


by Lord Aldington, chairman’ of Sun’ Alliancé and London _ 


Insurance, «concerns powers to intervene and’ inspect. Lord . 
Aldington hopes that Parliament “will limit the inspection power ' 
to what is necessary and will not make it possible fór any . 
government to-impose upon.sound companies in the industry. 
massive inspection procedures at heavy cost to the les ae 
"and Fgompany alike o js j 
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Finance House Base Rate - May rát, 1973. 104% 
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it'was legal and therefore not only permissible but, from the .. 
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[NSURANCE companies, with some reservations, welcome the ^ 
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ESPÍTE the CBI industrial: survey” reper of big. 

output : ‘gains, ‘record orders ' and .brighter .export . 

‘prospects, to say nothing of: -a spate. of good company”. 

: results, the market is behaving’ strangely. On Monday of * 

‘this week the Financial Times Industrial Ordinary share ` 

= index was only 45 5. coinpared "with 463: 9 last recorded i in 
this column. ; 


. What seems to be keeping the market back at-a time. 


when notmally it would-be surging forward in near- -boom : 
ja conditions is lack of confidence as fó how long the bóom 


: ^ .,Will:last, uncertainty às-to the effect of Stage’ Two. of the ~ 


+ Government’ s counter-inflation measures on "particular 
: _ sectors of the economy and a tendency ‘to await the’ Stage”. 
Three proposals before cómrhitting oneself too far ahead. 
EM Below -we give our. selections of corporation loans ‘and ` 
. fixed interest stocks... ee dave on, 


Tn Corporation Loans iu eg 
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e i4 and large there .are- two options open. to the investor: 
EE ‘in ordinary shares. If he buys a first rate share. following 
: a substantial fall in: the share price, ‘and. prospects’ for the 
“sector in which the company operates are looking up, then 

^X. there is'as good a chancé.as any that he will make money 
e » unless his timing is. too far out, that. is, that the. share 
price: has.a further way to go before. it bottonis out. Alter- 
"natively, he can.sell a share whenever he sees an acceptable 
profit, and that way he is unlikely. to land in the work- 

~ house. But this system: involves the risk of capital gains | 


"fax and necessitates a lot more work. and research on some-- . 


» : one? 's part, Basically, this is a plan fór the professional or. 
"the man with plenty of time. At the moment the:second- 
«plan has probably more friends than the first and it is thé .. 
“activities of the people. concerned who sell on a small rise . 
"Which Tips to keep] prices i in check. Ati a time idus dividend + 
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- will rot be overlooked. From time to time we will. include 


- restriction, they: would «be paying a substantially higher 


' dividend. In current conditions such announcements have 
little or. nó effect. on market prices, but when dividend 
restraint is lifted; it: is. certain; that. these announcements 


a list of such anriouncenients. One good example is J. H. 
- Vavasseür. Another : is ‘Slater Walker, referred to later. 


Qu ee "EIE. o 4873. 
a i we Yield = High how 
Slater Walker 25p shares E fare - 3: Toa a , 213 
` Sears'Holdings 25p shares; 181 D$ Be ues L2 5T 312 
Rugby Portland’ Cement: hor eae a oa "PE. 
paricipating' 5p shares . 2577 * 48 . —=, 292 .. 225 
“Alliec Breweries . Bp. EN S GE e Be 


shares CI. eae | 90 42^. 16-0 ^ 110 '81 


Slater Walker ee 
"The proposed take-over of Hill mel by § Slater Walker 
makes the latter’s shares a cheap buy. at the present price. 
“Three Slater Walker shares: at.à total of 639p compare 
- fávcurably With four Hill Samuel shares at 664p, but this 
- difference - owes ‘something’ to., the bare. possibility of 


. ano=het and higher bid for Hill Samuel. However, the Bank 


of England will only sarictión the take-over ‘of Hill. Samuel! 
if terms are agreed beforehand.: The forthcoming. merget 
: document is likely to disclose à massive undervaluation 
“of the, assets and profits of both: companies and could ‘wel! 
bocst the share ¡prices of both companies; "Meanwhile 


| shareholders i in Hill Samuel should. await developments; - ; 
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Sears Holdings ' un WE CCP a P AME 
THs company, with. interests: in FW depart: 
mental stores, engineering; jewellery and. book-making 
wa orice ` regarded: as an unwieldy : colóssüs. Now it ig 


seen, to “be very- ‘much’ of.a- growth company. . Last. year 


. profits. rose 44 ¡per cent to £46 :8, million.and .à property 


‘revaluation. has thrown up - ‘a. surplus of: ‘£123 million 
There is to be another scrip ‘issue —‘this-time of x for I- 


-which could. reduce the: share” ‘price. to less than. 7p: al 
waich the shares would ṣe seem to. ds 900 attractive, 
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Rigby Portland: Cement n "T E 3 P$ oun 
-- This company is Britain's second largest. cement -manu- 
 fecturer, but the company also has works in Australia anc 
Trinidad: It has the enviable record of having increasec 


. its profits every year for the past 27 years. The issued equity 


.capital consists of £15-4 million ‘ordinary shares anc 
£360,000 ‘participating non-voting. shares. . "The latter,: i i 
ootainable, are,a very. profitable. investment over a perioc 
ot time.. The company has recently proposed a scrip issut 
"cf 1 for 7 on the ordinary shares and of.7 for 2 on thi 
participating ' shares which, s make them much mor 
_narketable.. iud PLUME E Pre 
Allied Breweries E aaa a ee ee a 
Zt is sometimes said that the: ‘average’ investor prefers, s 
buy, at the.top than at thë bottom. There is now muc 
Searish talk about brewery shares and «hey are Qut o 
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fashion. But this is the time to buy. For 1972 pre-tax 
profit of Allied Breweries increased from [46:9 million 
to £571 million and retained profit from [10:3 million 


[M 
<4 4 


to £15:6 million. 


One can do a lot with £156 million to — 
increase future profits and if one reads the full report 
there is nothing pessimistic about it. 
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IN the past, quite rightly, most unit trust 
managers have concentrated more on 
capital appreciation than providing a high 
yield from units. Almost certainly, this 
has been in the best long-term interest 
of unit holders, and will continue to be 
so as unit trust investment is attracting a 
larger number of investors in the higher 
tax brackets. 

On the other hand, often an investor 
wants to be able to draw on capital so as 
to supplement income, particularly during 
retirement. Surinvest Fund Managers 
have published a new brochure which 
explains their 10 per cent Withdrawal 
Units more clearly than the original 
brochure. The point is made that, al- 
though withdrawal units are linked to the 
Surinvest Future Income Fund, these 
are separate units, so that a unit holder 
does not have to sell units at the bid 
price, and he always retains the same 
number of units. A unit holder does not 
become involved in complicated paper- 
work and, for anyone paying higher rate 
taxes, the withdrawals do not count as 
disposals, and thus do not incur capital 
gains tax. 

The half-yearly payments of 5 per 
cent are calculated as a percentage of the 
underlying fund, valued at the best market 
dealing prices, after reinvestment of net 
dividends on the ‘ex-dividend’ dates. 
Surinvest make the point that this is not 
the same as 5 per cent of the advertised 
buying price of the units, which includes 
charges. In fact, the return works out at a 
little more than 5 per cent of the ‘bid’ 
price of the units immediately prior to 
their going 'ex-dividend'. The payments 
are made up partly of net income and 
partly of capital withdrawal, with the 
price of the units being adjusted accord- 
ingly after each withdrawal. 


THE half-yearly 5 per cent withdrawal 
calculation, therefore, is made after the 
net income has been reinvested and sufh- 
cient capital is withdrawn from the fund 
to make this up to 5 per cent. Unit 
holders receive a cheque for the full 
5 per cent, together with a withdrawal 
voucher showing the calculation. This will 
be needed to compute capital gains tax 
liability if, in the future, the units are sold. 

Surinvest say that the Inland Revenue 
has confirmed that the withdrawal pay- 
ments will be treated as small distribu- 


tions for capital gains tax purposes. In 
general, therefore, a withdrawal payment 
will not give rise to any capital gains tax 
liability, although it will be taken into 
account in the computation of the taxable 
gain should the units be sold at a later 
date. 

If the stage should be reached at which 
the allowable cost of units for capital 
gains tax purposes has been reduced by 
virtue of withdrawal payments to a level 
at which it is less than a withdrawal 
payment, the withdrawal payment will be 
treated as a part disposal, and anyone 
paying higher rate taxes may be liable to 
some capital gains tax in respect of it. 

Withdrawal units may be of interest 
only to those who have retired. For those 
saving for the future, distribution units 
in the same fund can represent a good 
investment, and switch can be made 
from these units to withdrawal units at 
any time without incurring any capital 
gains tax. 'The corresponding amount of 
units of the other type will be issued, 
taking into account the price differential. 
This is calculated to the nearest unit and 
there is a nominal £1 charge. 
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THE latest gross distribution from Save 
and Prosper United States Growth Fund 
is 41p per 100 units. This shows a useful 
increase over the same period last year, 
due to the favourable interest rate differ- 
ential between the fund's dollar loan 
and sterling deposit. 

In his half-yearly report to unit holders, 
the managing director of Save and Pros- 
per, Mr David Maitland, has said that in 
the period under review, US share values 
(as measured by the most commonly 
used indices) reached a new peak. 
Nevertheless, prices fell back sharply 
in the wake of the loss of investment 
confidence following the weakness of the 
dollar on international currency markets, 
its devaluation and inflation fears. 

Discussing future prospects, Mr 
Maitland states that, despite concern 
about inflation and the balance of pay- 
ments, 1973 will be the second year of 
very rapid economic growth in the United 
States and, if the Administration’s policies 
succeed, it should be possible to maintain 
a good rate of expansion without having 
to impose restrictions so as to limit 
inflation. ‘The fall in unemployment, the 
building-up of stocks and the buoyancy 


of consumer expenditure should all 


continue, thus enabling many companies 
to benefit from good growth in earnings.’ 
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THE Sun Life Assurance Society has 
introduced an income bond which should 
overcome the tax problems for those in 
the higher tax brackets who, with a 
conventional bond, may incur a sub- 
stantial tax liability at maturity. 

Essentially, the Sun Life uses a com- 
bination of a temporary annuity and a 
with-profits endowment policy with vari- 
ous guarantees. The temporary annuity, 
for a period of nine and a half years, 
provides a half-yearly income during 
the term of the bond. Part of this income 
is re-applied to pay half-yearly premiums 
to a bonus reinforced policy to provide 
a capital sum at the end of ten years. 
Since this capital sum represents the 
maturity value of a qualifying life policy, 
under current legislation, it will be tax- 
free. 

The bond is so designed that bonuses 
have to be maintained at no more than 75 
per cent of current levels to ensure a 
full return of the original investment. In 
any event, there is a guaranteed minimum 


return of go per cent of the original | 


investment. 

In the event of death during the term, 
there is a guarantee that the full invest- 
ment will be returned to the bond holder's 
estate free of tax. If the basic sum 
assured plus bonuses to date of death ex- 
ceeds the original investment, this higher 
amount would be paid. On withdrawal 
during the term of the bond, there is à 
guaranteed minimum return of 9o per 
cent of the original investment. If, 
however, early withdrawalis chosen, there 
could be a liability for higher rate tax. 


ANTONY GIBBS (PERSONAL FINANCIAL PLAN- 
NING) has made a film entitled ‘We are 
here to help you', so as to explain the 
full breadth of personal financial planning 
to professional intermediaries. 

'l'he film deals with specific cases, and 
shows what can be done to help by re- 
arranging the affairs of individuals. The 
film, which will be available through the 
usual film libraries, is expected also to be 
of interest to students of modern 
economics. 
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‘A Profit in His Own Time" 


Internal Auditors Meet at Malvern 


p year's fourteenth West European 
Regional Conference of the Institute 
of Internal Auditors, held last week at 
Great Malvern, was mounted by the 
Birmingham Chapter, with Mr Oscar 
Dearn, the Chapter President, as con- 
ference chairman. There were some 
70 delegates, many accompanied by 
their wives, representing the other four — 
London, Yorkshire, North Western and 
Scottish — Chapters in Britain, and in- 
cluding members from Ireland, France, 
Austria and Israel. 

The conference was formally opened 
on Thursday morning by the Regional 
Director, Mr T. W. Scriven, A.C.I.S., after 
which the ladies departed on a coach 
tour of the Wye valley visiting Symonds 


- Yat and Cheltenham, while the delegates 


assembled for the first business session. 
Opening the first business session, 
Mr D. Aked, President of the Insti- 
tute's Yorkshire Chapter, introduced Mr 
P. A. Land, F.c.A., F.C.I.T., M.B.I.M., Of 
the National Freight Corporation, who 
maintained that ‘anything can be audited’, 
Internal auditors who did not take a 
sufficiently broad view of the contribution 
which they could in fact make were liable, 
Mr Land suggested, to acquire a rather 
dull image; long association of the 
auditor with the “true and fair view” con- 
cept had led management to regard him 
as a nuisance — as ‘some form of account- 


An attentive audience at one of the sessions. 





ant with a sabre disguised as a tick, bent 
on looking for trouble”. Figures in the 
profit and loss account, however, did not 
just 'happen' as the result of some 
accounting mystique; every item reflected 
the consequences of a management 
decision at some stage. 


Auditing information 


It was logical, Mr Land suggested, to 
extend audit principles to am examination 
of the effectiveness of the information 
that was available. This involved much 
more than examining security and accu- 
racy; it was necessary to examine effec- 
tiveness as well as efficieney. As examples, 
one might consider the information upon 
which, in the sales field, decisions were 
taken on pricing policies, objectives, 
mixture priorities and promotion incen- 
tives; or, in personnel relations, on 
numbers of employees, wages structure 
and overtime policies. 

‘Experience’ often indicated, in com- 
mon parlance, nothing more than per- 
sonal opinions based upon what had hap- 
pened in the past, and was not in itself 
an adequate basis for management de- 
cisions other than in the most simple 
circumstances. Internal auditors should 
ideally be able to examine the decision- 
taking process; most management prob- 
lems involved balancing the consequences 
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of two or more alternatives, and the use of 
‘critical path analysis’ might indicate, for 
example, that the decision-making pro- 
cess as practised was leading to a pre- 
ponderance of bad decisions, due to 
accurate and timely information not 
being used at each stage. 

General management was not a single 
subject; it was an accumulation of a 
whole series of specialist skills, some of 
which had been established for many 
years as separate departments. A properly 
conducted internal audit was of the 
highest importance to management; it 
should be seen as a catalyst to assist in 
problem-solving at all levels. For internal 
audit to be too far moved from line 
management created two dangers — one 
of a ‘holier than thou’ atmosphere and 
the other of the impression of a higher 
authority descending in judgement. T'here 
was a need for people who were at ease 
with numbers and who could reduce 
complex management problems to their 
component parts. 


Human relations 


At the next session, chaired by Mr H. 
Gardner, President of the North Western 
Chapter, Dr H. K. Gallagher, Consultant 
Psychiatrist, Ravenscraig Hospital, 
Greenock, spoke on ‘Human relations and 
the internal auditor’. Ever-growing de- 
mands and the relative failure of tradi- 
tional measures, he said, had forced some 
doctors to examine more closely the 
individual's functioning in society and 
especially within the family and the work 
setting. 

Heavy plant investment, combined 
with the security provided by traditional 
methods, led to many doctors ignoring 
the information thus obtained. This in 
turn produced a resistance to change 
which was as marked as that to be 
found in any group - even internal 
auditors. 

It was becoming increasingly possible 
to make general statements on suscepti- 
bility to stress, effects of stress, and the 
range of stressing events. It was now 
recognized that apparently happy and 
welcome events could also be stressful. 
Signs of stress which were tacitly glossed 
over or denied, such as certain patterns 
of illness or increasing dependence on 
alcohol, must be recognized for what they 
truly represented so that help could be 
given at an early stage. The potentially 
harmful effects, on an individual or his 
family, of certain work hazards required 
further study if appropriate help was to 
be given. 

Slow progress could probably be 
attributed to a fragmented approach 
which should be replaced by truly 
multi-disciplinary efforts, These, he be- 
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Overseas delegates to the conference (left to ri 
and C. Parent (France), and Mr M. Ross (Israel). 


lieved, could lead to improved work 
effectiveness and better patient care. The 
insights and skills derived from com- 
munity and family psychiatry should be 
available to managers, but those providing 
them should remain independent of the 
hierarchy within the firm. Their views 
should not be imposed on a manager but 
be available if he feels he needs them. 

By widening his horizons and applying 
his skills to hitherto unfamiliar data the 
internal auditor occupied a key position. 
By showing that anything can be audited, 
he could ensure that a ‘true and fair view’ 
of tomorrow would incorporate personal 
and social health. 


Contract audits 


At the next session, with Mr C. Clark of 
the Scottish Chapter in the chair, Mr 
R. K. Godin, F.C.C.A., A.LARB., Assistant 
Manager (Audit and Investigations), 
British Gas Corporation, prefaced his 
paper on ‘Contract audits’ with the point 
that there was surprisingly little published 
information on this subject; though local 
authorities had accepted the principle 
of detailed audit of the final accounts of 
a capital works contract, the standard 
textbook on the subject gave little more 
attention to capital works audit than to 
the audit of petty cash. It was no longer a 
‘sreat day’ for the auditor to discover that 
£1 had been miscalculated, six months 
too late to do anything useful about it. 
He listed the essential stages of a capital 
works contract audit, and emphasized 
that they involved no departure from 
basic audit principles; nor, indeed, any 
specific engineering skill. It was desirable, 
however, if the auditor was to deal intelli- 
gently with contract engineers, for him 
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to learn something of the geography of 
the particular contract and at least a few 
technical terms before venturing on to the 
site. Experience, in these matters, was 
often the best teacher, though its acquisi- 
tion could be a painful and embarrassing 
process. 

Turning to standard contract condi- 
tions and the types of contract most 
commonly used, Mr Godin was parti- 
cularly critical of the ‘cost plus’ contract; 
this, he said, ‘can give the contractor a 
blank cheque, since he carries no risk 
because he is being reimbursed for his 
actual cost plus a percentage for profit’. 
Despite the advantages sometimes urged 
for this form of contract, he was firmly 
convinced that it could never work in 
favour of the employer; and, wherever 
this type of contract had been entered 
into, it was essential that proper financial 
controls- should be set up. There was 
some advantage in the overriding discip- 
line of a ‘target price’ clause, under which 
the contractor assumed an increasing 
share of the risk once the upper limit 
was exceeded. 

There was no golden rule for immediate 
success in the field of contract audit, and 
the most that could be offered was a 
philosophy which should ensure the 
auditor “of average flair’ some success. 
It was quite impossible, in his experience, 
to draft an audit programme which would 
cover even ‘normal’ eventualities and, 
though he included two suggested check 
lists as appendices to his paper, these were 
intended only as examples which would 
have to be amended for individual com- 
panies. í 

After Mr Godin’s paper, two films were 
shown — “Man and Computer: a Perspec- 
tive and “Security in the Seventies”. 
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A paper on ‘Auditing in the field of 
marketing? was then presented by Mr 
G. Hardwick, A.c.1.S., Regional Director, 
Midlands Dunlop Ltd, who recalled 
that he had addressed a previous con- 
ference of the Institute on ‘Auditing and 
computers’; he now appeared as a market- 
ing man, something of a poacher turned 
gamekeeper! He suggested, not entirely 
without bias, that the marketing staff 
were the only people in any company who 
could ‘create’ profit, and therefore set 
out to explore the contribution which 
internal audit could make in the market- 


ing field. 


Marketing and the auditor 


Marketing policies, he argued, had 
effects on capital employed, on revenue 
expenditure and in profit-earning which 
the internal auditor could not ignore if 
he was to see a profit at any time, never 
mind in his own time. As an observer who 
was ‘numerate, disinterested and un- 
emotional’, the internal auditor should be 
able, for instance, to comment construc- 
tively on the validity of sales volume fore- 
casts, which too frequently tended to be 
based on the ‘judgment’ of sales staff who 
were responsible for achieving those 
forecasts. He mentioned one or two 
causes for suspicion, including forecasts 
derived from one base only and the heresy 
of ‘ever-increasing product demand’. 
Market research, if its results were to 
be meaningful and accurate, should be 
undertaken with more skill than many 
companies brought to the task. Failure 
of research might indicate either that the 
wrong questions had been asked or that 
the data had been wrongly interpreted. 
The company’s market research pro- 
gramme, he thought, should be ‘essential 
reading for all audit personnel involved 





Guest of honour at the conference banquet 
was Sir Richard Powell, G.C.B., K.B.E., 
C.M.G. (right) here seen with Mr and Mrs 
Oscar Dearn. In the background is Mrs 
Storer, wife of the Chairman-elect of Malvern 
UDC. 
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in and around the marketing function”. 

He listed several areas of difficulty and 
potential abuse in advertising and sales 
promotion, and asked whether audit 
programmes were sufficiently penetrating, 
or were confined to ensuring that sales 
promotion expenditure had been author- 
ized by the proper official. There were 
other areas, too, in which audit activities 
tended to be no more than superficial; 
but, if the internal auditor was to make 
the contribution to profit which he was 
qualified and able to do, he could not 
afford the luxury of not knowing the 
market place better. 


Audit of alternatives 


Meanwhile, concurrently with Mr 
Hardwick’s paper, Mr C. L. Duly, 
M.B.E., F.C.C.A., President of the London 
Chapter, was speaking to another group 
on "The audit of alternatives’. The con- 
sideration and appraisal of alternative 
methods, Mr Duly pointed out, must 
necessarily figure largely in any effort 
towards potential profit improvements. 

Effective management involved the 
better use of assets and resources; it 
was in turn the function of internal 
auditors to use their analytical ability to 
examine the controls used by operating 
management; to appraise their etfective- 
ness; and to make constructive recom- 
mendations for improvement. He sug- 
gested, however, that auditors should be 
more ready to consider possible alter- 
natives to decisions that had been taken, 
rather than accept the status quo as their 
starting-point; in other words, to under- 
take an appraisal of the situation at the 
time when the decisions were made. 

It was not necessary to set up an audit 
of alternatives in any particular area. Any 
audit should cover alternative ways of 
interpreting a decision, or of meeting the 
objectives of that decision. 


Financial control 


The final business session was given over 
to ‘The changing face of financial control’, 
by Mr J. H. Smith, F.C.A., F.I.M.T.A., 
Finance Member of the British Gas 
Corporation. Though financial control 
today embraced several of the precepts 
established by Jeremy Bentham some 
200 years ago, it was now an increasingly 
sophisticated process which included 
financial planning and financial appraisal, 
as well as financial control itself. 

In the minds of businessmen and their 
accountants, said Mr Smith, cash flow 
had assumed a greater significance during 
the past decade; such celebrated crashes 
as Rolls Razor, Rolls-Royce, BSA and 
others had occurred more from lack of 
funds than from lack of profit. It was a 
function of both planning and control to 
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Mr Norman Smith, M.B.E., T.D., F.C.A., former Institute Director-at-Large, addressing the 


closing session of the conference with the Re 


and the conference chairman, Mr O. Dearn. 


ensure that funds were available when 
needed. 

To get the right projects into a plan 
involved two things — “a bundle of ideas, 
and a means of selecting the best of them’. 
The first point postulated a well-selected 
and well-developed staff, and the second 
a clinical analysis. 

He spoke of the gas industry's early 
adoption of discounted cash flow tech- 
niques — which had, however, a serious 
drawback in that they tended to the short- 
term revenue account being ignored. It 
was going too far, in his view, to suggest 
that ‘cash flow accounting’ should replace 
conventional accounts; this would involve 
sacrificing much worth-while information. 
On the other hand, companies which 
went to the extreme of refusing to use 
DCF because of its short-term effects on 
the revenue account were taking ‘a short- 
cut to financial suicide’. 


Closing session 


On Friday morning the ladies visited the 
Royal Worcester Porcelain Works, and 
after the fimal business session of the 
afternoon, they joined their husbands 
for the closing session chaired by Mr 
Norman A. Smith, M.B.E., T.D., F.C.A., 
former Director at Large. 

Speakers and session chairmen were 
thanked for their contributions to a 
successful conference by the Regional 
Director, Mr T. W. Scriven, who an- 
nounced that next year, instead of a 
regional conference in the U.K., the 
Institute's International Conference 
would be held in London — for the first 


gional Director, Mr T. W. Scriven, A.C.I.S. (/eft), 


time this annual event was being held 
outside the North American continent. 

The regional conferences would 
resume in 1975 under the auspices of the 
Scottish Chapter at Aviemore, Inverness- 
shire, and the venue in 1976 would be 
Paris. 


Conference banquet 


At the conference banquet on Friday 
evening, the guest of honour was Sir 
Richard Powell, G.c.B., K.B.E., C.M.G., 
formerly Permanent Secretary to the 
Board of Trade. Proposing the toast of 
the Institute of Internal Auditors, Sir 
Richard said he welcomed Britain's 
entry into the EEC, and having ex- 
perienced two world wars in his lifetime, 
he commended the contribution this 
country could now make, not merely 
to the national interest, but to the wider, 
and more important, Community interest. 
In this, the professions — including 
internal audit — could play their part, 
and indeed were doing so, but we all 
had to recognize that we should now 
increasingly ‘think European’ and be 
prepared to surrender some of our 
sovereignty. The Regional Director res- 
ponded. 

The toast of the guests and ladies was 
proposed by Mr R. V. Turner, President- 
elect of the Birmingham Chapter, and 
Mr R. C. Storer, Vice-Chairman of 
Malvern UDC., replied. 

After the banquet, entertainment was 
provided in ‘Music for Everyone’ by 
members of the Cradley Heath Operatic 
Society. 
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.ETTER TO THE EDITOR 
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VAT: Tax Point for 
Prepayments 


Sir, — In his letter published in your journal on April 26th, the 
Chief Information Officer of HM Customs and Excise has com- 
pletely ignored the fundamental issue about the tax point for 
prepayments, i.e., that, whereas the treatment of the tax point 
under section 7 (5) of the Finance Act 1972 is straightforward 
and easy to implement, clause 5 of the Finance Bill 1973 will 
involve much of industry and commerce in a substantial addition 
to the heavy burden of invoicing and accounting for VAT, with 
little if any practical benefit to the collection of the tax or to the 
community at large. This fundamental issue is not qualified in 
any way by the offer to traders of “a reasonable time to adjust 
their system to comply with the amendment’, nor by the sugges- 
tion that the drafting of section 7 (5) did not reflect Customs and 
Excise intentions or proposals in the matter. 

Under section 7 (5), the tax point for most supplies of goods 
or services will be the time of issue of a tax invoice if within the 
requisite time (normally 14 days after the time of the removal of 
goods or the performance of services), and any prepayments for 
the supplies may be ignored. Clause 5 antedates the tax point 
from the invoice date to that of the receipt of a prepayment, to 
the extent of such prepayment. It is, of course, a legal require- 
ment to show the tax point on every tax invoice, and this will 
be a simple matter when the tax point is the time of issue of 
the invoice. 

However, although the number of prepayments received by a 
supplier might be relatively small, the effect of clause 5 will be 
that (unless the law is disregarded) for every taxable invoice 
which is issued the clerk, machine operator or computer system 
concerned will have to search sales ledger and/or cash received 
records or otherwise to ascertain whether any prepayment has 
been received in respect of the relative supply and, to the extent 
of such prepayment, the tax point to appear on the invoice will 
have to be antedated. Where a prepayment is for part only of the 
consideration for the supply, two tax points will presumably 
have to be shown on the invoice, the first being related to the 
prepayment and the second to the balance of the consideration. 
Furthermore, VAT attributable to the prepayment may have 
to be identified and accounted for earlier than that attributable 
to the balance of the consideration. Your readers may care to 
pause for a moment to reflect on the implications of all this for 
their own systems. 

Indeed, the requirements for implementing clause 5 might be 
formidable. Since the publication of my letter in your issue of 
March rst, I have received many telephone calls on the subject. 
Few of the callers had in fact appreciated the new requirement 
to antedate the tax point from the date of invoice under the 14 
days rule to that of a prepayment; all expressed the utmost 
concern at having to do so, and some simply proposed ignoring 
the requirement. There will obviously be a strong temptation to 
ignore a law that merely creates additional work without achiev- 
ing anything useful, and it is dirhicult to see how Customs and 
Excise could prevent this without a disproportionate amount of 
laborious checking. A law which does not command respect and 
may be widely flouted brings the law generally into disrepute. 

Against what will be a substantial increase in the VAT 
accounting burden borne by many businesses, it is pertinent 
to ask what benefit in practice will be derived from clause 5. 


The answer appears to be none, or virtually so. True, VAT 
would be collected earlier in a relatively few cases, but this small 
cash flow advantage to the fisc would largely be offset by the 
earlier deduction of the corresponding input tax. Customs and 
Excise arguments for clause 5 are all relatively trivial, and some 
untenable. Nevertheless, I would like to encroach further on 
your space in order to deal with them now rather, as might 
otherwise be necessary, in a subsequent issue of your journal. 

First, there is no indication in the column of Hansard quoted 
in Customs and Excise letter to you that the receipt of a payment 
before the basic tax point *would not be overridden by the later 
issue of a tax invoice within 14 days after the basic tax point”. 
Indeed, Mr 'Terence Higgins (Financial Secretary to the 
Treasury) is reported in column 1458 as referring to a new rule 
*under which if a tax invoice is issued within 14 days after the 
basic tax point, the date of issue of the tax invoice becomes the 
tax point. Mr Higgins then added that this meant 'that in 
practice the issue of a tax invoice will become the normal tax 
point for money transactions'. Mr Joel Barnett, for the Opposi- 
tion, indicated assent to this. Nothing could be clearer, and there 
can be little doubt that — whatever Customs and Excise intentions 
may have been — Parliament itself intended that the invoice 
within 14 days rule should override a payment tax point, and 
not vice versa; and this is what section 7 (5) directs. 

Furthermore, the reference in the third paragraph of Customs 
and Excise letter to the intention that there should be a payment 
tax point for goods as well as services has nothing to do with the 
14 days rule, or clause 5. This intention of bringing goods into 
line with services, omitted from the 1972 Finance Bill, was in 
fact properly catered for in section 7 (4) of the Finance Act 1972. 
To state that “clause 5 of the current Bill merely repairs the 
omission’ (i.e., the omission of goods) is the reddest of herrings. 
Clause 5 has been inserted for a quite different purpose — to 
reverse the overriding of the date of a prepayment by the 
invoice within r4 days rule, which overriding Parliament 
clearly intended, both for goods and services. 

Second, Customs and Excise say that section 7 (5) conflicts 
with advice they have been giving about the tax point for pre- 
payments. This advice has been remarkably inconsistent, the 
General Guide (August 1972), VAT Bulletin No. 5 (January 
1973) and Amendment Leaflet No. 1 (March 1973) all giving 
contradictory information on the subject. But the fact that 
Customs and Excise literature has made for public confusion is 
hardly a valid reason for altering the law. 

Customs and Excise third argument for clause 5 stems from 
an apparent fixation about the immutability for the tax point 
of the time of the receipt of a prepayment. They state in corres- 
pondence that “it is necessary to tax advance payments since 
they are prima facie evidence that a supply has taken place, but 
it is clearly undesirable to have a firm establishment of such a 
tax point dependent on a subsequent event which might or 
might not happen, i.e., the issue of a tax invoice within r4 days 
after the basic tax point'. They link this with the requirements 
of the EEC Second Directive. As regards the latter, the applica- 
tion of a payment tax point is not mandatory under EEC 
directives (another red herring) and, with regard to the immuta- 
bility of the time of a prepayment as the tax point, Customs and 
Excise show no similar concern about the immutability of the 
main source of evidence for a supply, i.e., the actual removal of 
goods or performance of services, which, of course, is overriden 
for the tax point by the invoice within 14 days rule. (This rule 
itself conflicts with the mandatory provisions of the EEC 
Directives, but Customs and Excise do not appear to have 
been at all concerned at that!) Their third plea cannot therefore 
be taken seriously, but in any case we should surely be concerned 
not with one secondary aspect of the theoretical concept of the 
time of supply but with the practical consequences of clause 5. 

Customs and Excise fourth argument for the clause is ‘to 
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safeguard the Revenue in certain types of transactions'. So far 
they have not answered my inquiry as to which particular types 
of transactions will place the Revenue at risk if clause 51s with- 
drawn and whether such transactions will be frequent or sub- 


with the preparation of tax invoices which the conscientious 
observance of the provisions of clause 5 would bring to many 
of your readers and many others in trade and industry, already 
facing an immense amount of paper work in the course of the 


E stantial. Especially bearing in mind that those transactions in collection of VAT. The statutory effect of the clause under 
3 respect of which the establishment of the time of payment as the Provisional Collection of Taxes Act 1968 will cease if it 
E the tax point is certainly important (such as goods on hire, the is rejected during the passage of the current Finance Bill through 
^. . continuous supply of services, and supplies in the construction Parliament. Because of the increased load on taxable persons — 
[e industry) are all outside the scope of section 7 (5) and clause 5, the people who will have to make VAT work — the practical 
. . and are dealt with in statutory regulations made by Customs _ benefits of the clause should be very substantial, and should be 
EE and Excise under power vested in them by section 7 (8) it is seen to be so, if it is to be allowed to stand. 

5. unlikely that the risk to the collection of the tax by the with- Perhaps Sir Louis Petch, Chairman of HM Customs and 
|. . drawal of clause 5 would be other than minimal, and might even Excise, who has been courteous in replying himself to letters in 
— benil. It should also be remembered that section 7 (5) does not the press about VAT, would care to tell us what these practical 
apply to supplies by persons electing out of the ‘invoice within benefits are thought to be. But please, Sir Louis, no more red 
`. . 14 days’ rule, and that any prepayments for such supplies will herrings! 

E constitute the tax point irrespective of clause s. Yours faithfully, 

E But, even were they valid, all these somewhat esoteric argu- C. H. DERRICK, 

if ments by Customs and Excise would be of little account as VAT Co-ordinator, 

ba compared with the substantially increased burden in connection London Wr. POWELL DUFFRYN GROUP. 
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Controversial Rules 


HAT are described as “serious 

complications! have arisen over 
the implementation of the new rules 
adopted by the London Chartered Ac- 
countant Students' Society at the Society's 
special general meeting on December 
5th. The new rules provide for the 
Society to be controlled by its student 
members, for a more democratic pro- 
cedure for committee elections and for 
greater membership involvement through 
a new firms' representatives committee 
and through greater use of general 
meetings. 

As reported under ‘Roundabout’ of 
December 14th, their, adoption was 
carried in spite of considerable opposition 
from the London and District Society 
of Chartered Accountants and a signi- 
ficant minority of those students present 
at the meeting who expressed anger that 
fuller consultation with the District 
Society had not taken place. 

The new rules strike out the require- 
ment that the Institute approve amend- 
ments to the Society's rules, and since 
the Institute must initially approve the 
new rules this is proving to be a sticking 
point. The LDS are refusing to support 
the amendment. 


"Misled' 

Commenting on the situation, Paul 
Hendrick, Chairman of the Rules Re- 
vision Committee, says: “We feel that 
we have been deliberately misled by the 
LDS. We were informed initially that the 


LDS's opposition was as a result of 
pressure from the Institute. 

Having now clarified the matter 
with the Institute we are told that the 
LDS is opposed to the amendment 
regardless of the Institute's views on 
the matter. We feel that in the present 
context no useful purpose can be served 
by negotiations with the LDS and we 
intend to make a direct approach to the 
Institute on the new rules.” 


An independent organization 


The Society believes that the principle 
of autonomy is of fundamental import- 
ance in the new rules. It acknowledges 
that individual principals pay their 
clerks’ subscriptions to student societies, 
but feels that the main reason for this 
requirement is to provide articled clerks 





Paul Hendrick 


with an independent organization to 
cater for their interests and represent their 
views. It considers that Institute or 
LDS control of the Society would negate 
this very point. 

The Society quotes as precedents for 
this system government financing of the 
Arts Council without seeking to control 
its policies and local authority financing 
of student unions with student unions 
allowed to manage their own affairs. 
Paul Hendrick says: “We are perfectly 
prepared to negotiate a procedure for 
approving subscription increases, but feel 
that the present controls are excessive.” 


LDS comment 


Mr E. E. Ray, B.COM., F.C.A., Chairman 
of the LDS, commenting on the students” 
views, states that the District Society 
realized from the beginning that any 
change in the students” society's rules 
required the consent of the Institute. 

The District Society had reminded the 
students of this and members of the 
LDS committee had spent a great deal 
of their time seeking to assist the Society 
to frame their rules so that they were 
likely to be acceptable to the Institute 
and the District Society members, and 
would at the same time meet the reason- 
able objectives of the students. 

Mr Ray declares that at no time had 
the students been misled by the LDS, 
but if they wished to deal directly with 
the Institute, ‘they are more than 
welcome to do so’, 
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THE INSTITUTE OF 
TAXATION 


The Annual General Meeting of the Institute of Taxation 
was held in London on Tuesday, May 8th. The President, Mr 
Harry Warbrick, F.C.C.A., F.C.LS., F.T.I.I., referred to the small 
but satisfactory growth in membership and to the fact tbat 
the Institute had over 5,000 registered students. 


Consideration was being given to the Institute's publica- 
tions and the Council hoped soon to be able to provide a 
further publication for members to supplement existing 
literature issued. The Council was giving close attention to the 
problem of acquiring larger premises to meet the needs of an 
expanding Institute. 


Mr Stanley Spofforth and Mr John Wood had kindly 
donated funds to provide further examination prizes. The 
Council expressed its gratitude to these two gentlemen and 
also to the Board of Butterworth & Co (Publishers) Ltd, for 
their continued support in providing the special Butterworth 
prizes. 


The President, a Vice-President and the Secretary had 
recently been to Paris to meet representatives of kindred 
continental organisations. There had been a fruitful exchange 
of views regarding the problems of taxation practitioners in 
the E.E.C. The Council would continue to act in the best 
interests of members in this connection, as and when it became 
possible to do so. 

Mr Warbrick closed by expressing his thanks to all 
members of the Council and its committees and to the staff 
of the Institute. 
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TAXATION OF 
COMPANIES 


by RICHARD BRAMWELL, LL.M.(Lond.) 
of the Middle Temple, Barrister 


based on 
CORPORATION TAX 

by JOHN E. TALBOT and 
G. S. A. WHEATCROFT 


The introduction of the imputation system of 
corporation tax has completely re-shaped the 
structure of modern company taxation as from 
April 1973. Such of the old rules as have 
survived will have to be looked at afresh in the 
light of the new legislation which introduces a 
concept of company taxation completely new 
to the United Kingdom. 


The new legislation is complex and there are 
great tracts of rules which convey very little 
to the mind of the reader even after he has 
scanned the words many times. 7axation of 
Companies sets out to be a translation of the 
contemporary legislation: the author re-states 
both the old and the new rules in a more 
readily intelligible form than that in which 
they are set out in the Finance Act 1972 and 
earlier legislation, making significant de- 
partures from the scheme of the draftsman 
where helpful to the reader. 


Bramwell will be equally useful to solicitors, 
accountants, the Tax Bar and other tax 
specialists and is being supplied automatically 
to subscribers to the British Tax Encyclopedia 
as part of the 1973 service at no extra charge. 
It is also being made available to non-sub- 
scribers as a separate publication. Cumulative 
supplements will be issued during the useful 
life of this book. 
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Production engineering and works management rely on accounting 
information for their decisions on manufacturing policy and operation. 
The works manager and the accountant must perforce understand one 
another if a business is to prosper. 


No recent book brings out more clearly what industrial accountancy 
has to offer than Frank Devine's. He is an engineer who has been 
consultant, line manager and chief executive, both here and in the 
United States. He has seen the practice of industrial accountancy at 
first hand. The result is an authentic study of working capital require- 
ments, profitability, ratio analysis, planning, budgetary control, standard 
costing, variance analysis, marginal costing and product evaluation, 
seen from the manufacturing head's chair. The works manager who 
reads the book must inevitably know more about accounting services 
available to him. 


Students preparing for Council of Engineering Institutions, Institution 
of Works Managers and Institute of Cost and Management Account- 
ants examinations and membership will also learn much from these 
clear and practical one hundred and fifty pages. 
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Unifying the Profession 


im, — You published two letters in ‘Round- 
bout’ in your issue of May 3rd, concern- 
ng the above subject. I use the word 
unification’ advisedly, since the term 
integration’ seems to me to carry with it 
in implication that only one solution is 
yossible, and to my mind this inflexibility 
1as something to do with our present 
livisions. 

I deal first with Mr Nicholson’s con- 
ribution. I had wondered whether to reply 
-o him at all since he founds himself on a 
statement which is factually inaccurate 
when he claims that the 1970 scheme was 
rejected by the majority of his Institute. It 
was not. The rejection resulted from a 
minority vote which was sufficient to pre- 
vent the majority from implementing the 
plan. Moreover, I suspect that he well 
knows this; but how convenient it is for 
his threadbare case if he can misrepresent 
me, as describing the majority of his 
Institute as ‘fools’ and so divert attention 
from the poverty of his argument. 

This sort of thinking and this mode of 
debate were characteristic of his whole 
campaign. Most of us commit follies from 
time to time and I have no hesitation in 
expressing the view that that campaign 
was foolish, and had the effect of persuad- 
ing many members of Mr Nicholson's 
Institute to join him in his folly. 

My concern is to try to make them see 
this, and to understand the narrow and 
false position into which Mr Nicholson 
lured them, and with them his Institute. 
In this I am fortified by the knowledge 
that there are men in the leadership of that 
Institute of far greater wisdom and vision 
than he. 

I now turn to the thoughtful contribu- 
tion of Mr Munkman. What this really 
amounts to at the end of the day seems to 
be that because most accountants in 
practice and in commerce deal with 
smaller concerns and the financial accounts, 
they should have nothing to do with 
accountants whose work differs from this. 
This seems crystallized in his sixth para- 
graph which deals with the views of his 
own students. 

If this argument were followed to its 
logical conclusion, it would follow that the 
training of a chartered accountant did not 
fit him for the larger duties. I could make 
cheap capital from this inference based on 
logical extension of this argument. Instead 
I wil confine myself to saying that I 
consider this to be a postulation so un- 
tenable as to be a joke serving only to 
destroy the premise upon which it is 
based. 

At the end of the day what matters is 
how we evolve into the future and the 
sort of accountants we train then. ‘This 
seems to me to require a much broader 
and outward-looking approach than one 


which concentrates only upon one’s own 
small world. We have to build a profession 
which is not only technically in the lead, 
but which can make this leadership count 
in the rest of the world. That we are made 
up of many individuals with differing 
personal interests and personal responsi- 
bilities is true, but it is our corporate 
impact which counts in charting our 
future progress and influence in the world. 

What matters is the quality of the men 
we produce, not whether the productive 
process happened to be the same as that 
which produced us and our professional 
fathers and grandfathers. The Association 
takes very good care of the relationship of 
its practitioners to the rest of the world by 
insisting upon a period in practice before a 
practising certificate is issued. This, I 
submit, is a perfectly adequate safeguard 
to the public, and training in a practising 
office to my mind has no more value than 
any other proper practical accountancy 
training beyond this. I am comforted by 
the thought that most of the world, to one 
degree or another, seems to hold this 
general view. 


Yours faithfully, 
A. W. NELSON, F.C.C.A., F.T.I.I. 


Immediate Past President, The 
Association of Certified Accountants 


Sim, — In a letter to *Roundabout', on 
May 3rd, Mr Munkman, after making 
some very apposite comments on the 
integration issue, rather lets himself down 
by stating that 'it remains an anomaly 
that a certified accountant is equally 
entitled to practise professionally as an 
auditor”. This seems rather a slur on an 
excellent body of men (and women) who, 
although often lacking the wide auditing 
experience that a professional office can 
afford, have generally a more valuable 
knowledge of problems in industry and 
the type of errors that can occur. 

If any progress is ever going to be made 
on the integration front, then one of the 
first things to be done is to clear away the 
old ‘class’ distinctions that remain, though 
they are surely out-worn, between the 
chartered few and the rest. A great deal of 
nonsense has in the past — particularly in 
the old Parker Report — been talked about 
the value of articles and the acquisition of 
the so-called “professional approach" gained 
by this system of training. It is true the 
Institute dropped the public school image, 
and the attitudes it engenders, and recog- 
nized a few facts, such as: 


(a) The Institute draws its clerks from 
a portion of society that has as its 
only attribute the cash to keep their 
sons in relative idleness until they 
reach the age of about 24. 
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(b) Candidates for the examinations of 
the Association have had to really 
work to get that far with no leave for 
study. The examinations are on a par 
with those of the Institute and, from 
my experience as a lecturer to both 
types, the certified tend to be the 
more intelligent. I would have 
thought that Mr Munkman might 
have shared my experience. 


(c) Articles of clerkship have long been 
nothing more than a way of obtaining 
cheap labour and it is doubtful 
whether, except in the very small 
firm, the clerk has any contact with 
his principal whatsoever. The idea 
of a ‘professional approach’ is a 
myth that well needs exploding. 


Yours faithfully, 


MICHAEL GREENER, 


Barry, Glam. B.A., F.C.A. 


Sır, — Mr Hugh T. Nicholson is justified 
in his rebuke of the immediate Past- 
President of The Association of Certified 
Accountants for his recent unstatesmanlike 
remarks. 

Having read these and perused the 
report and accounts of the Association 
for 1972, I purposely absented myself 
from the AGM, which often I have at- 
tended, for fear of too strongly expressing 
my increased disquiet at the seemingly 
extravagant expenditure incurred during 
the year, and the unfortunate recent 
remarks of Mr Nelson. I would again 
remind him that he sought my assistance 
in 1957 quite persistently, and in your 
issue of March 23rd, 1972, he stated, 'I 
am bound to admit that I do not share 
Mr Pearce’s ability to live in the past’. 

In reply, I mentioned that if indeed I 
did, the same could hardly be said of Mr 
Ray Mitchell who had advocated a 
scheme somewhat similar to that which 
Mr Nelson himself endeavoured to launch 
16 years ago. I asked Mr Nelson to provide 
Mr Mitchell with a copy of his 1957 
proposals, but I am unable to say whether 
in fact he did so. 

I am sure that not many thinking prac- 
tising accountants doubt the sincerity and 
wisdom of Mr Nicholson’s campaign. 
I am sure he and his colleague had quite 
sufficient to do without having to devote 
so much time to achieving the target they 
set themselves. I wonder whether all this 
could have been avoided, and, I suggest it 
should now be put to the test. Therefore, 
I request Mr Nelson to send a copy of his 
1957 proposals to Mr C. A. Munkman 
and to Mr Nicholson, and invite them to 
say if, had that scheme been implemented, 
they would have been agreeable to the 
Institute absorbing the practising certified 
accountant. For myself, I have never 
deviated from the lonely furrow I have 
ploughed, neither will I ever do. 

I have not been privileged to meet 
either Mr Munkman or Mr Nicholson, 
but if they do not receive a copy of Mr 
Nelson’s 1957 proposals, I could let them 
have one and invite their comments. 


The small practitioner is having an 
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increasingly difficult time with little or 
no hope for the future, and he loses heart 
when reading unhelpful utterances similar 
to those of Mr Nelson. 'T'hey only annoy 
people who could do much towards 
leading the profession out of the wilderness 
which has grown around it during the 
past two decades. 

Mr Nelson said he considered I had the 
ability to live in the past! In reply, and in 
view of his recent comments, I must 
retort that he must be using his telescope 
the wrong way round when looking to the 
future. 

Yours faithfully, 


GUY S. PEARCE, r.c.c.a. 
Stoke-on-Trent. 


Peanut Salaries 


Sir, — I have been articled in accountancy 
and law, in each case with one of the large 
firms in the profession. In each pro- 
fession, the smaller practitioner maintains 
that it is impossible to provide the articled 
clerk with a decent salary and suitable 
training. I find it extremely difficult to 
sympathize. 

Even on the best view, such practitioners 
are acting as self-appointed private income 
redistribution centres causing funds to 
flow from the parents (or working wives) 
to themselves or to their clients (if they 
claim that fees cannot be increased). I 
see no valid reason why their personal 
preference to practise in the way they 
choose should be indulged and sub- 
sidized. 

The low salaries paid to articled clerks 
reflect deficient bargaining power: they 
do not represent a hidden payment for 
training (as it is not provided) nor a 
premium for entry into the practice 
concerned for I conjecture that in such 
cases it is most frequently found that the 
principal prefers to keep the partnership 
small or offers a below-market salary to 
the qualified man or is persuaded of the 
marginal cost advantages of substituting 
sweated labour in the shape of a new 
articled clerk. 

Compare how the average typist, with 
negligible educational qualifications, scant 
interest in the work and minimal industry 
forces the market rate — some three times 
greater. 

Funds also flow from the large firms 
to the small where the smaller firm takes a 
free ride on the back of the excellent 
training provided by the larger firms from 
which they are far from loath to recruit 
staff (though they would doubtless be 
unamused by a suggestion that they 
should reimburse such firms for a share of 
the financial investment represented by 
such training). 

On the worst view (and I speak as one 
who has been involved in tax planning for 
partnerships), the addition to the articled 
clerk's salary to bring it up to market rate 
would be deductible for the purposes of 
tax at higher rates. 

I regret that, even if I were a crocodile 
I wouldn't shed a tear, and I wish ACASS 
the greatest success with its campaign. 
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The small practitioner in the legal pro- 
fession may, in many cases, legitimately 
claim that his clients cannot pay more, but 
in these cases it behoves the Government 
to consider whether in the interests of 
justice such services be subsidized: there 
is no justification for articled clerks sub- 
sidizing justice unilaterally. I do not 
unilaterally pay double the price for a 
commodity because the industry con- 
cerned pays low wages, but I would have 
no objection to paying higher taxes to 
ameliorate this situation. 

I wish it could be said that if you pay 
peanuts you get monkeys, but I am afraid 
many practitioners are probably getting 
three times value for money from their 
articled clerks. 

Yours faithfully, 


A. C. HARPER 


MANCHESTER 
CAREERS FORUM 


The Manchester CASS are to hold a 
careers forum at the Renald Building, 
Sackville Street, Manchester, at 7-45 
p.m. on Thursday, May 24th. 

The forum is directed, in particular, 
to those who have recently qualified, 
and those approaching qualification, al- 
though any Manchester student may 
attend. The Society's education sub- 
committee feel that newly-qualified char- 
tered accountants are bewildered and 
confused at the numbers of job oppor- 
tunities which confront them when they 
emerge from their period of articles. 
To this end the sub-committee have 
arranged for a number of speakers to 
attend the forum, each of whom will 
speak on one of the several topics: 
industry, merchant banking, opportuni- 
ties with large firms and vith small firms, 
teaching, and opportunities overseas. 

The speakers will be: Mr A. Kennedy, 
B.A., A.C.A. (Financial Training Co); 
Mr D. Llambias, a.c.a. (Douglas Llambias 
Associates); Mr E. H. Massey, F.C.A. 
(Imperial Chemical Industries); Mr 
R. J. McMasters (Slater Walker); 
Mr F. A. Sherring, F.c.a. (Harmood 
Banner, Manchester office) and Mr 


Bishop's Stortford. 


A. K. Timberlake, M.A., A.C.A. (Arthur 


Andersen). 

Each speaker will take the floor for 
about ten minutes, followed by a period 
for questions. Afterwards, speakers and 
students will adjourn for refreshments — 
a bar has been arranged — and any further 
discussion can be conducted on a more 
informal basis. 

The careers forum breaks new ground 
in Manchester and the sub-committee 
hope that both students and newly- 
qualified members will support them in 
making the event a success. 

Those wishing to attend should write 
immediately to Hugh Medley, 46 Foun- 
tain Street, Manchester Mz 2AD. There 
is to be no charge for the forum. 


Ser ly ay te 
' r . 
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GUILDFORD MEMBERS TO 
MEET ICA PRESIDENT 


The President of the- Institute, Mr 
Douglas Morpeth, T.D., B.COM., F.C.A., 
has kindly agreed to meet members of 
the Guildford Branch of the South 
Eastern CASS for informal discussions 
over tea at the Institute during their 
one-day visit to London on May 21st. 
At the same time, the President of 
ACASS, Terry Webb, has also agreed 
to meet the visitors to discuss any 
matters they may wish to raise with him 
relating to ACASS. 

In addition to the above, the London 
trip will provide members with an 
opportunity to visit the Stock Exchange 
and the Central Criminal Courts, cul- 
minating at the Whitehall Theatre in 
the evening to see the play ‘Pyjama 
Tops’ — a mixed bag of visits if ever there 
was! 

Unfortunately, numbers are restricted 
to 4o and preference will be given to those 
wishing to participate in the full pro- 
gramme. Costs are: Coach and play 
£,2:40; Play only (own transport) £1:65; 
Coach both ways 7sp. Applications, 
together with remittance, should be sent 
to Nick Burton, c/o Sheen Stickland & 
Co, 51 Victoria Road, Farnborough, 
Hants. 


ARTICLED CLERK'S FIFTH 
AVIATION BOOK 





Paul St John Turner, a 22-year-old articled 
clerk with the London office of Touche, 
Ross, last week published his fifth book — a 
history of Pan American airways. 

An aviation enthusiast since he started his 
first book, a history of the Viscount airliner, 
at the age of 13, Paul St John Turner is 
founder and chairman of the Viscount 
Preservation Trust, which maintains the 
oldest existing Viscount on exhibition at 
Liverpool Airport. 

A graduate of Southampton University 
where he obtained a Second Class Honours 
degree in commerce and accountancy, 
Paul St John Turner was articled to Mr RC: 
Macnamara, F.C.A., a partner in Touche, 
Ross, in October last year. The Pictorial 
History of Pan American World Airways is 
published by lan Allen at £4.50. 
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Notices 


PROFESSIONAL NOTICES 


Binner, HamLYN & Co, Chartered 
Accountants, announce that, with effect 
from April 1st, 1973, the practice of 
Cowanp, Burro & Co, Chartered 
Accountants of Holborn, was merged 
with that of BINDER, HAMLYN & Co, 
and their partner, Mr JOHN COWARD, 
F.C.A., became a partner in this firm as 
from that date. Mr Cowarp is taking 
charge of a new branch of the firm at 
Carolyn House, Dingwall Road, Croydon, 
Surrey CRg 2PL, telephone number: 
o1-681 3521. It is also proposed to 
move to Croydon some of the activities 
at present carried on in London. 


Ceci, HaLpPERN & Co, Chartered 
Accountants, of London and Welling- 
borough, announce that as from May 
ist, 1973, Mr M. L. Cass, A.C.A., and 
Mr P. G. McCanrHY, A.C.A., who have 
been associated with the firm for several 
years have been admitted into partner- 
ship. The style of the firm will remain 
unchanged. 


Hays, AKERS & Hays, Chartered 
Accountants, announce that Mr J. H. 
BIRD, F.C.A., retired from the partnership 
on April 3oth, 1973. 

Horman WiLLiaMS & Co, Chartered 
Accountants, announce that their address 
is now Carlton House, Carlton Place, 
Southampton, Hants SO: 2DZ. Tele- 
phone: Southampton 25042. The name 
of the firm remains unchanged. 


KipsoNs, Chartered Accountants, an- 
nounce that on May 1st, 1973, "THORNTON 
Finney & Co, Chartered Accountants, 
of Liverpool joined the Kidsons Group 
of U.K. practices. Messrs H. D. B. 
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don and R. M. ‘COLLINS, F.C.A., 
D. D. KIDSON, M.A., F.C.A., and 
F. P. DELAUNAY, F.C.A., of KIDSONS 


Manchester are to become partners in 
THORNTON FINNEY & Co, Messrs 
D. STUTTARD, F.C.A., G. A. MAXWELL, 
r.c.A., and J. A. BELLIS, F.C.A., 
partners of THORNTON Finney & Co, 
are to become partners in KIDSONS of 
London and Manchester. The firm in 
Liverpool will continue to practise as 
THORNTON FINNEY & Co, but also as 
KIDSONS. 


SPAIN BROTHERS, NEWMAN & Co, 
Chartered Accountants, of Sutherland 
House, 29-37 Brighton Road, Sutton, 
Surrey, announce that Mr RICHARD 
CHARLES PARKMAN PROCTOR, A.C.A., has 
been admitted a partner in their Sutton 


Office from May Ist, 1973. 


TuRQUANDS BARTON MAYHEW & Co 
announce that Mr W. F. CURTIS, F.C.A., 
the senior partner at their Exeter office, 
retired from the firm on April 3oth, 1973, 
upon completion of 53 years' continuous 
service from the start of his articles with 
the firm. 


APPOINTMENTS 


Mr D. J. Bates, F.c.a., has been 
appointed deputy chief accountant of the 
Burton Group. 


Mr Paul Bosonnet, F.C.A., has been 
appointed director of group strategy of 
The British Oxygen Co in succession to 
Mr Michael Shanks who becomes direc- 
tor-general for social affairs in the Com- 
mon Market Commission on June 4th. 


Mr Peter J. Collins, F.c.a., has been 
appointed group comptroller of Aberdare 
Holdings. He joined Aberdare in 1970 
as financial controller of the motor 
control and rotating plant division, based 
at Wolverhampton. 


Mr Vincent Hill, a.c.a., has been 
appointed financial controller and secre- 
tary of the London Broadcasting Com- 
pany. Mr Hill was previously with the 
BBC as head of finance, news. 


Mr John A. Penny, A.I.M.T.A., pre- 
viously deputy town chamberlain of 
Stirling, becomes town chamberlain in 
succession to Mr John L. Watson, 
F.I.M.T.A., A.C.C.A., who has retired after 
43 years in local government. 






Mr L. H. G. Pinder, A.I.M.T.A., 
A.R.V.A., previously deputy borough trea- 
surer of Great Yarmouth, has been 
appointed borough treasurer in succession 
to Mr C. W. Ward, F.C.A., F.I.M.T.A., who 
has retired after 46 years in local govern- 
ment. 


Mr John Presland, B.sC.(ECON.), F.C.A., 
has been appointed assistant director- 
general (finance) of The Port of London 
Authority. He was previously financial 
controller. 


APPLICATIONS FOR BUILDING 
GRANT 


The closing date for certain applications 
for building grant under the Local 
Employment Act is October 1st, 1973. 

The building grant scheme under 
section 3 of the Local Employment Act 
1972 was brought to an end by the 
Industry Act 1972, subject to certain 
transitional provisions. Unless the ap- 
plication for grant was received before 
March 22nd, 1972: 


(i) The construction of the building 
or the carrying out of the works 
must have been begun before March 
22nd, 1972, and the application 
for grant must be received by the 
Department of Trade and Industry 
before August Ist, 1973; Or 

(ii) A contract must have been entered 
into before March 22nd, 1972, in 
respect of all or any part of the 
expenditure on the asset for which 
the grant may be made. 


The department's ordinary rules in 
respect of building grant exclude from 
payment of grant any building which 
has been completed, or occupied in whole 
or part, before the application for grant 
is received by the DTI. 

It is in the interest of applicants to 
lodge their applications as soon as 
possible, and in any event before the 
appropriate date. Applications should be 
made on form LEA 1 which is obtainable 
from DTI regional offices. 


NEW SAVINGS BOND 


The new 81 per cent British Savings 
Bond, announced in the Budget, is now 
on sale. Investors will receive half-yearly 
interest payments at the rate of 8} per 
cent per annum, and bonds mature after 
five years with a tax-free bonus of 3 
per cent. Over the full five-year period, 
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this gives a gross redemption yield 
equivalent to 9:24 per cent per annum to 
the standard rate (30 per cent) taxpayer. 

Like the 7 per cent British Savings 
Bond which it replaces, the new Bond 
may be bought in units of £5 at savings 
bank Post Offices, Trustee Savings Banks 
and other banks. 


IN PARLIAMENT 
Judgment Debtors 


Mr CriNTON Davis asked the Attorney- 
General how many cases there have been 
in 1972 when defaulting judgment debtors 
in County Courts in England and Wales 
have moved from addresses communi- 
cated to the Court at the time of entry 
of such judgment without notifying the 
Court of the change of address. 

THE ATTORNEY-GENERAL: Statistics of 
such cases are not collected. 

Mr CLINTON Davis asked the Attorney- 
General what research has been done by 
his department into the question of 
debtors failing to notify any change of 
address to the County Court, thereby 
depriving judgment creditors of any 
effective remedy; and if he will make a 
statement. 

THE ATTORNEY-GENERAL: No research 
specifically directed to this question has 
been undertaken, although the Payne 
Committee on the Enforcement of Judg- 


` ment Debts (Cmnd 3909) considered 


whether the whole burden of ascertaining 
a debtor's circumstances for the purposes 
of executing a judgment against him 
should rest on the creditor. It is an 
offence under the Attachment of Earn- 
ings Act 1971 for a debtor whose wages 
have been attached to fail to notify the 
Court of a change of employment. The 
difficulty of tracing absconding debtors 
will be taken into account in considering 
further implementation of some of the 
recommendations of the Payne Com- 
mittee. 

Hansard, May 2nd, 
answers, col. 321. 
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Life Assurance Policies 


Mr Norman Lamont asked the Chancel- 
lor of the Exchequer whether he will make 
a statement about the Inland Revenue 
practice with regard to determining 
qualification of life assurance policies 
for the purposes of the 1968 legislation. 
Mr Norr: Yes. The 1968 legislation 
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lays down tests and conditions for 
determining whether a life assurance 
policy is a ‘qualifying’ policy so that 
the policyholder is entitled to various 
reliefs from tax including relief for the 
premiums payable. 

Advice recently given to the Board of 
Inland Revenue indicates that this 
legislation should be interpreted as pre- 
scribing stricter tests than have hitherto 
been applied and that in particular cer- 
tain options, which it has been usual to 
ignore until they are exercised, should 
properly be regarded as disqualifying a 
policy from the outset, whether or not 
they are going to be exercised. 

My right hon. friend will consider 
what changes in the law may be ap- 
propriate; meanwhile the Inland Revenue 
will maintain its existing practice. Where, 
under that practice, it would formerly 
have regarded a policy as ceasing to be 
qualified by reason of the exercise of an 
option, it will reserve the right to invoke 
instead the strict interpretation of the 
law so as to treat it as disqualified there- 
after. 

Hansard, May 4th, 
answers, col. 366. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Re-admissions to Membership 


The following re-admissions to member- 

ship under clause 23 of the Supple- 

mental Royal Charter have become 

effective: 

Vernon Hope Ellis, r.c.a., Roundhay, 
Leeds. 

Tamunobere Oforiokuma, B.A., F.C.A. 
Port Harcourt, Nigeria. 

Lewis Travers, A.C.A., London SWiz. 


, 


ED11- DEFERRED TAXATION 
LDS Evening Meeting 


The London and District Society of 
Chartered Accountants is organizing 
an ad hoc evening meeting on EDr1 
‘Accounting for Deferred Taxation’, on 
Tuesday, June 5th, at 5.45 p.m. at 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2. | 
Tickets at £1 plus rop VAT (£1-10) 
are available from the Secretary of the 
Society, 56 Goswell Road, London EC1. 
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REVENUE PAPER 


The following cases are down for hearing 
during the Easter Sittings 1973: 


House or LORDS 
Awaiting judgment. 
Oppenheimer v. Cattermole 


COURT OF APPEAL 
Malcolm-Brown and another v. Restorick 
Green v. CIR 
Steiner v. CIR 
I. Marks v. CIR 
L. Marks v. CIR 
S. Marks v. CIR 
HMI of Taxes v. Wilmot Breeden Ltd 
Knight v. CIR 
HMI of Taxes v. Hitchin 


HicH Court (Chancery Division) 
Bell v. Wright 
Fen Farming Co Ltd v. Dunsford 
CIR v. Baxendale 
CIR v. Goodwin 
CIR v. Boggley 
Way v. Underdown 
Stein v. CIR 


ORIGINATING MOTIONS 
Trimingham v. General Commissioners 
(Income Tax) for the Division of 
Hammersmith, London, and another. 


Cini v. CIR 


GOLF 


In the annual match for the Wood Cup 
between the Scottish and English Char- 
tered Accountants’ Golf Societies, the 
English Society (379 points) beat the 
Scottish Society (345 points). 


THIRTY-SIX HOLES 
First: M. Raymond (20) and T. Oldrey 
(22), 30 (last nine 24 points), 39; 69 
points. 
Runners-up: A. B. Blake- Thomas (15) 
and R. Anderson (4) (last nine 19 points), 


MORNING 
First: M. R. Hargreaves (11) and R. J. 
Riddle-Carre (13), 35 points. 
Second: A. B. Green (4) and D. W. 
Gibson (10), 33 points. 


AFTERNOON 
First: I. B. Blake-Thomas (15) and R. 
Anderson (4), 39 points. 
Second: M. R. McFee (4) and D. J. 
Heigham (8), 32 points. 
Runners-up: J. R. Borrett (8) and C. R. 
Ferry (9) (last nine 15 points), 32 points. 
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to Principals with the 
- responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. | 





All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 





Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


.. Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 





Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 








TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES. The Luton College of 
the College Accountancy Prospectus (stating the examina- Technology and Metropolitan College now offer facili- 
: Ñ i i , ties for integrated oral and correspondence tuition. 
tion in which you are interested) to the Metropolitan ONE WEEK ‘PEP’ COURSES - to assist students in 
College (A1), St Albans, or CALL at the London Advisory areas of weakness. n " 

: . WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for 
Office, 30 Queen Victoria Street, London EC4N .4SA intensive concentration on particular subjects. 
(01—248 6874). After office hours (5 p.m. Monday-Friday) For details of these, and other linked courses write to :- 


telephone messages are recorded electronically. Metropolitan College, St Albans. 





Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. = Founded 1910 
Member of the Association of British Correspondence Colleges. 
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When Directors Differ 


IRECTORS' obligations, as the English and Scottish 

Institutes, with the Association of Certified Account- 
ants, represented to the DTI last month, are not at present 
defined in a wholly satisfactory manner (The Accountant, 
April 19th). It is, however, well settled law that it is not for 
the Courts to substitute their own judgment for that of 
a board of directors acting bona fide for the best interests of 
the company. 

With this principle in the forefront of his mind, Mr 
Justice Plowman this week refused the application of Mr 
Roland Rowland, controversial chief executive and manag- 
ing director of the Lonrho conglomerate, tor an injunction 
to restrain a majority of the Lonrho board, led by Sir Basil 
Smallpeice, B.COM., F.C.A., J.DIP.M.A., from dismissing him 
from those offices. Voluminous affidavit evidence, his lord- 
ship observed, had been filed on both sides, which for the 
purpose of the present motion it was unnecessary for him to 
review in detail; but the onus of proving a lack of bona fides 
in the matter lay fairly upon the plaintiff - Mr Rowland — 
and the Court, on the evidence before it, was not satisfied 
that a board of directors could not have reached, bona fide, 
the conclusion which it had in fact reached. 

A board of directors, under the terms of clause 107 of the 
1948 edition of Table A, has power to appoint one or more 
of its members to the office of managing director, and 
“subject to the terms of any agreement entered into in any 
particular case, may revoke such appointment’. The fact 
that Mr Rowland, at an earlier hearing, was able to make 
out at least a prima facie case for an interim injunction 
pending an extraordinary general meeting of Lonrho's 
members, might suggest that this is not an unfettered power. 
On the other hand, Plowman, J, specifically refused to be 
influenced in his judgment by the fact that Mr Rowland 
was in a position, 'fortuitously', to convene such a meeting. 

Directors’ offices are, in the last resort, at the disposal of 
the shareholders, and Mr Rowland has already made clear 
his intention of proposing resolutions, at the forthcoming 
meeting, which would have the effect of accomplishing 
several changes in the present membership of the Lonrho 


board. Though Mr Rowland's dismissal from executive 
office is now legally competent, directors whose own 
positions may be at risk might well hesitate to present a 
vital meeting with any semblance of a fait accompli. 

In fact, within a few hours of this round in what has 
already been described as a battle with no possible victors, 
a truce was announced between the parties. Sir Basil and 
his supporters, it was stated, would not proceed with Mr 
Rowland's dismissal in advance of the May 31st meeting; 
Mr Rowland, in turn, has reportedly agreed to abide loyally 
by all reasonable decisions of the board, to keep the board 
fully informed of his executive activities, and to do every- 
thing in his power to further the best interests of the 
company. 

Though each faction has claimed that the truce move 
was initiated by the other, it seems clear enough that both 
were influenced by a plain hint in Plowman, J's, judg- 
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ment that, having regard to the prospective business of 
the May 31st meeting, no action taken in the meantime 


would be irrevocable. 


Lonrho's recent history, including in particular the 
liquidity crisis featured in The Accountant for October 
21st, 1971, and March 16th, 1972, and the qualified 
auditors’ report on its latest accounts, has given cause for 
its shares to be regarded as something of a speculative 
investment; further, a boardroom row in the public ring 
of the High Court and involving nationally-known figures 
is something of a rarity. Certainly, we may be sure that such 
a step would not be taken lightly or as anything other than 
a last resort. These things apart, it may be doubted whether 
the recent litigation represents a significant contribution 
to company law, though it has certainly emphasized a few 
aspects in a manner that is likely to be remembered. 

For a Court to substitute its own discretion for that of 
a board of directors, acting bona fide — even if in the event a 
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T two companies which have been selected to receive 
The Accountant Annual Awards for 1973 are: 


UNITED DoMiNIONS TRUST LIMITED 
and 
HARTWELLS GROUP LIMITED 


The reports and accounts of these companies were 
judged the best of nearly 1,250 entries for this year's 
Awards. 

Each year's Awards are for reports and accounts presented 
at company annual meetings held during the previous 
calendar year. The Award to United Dominions Trust, 
therefore, is in respect of their report and accounts for the 
year to June 3oth, 1972, presented at the company's 
annual general meeting on September 6th, 1972. 

Hartwells Group receive the Award for 'smaller' com- 
panies requiring less complex accounts than those of a 
large group, in respect of their report and accounts for the 
year to February 29th, 1972, presented at the company's 
annual general meeting on June 23rd, 1972. 

The Awards — which are of equal rank and take the form 
of a pair of silver wall sconces — are made annually to 
companies whose shares are quoted on a recognized stock 
exchange in the United Kingdom in relation to the form 
and content of their published reports and accounts; 
particular importance is attached to the adequacy of the 
information given and its presentation. 

United Dominions Trust, one of the leading banking and 
finance houses, is the first company of its type to win one 
of the Awards. The company symbol, shown in silhouette 


different decision might be reached — would be at once an 
intolerable burden upon the resources of the Courts, an 
open invitation to vexatious litigants, and a constraint 
under which persons of the requisite calibre would be 
extremely reluctant to accept directorships. Directors, 
furthermore, will be assumed to be acting in the best 
interests of their companies unless the contrary can be 
clearly shown. 

A further point emphasized on behalf of the majority 
group of Lonrho directors has been the concept of the 
collective responsibility of a board. Among the specific 
matters alleged against Mr Rowland were disregard of 
corporate policy and a strong disposition to act on his own 
initiative, even at the cost of suppressing information from 
other directors. Difficulties thus said to have been created 
included those of adequately safeguarding the ordinary 
shareholders' interests and of recruiting suitable future 
candidates to the board. 


THE ACCOUNTANT Annual Awards 


Winning Companies for 1973 


on the front of the report and on the cover of this issue, 
depicts Captain Cook's bark Endeavour; it derives from a 
sign long familiar in Eastcheap where UDT has its head 
office. 

Hartwells Group, based at Oxford, is well known in 
Oxfordshire, Lincolnshire and the West country as a car 
and commercial vehicle distributor, with ancillary sales 
and service. The company is similarly concerned with 
tractors and farm implements, and has a considerable 
business in bulk fuel oil distribution. 

The Awards to the two companies will be presented by 
the Lord Mayor of London at the Mansion House on June 
13th, in the presence of a distinguished company represent- 
ing the City, the professions, commerce and industry. 


Panel of Judges. 


The members of the Panel of Judges are: 
Mr Michael Wheeler, Q.c., Chairman. 
Mr T. G. Abell, of Baring Brothers & Co. 
Mr J. P. Grenside, F.c.A. 
Mr Robert Knight, r.c.r.s. 
Mr Trevor W. Macdonald, c.a. 


Mr Anthony Mallinson, a partner in a London firm of 
solicitors. 


Mr David Richards, r.c.A. 
Mr W. S. Risk, B.COM., C.A., F.C.M.A., J.DIP.M.A. 
Mr E. A. Lediard Smith, F.c.c.a. 


Mr P. H. Swan, D.s.0., D.F.C., a member of the Council of 
The Stock Exchange, London. 


Mr Arthur E. Webb, Editor of The Accountant. 
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Chair of Financial Reporting 


NDOWMENT of “The Institute 

of Chartered Accountants’ Chair 
in Accounting and Financial Reporting’ 
at the London Business School was 
announced last week. The endowment 
involves a sum of ‘more than /,100,000' 
over a seven-year period from the 
English Institute's educational trust 
funds. 

The new chair forms part of the 
‘Institute of Finance and Accounting’ 
within the London Business School, 
which opens its doors on October rst 
next, with Professor Harold Rose, 
Esmee Fairbairn Professor of Finance 
since 1965, as its first Director. Other 
prominent City institutions have ex- 
pressed close interest in this new 
development, particularly Barclays 
Bank ‘Trust Company, which has 
undertaken to endow a further chair 
in the subject of portfolio investment. 

Establishment of the “Institute 
Chair', in subjects which were of vital 
interest to the business community as 
a whole, was particularly apt at the 
present time, when British account- 
ants were beginning to make their 
influence felt in Europe, Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., Presi- 
dent of the English Institute, claimed 
last week. Problems associated with 
UK entry into Europe had provided a 
further incentive for the expansion of 
teaching facilities, and the work of the 
new institute within the London 
Business School would be oriented 
towards practical applications, based 
upon specialized applied research and 
teaching. He hoped that establishment 
of the chair would mark a closer 
relationship between accountants and 
the London Business School, and that 
British. financial management would 
gain considerably from the creation of 
powerful new research resources. 

Professor R. J. Ball, m.a., Principal 
of the London Business School, saw 
the arrival of a new opportunity in 
Europe as the occasion for the school 
to embark upon a policy of expansion 
in the field of finance as a whole. 
London, he said, was the natural 
home for the study of finance in the 
UK, given its concentration of financial 
institutions, accounting firms, and the 


head offices of many substantial enter- 
prises. He continued: 

"We are committing ourselves to 
the importance of finance as a major 
area of teaching and research at the 
London Business School. We are 
particularly grateful to our initial 
donors of professorships in the In- 
stitute. We look forward to the Institute 
of Chartered Accountants' new Chair 
of Accounting cementing our relation- 
ship with the Institute, a body which 
plays such an important role in the 
financial community. 

“We also particularly value the 
contribution of a new Chair in Portfolio 
Management from Barclays Bank Trust 
Company which is itself concerned 
with the whole range of investment and 
financial services to the public. We 
anticipate, in the course of the develop- 
ment of the Institute, establishing 
further close ties with other good 
friends in the financial world.’ 

The new endowment, though ad- 
mittedly substantial, is well within the 
resources of CATER - ‘Chartered 
Accountants' Trust for Education and 
Research' — a collective organization 


TEE NASA 


of the several educational trust funds 
available to the Institute, together 
with profits on the sale of certain 
publications. The Institute, which 
already supports chairs and fellowships 
in several UK universities, has con- 
firmed that its present commitment 
for the new chair does not indicate 
any reduction in the availability of 
funds for sponsorship of accounting 
research elsewhere; in fact, as Mr 
G. B. Judd, M.A., F.C.A., a member of 
the Institute's Council, said: ‘Another 
good cause could get a similarly good 
response.’ 


Questions in Parliament 


Ma of all appeals against 
tax assessments relating to years 
before 1955-56 is called for in a 
Parliamentary question put down by 
Mr Peter Rees, Q.c. (Dover, Con.), for 
reply next Thursday; these appeals, 
Mr Rees argues, should be set down 
for hearing at the earliest opportunity. 
Miss Joan Quennell (Petersfield, Con.) 
will ask the Chancellor on the same 
day on what authority the Inland 
Revenue makes charges for the supply 
of public forms connected with appeals 
against its own decisions. 

Mr David Mitchell (Basingstoke, 





New Prize for Certified Accountant Students 


VERSEAS students of The As- 
sociation of Certified Accountants 
will have the opportunity of qualifying 
for a special award, due to the gener- 
osity of Mr Fuad S. Saba, B.Com., 
F.C.C.A., of Beirut, Lebanon. In recog- 
nition of the help given by the 
Association to young people who 
qualify as certified accountants while 
resident outside the UK, and for 
whom the Association's qualification 
is the key to opportunities within 
their own countries, Mr Saba has 
placed a sum of £500 in trust with the 
Association to provide an annual 
prize — to be known as the Saba & Co 
(Overseas) Prize 'to finalists residing 
outside the UK who obtain the highest 
grades in all the sections of the 
Association's professional examination 
for which they enter'. 
At the Association's recent Presi- 
dential dinner, the outgoing President, 
Mr A. W. Nelson, F.C.C.A., F.T.LI., 


welcomed Mr Saba (/eft in the picture 
below), who is currently President 
of the Middle East Society of As- 
sociated Accountants, and expressed 
the Council's appreciation of his gift. 
About 2,350 of the Association's 
members, and 14,000 registered stu- 
dents, are resident overseas. 
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Con.) will ask the Chancellor whether 
he has completed consideration of 
the treatment to be accorded to 
businesses whose claims for rebate of 
purchase tax or excise duty upon the 
introduction of VA'T were received 
after April 3oth. 

" From the Opposition, Mr William 
Hamilton (West Fife, Lab.) is to ask 
for additional steps to eliminate or 
reduce tax evasion by the transfer of 
assets to territories outside the sterling 
area. 

Mr Hamilton, supported by five 
other Labour members, is also calling 
for the establishment of a Royal 
Commission to inquire compre- 
hensively into the problems of charities. 
The motion suggests that the Com- 
mission should examine their public 
accountability, democratic control, and 
taxation privileges. 

It expresses appreciation of the 
work done by many charities, but 
points out that 80,000 organizations 
are registered with the Charity Com- 
missioners. The Commissioners, it is 


. suggested, are inadequately equipped 
to ensure satisfactory surveillance of 


'such a growth industry' which in- 
cludes organizations as disparate as 
Eton College and the Spiritual Re- 


~ generation Movement Foundation of 


Great Britain. 


Frauds on EEC 
Agriculture Fund 


Slee ats by the audit board 
on the EEC common agriculture 
fund made 'alarming reading to an 
accountant’, Mr Rafton Pounder, M.A., 
F.C.A., M.P. (Belfast South, UU) de- 
clared in the European Parliament 
last week. He found it almost incon- 


ceivable that an accounting system was 


so deficient that it should be necessary 
to refer to 'frequent and irregular 
entries of funds in accounts outside 
the budget” and the 'recurring over- 
spending and transfer of funds under 
certain budget headings which falsify 
the appropriations authorized by the 
budget authorities”. 

The mind baulked at the reactions 
in national Parliaments if strictures 
such as these were made about items 
of public expenditure in their in- 
dividual countries; there was an 
urgent need for a massive shake-up. 
The fund accounted for go per cent 
of EEC budget expenditure, and 
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this made it the more important. 

He realized that when the expendi- 
ture concerned related to vast sums — 
about £1,100 million — it was difficult 
to introduce and implement a fraud- 
proof accounting system, but the 
effort must be made. 

Mr Pounder, who has some experi- 
ence as a member of the Westminster 
Public Accounts Committee, urged 
the early creation of such a system for 
the European Parliament. Members, 
he said, had a duty to the European 
Parliament to see that the budgetary 
committee's recommendations on con- 
trol of the fund were carried out. 
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Industrial Members' 
Poor Response to 
Courses 


Poor response from members in 
commerce and industry continues 
to give concern to the ICA Courses 
Committee, said Mr Brian Maynard, 
the committee’s chairman, last week, 
and it was hoped that the courses 
which were being developed in the new 


_ subject area of behavioural skills would 


appeal to members in the management 
field. 

The wide range of courses now avail- 
able in the auditing subject area was 





Direct Taxes and VAT 


REATMENT of VAT for income 

tax and corporation tax purposes 
forms the subject of a recent practice 
note from the Inland Revenue. In 
general terms, if VAT is borne on 
expenditure which is allowable for 
direct tax purposes, the VA T-inclusive 
cost will be allowed. 

Thus, for instance, a trader who is 
not a taxable person for VAT (by 
reason either of his output being 
wholly exempt, or of his turnover not 
exceeding £ 5,000 p.a.) will suffer VAT 
on the bulk of his business expenditure 
and, where the expenditure itself is 
allowable, the related VAT will also 
be allowed. If expenditure qualifies 
for capital allowances, those allow- 
ances will be based on the VAT- 
inclusive cost. On the other hand, a 
trader whose total output is taxable 
(whether at the standard or zero rate) 
and who operates a VAT account on 
the lines of Customs and Excise Notice 
No. 700, setting VAT on outputs and 
on inputs against one another, would 
be required to take income and ex- 
penditure into account exclusive of 
VAT in computing his income for 
direct tax purposes. 

'There are certain categories of VAT 
on inputs which are non-deductible — 
notably that relating to the cost of 
motor-cars and entertaining. This VAT 
will no doubt be included in the 
accounts of the business as a part of 
the expenditure to which it relates. 
So far as motor-cars are concerned, 
capital allowances will be computed 
on the cost inclusive of VAT and 
the entertaining expenditure which is 


not allowed as a deduction for direct 
tax purposes will be the expenditure 
inclusive of VAT. 

If a trading debt becomes bad it 
may well include the VAT related to 
the sale. As this tax will have been ac- 
counted for and cannot be recovered 
from HM Customs, the full amount 
of the bad debt would be allowed as a 
trading expense for direct taxation 
purposes. 

As explained in HM Customs and 
Excise Notice No. 706, a taxable 
person whose output is partly exempt 
and partly taxable may set off only 
part of his VAT on inputs against his 
VAT on outputs. VAT on inputs 
which cannot be set off may comprise 
two elements: 

(a) that which is non-deductible be- 
cause it relates to motor-cars or to 
business entertainment; and 

(b) that which is referable to the exempt 
output. 


The treatment for direct tax pur- 
poses of non-deductible VAT on 
inputs under (a) will be the same as 
for a wbolly taxable person. VAT on 
inputs within (5) should be allocated 
to the categories of expenditure giving 
rise to it, and its treatment in com- 
puting income for direct tax purposes 
will be the same as the treatment of 
the expenditure to which it relates. 

The Inland Revenue has announced 
its intention of issuing further practice 
notes as and when it becomes possible 
to identify particular problem areas. 
In the meantime, the local Inspector 
of Taxes should be consulted in any 
case of difficulty. 
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proving popular, said Mr Tony 
Pinkney, Chairman of the Auditing 
Courses Sub-Committee. Mr Pinkney 
described to accountancy press re- 
presentatives how the current range 
of post-qualifying courses in auditing 
had developed since the first auditing 
course was presented in January 1969. 

The auditing courses programme 
is now divided into two broad cate- 
gories - General Audit Practice, and 
Specialized Audits. A further distinc- 
tion is made between the needs of 
'instigators', that is, audit partners and 
managers who plan, control and review 
an audit; and 'doers' — audit staff who 
undertake the routine auditing work. 

The needs of medium-sized and 
smaller accountancy firms have been 
of particular concern to the sub- 
committee in determining the content 
of their programme, and the fact that 
there has been a very high level of 
response from the four to 20-partner 
range of practices shows this to have 
been worth while. 

In the subject area of taxation, too, 
it is the Courses Committee's aim to 
build up a topical series, dealing with 
the impact of new fiscal legislation 
and developments in taxation practice; 
a series dealing with specialist topics 
such as overseas income, back duty 
and partnerships; as well as the 
standard series of courses covering 
the major divisions of direct and in- 
direct taxation. 


Commonwealth to Speed 
Metrication 


EPRESENTATIVES from 28 

countries and from the East African 
Community attended the Common- 
wealth Conference on Metrication at 
Marlborough House, London, from 
April 24th to 28th. Following a 
general survey of progress in indi- 
vidual countries, there was complete 
agreement on. the inevitability of the 
change and on the urgent need to 
press ahead so as to achieve speedy 
completion consistent with the re- 
sources and circumstances of each 
country. 

Those countries which are well 
advanced with the change-over were 
able to report that they had not met 
any serious problems in industry and 
that the impact on consumers had 
not given rise to the difficulties 
which some had expected. 
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Directors’ Duties 
OMPANY law in the UK is 


still predominantly shareholder- 
oriented, and lacks any objective de- 
finition of the obligations of directors. 
Within the context of the anticipated 
Companies Bill, the Department of 
Trade and Industry has received a 
number of suggestions designed to 
alleviate this state of affairs — including 
two-tier boards on the Continental 
model, and the compulsory appoint- 


Shock Result in 


SHOCK result from the Man- 

chester district society area has 
Senare the Council of The Institute 
of Chartered Ac- 
countants in Eng- 
land and Wales of 
the services of one 
of its most able and 
respected members. 
Mr A. H. Walton, 
F.C.A., President of 
the Institute in 
1971-72, lost on a 
minority poll by 
fewer than so votes to a relatively 
unknown candidate, Mr T. J. Melville, 
A.C.A., A.T.L.I., who was admitted to 
membership of the Institute last 


Mr A. H. Walton 


year. 
The result, declared earlier this 
week, was: 
Mr T. J. Melville 643 
Mr A. H. Walton 599 
1,242 
Spoiled papers E La I3 
Total votes cast 1,255 





This represents a 48:4 per cent poll 
of an electorate of 2,591. Minority 
polls have also been reported from two 
other districts, with the following 
results : 


Mr T. J. Melville Mr R. F. Griffiths 








Mr A. C. Essex 


Mr E. C. Sayers 
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ment of non-executive directors. E. 
The subject is one which lends  . - 
itself to a certain amount of special 
pleading. Thus, for instance, the 
TUC is already on record with a A 
cautious welcome for the two-tier A 
board concept — provided that worker m 
participation can be adapted to the — 
British system of industrial relations, n^ 
and that trade unions were able to 
control the appointment of worker eS 
representatives to half the seats on the — 
supervisory board of any company ^ 
a 

Council Election a 
A 

Birmingham and West Midlands i 
(2 seats) Electorate: 4,028 1 
Mr R. F. Griffiths 720 ži 
Mr E. C. Sayers 719 E 
Mr M. J. Groom (not elected) 550 E 
Southern (1 seat) Electorate: 1,720 E. 
Mr A. C. Essex 204 A 
Mr D. Rich (not elected) — .. 189 5 
Mr T. V. Gould (not elected) . . 74. = 

ij 

Writing of the machinery for direct sA 
election of Council candidates in our 4 
issue of August 24th, 1972, we said jd 
“The Special Committee must have 4 
had well in mind, in recommending 7 
this particular change, a corrective to E 
the apathy which so many of the e 
Institute's members display in its k 
affairs; but if this apathy persists, its ai 
existence will be no less marked A 
under the new procedure, and its E" 
effects potentially more disastrous.’ A 
To date, with two district societies i 
(London and South Eastern) still to 3 
declare their results, the new procedure 7 
has resulted in unopposed Council 2 
nominations from eight areas and : 
minority polls in three others, coupled ~ - 
with the ousting of a Past-President — 
whose devotion and personal example E 
did much to restore the credibility of ^1 
the Institute during an exceedingly ^ 
difficult period. A 
3 
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with more than 200 employees. Under 
these conditions, the TUC would 
find two-tier boards ‘a probably desir- 
able development). 

On the other hand, a recent memo- 
randum to the DTI from the Institute 
of Directors argues very strongly 
against the introduction of two-tier 
boards at all. Development of the 
two-tier board in Europe, it is claimed, 
arose out of circumstances such as the 
re-establishment of German industry 
after the Second World War and the 
bank-dominated structure of European 
industrial finance, which have no 
relevance or direct counterpart in 
Britain. 

Among specific objections listed by 
the Institute are that the executive 
board is wholly dependent, for its 
continuance, on the supervisory 
board’s approval; the requirement to 
refer key decisions to the supervisory 
board introduces an undesirable ele- 
ment of delay and uncertainty into 
the decision-making process; and the 
supervisory board itself may become 
a negative and self-perpetuating oli- 
garchy. This in turn raises the over- 
riding problem of the availability of 
persons of suitable calibre for appoint- 
ment to a supervisory board. 


Office Hours and 
Salaries 


HITE-COLLAR trade unionism 

in offices has almost doubled 
in the UK over the last five years, 
according to a survey carried out by 
the Institute of Administrative Man- 
agement. Based on examination of 
900,000 office staff in 736 different 
organizations, it reveals that salary 
scales are now negotiated with a trade 
union or other association of workers 
in 32 per cent of offices; the figure in 
1967 was 18 per cent. 

The survey, Office Hours and Pay- 
ment Practices (Institute of Adminis- 
trative Management, 205 High Street, 
Beckenham, price £6) also shows 
that shorter hours are worked in 
London offices than elsewhere -— 
attributed by the authors to recruit- 
ment problems in London, and the 
distances many London office staff 
have to travel between home and 
work. 

Since 1967, the standard office 
working week has been reduced in 16 
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per cent of cases throughout the 
country; about one-third of offices 
surveyed now have a standard week of 
less than 36 hours. Flexible working 
hours, in which staff choose their own 
hours within certain limits (The 
Accountant, September 28th, 1972) 
were in operation in g per cent of 
offices surveyed. The system seems 
to be in experimental use, mainly 
where there are special staff recruiting 
problems or where rush hour travel 
difficulties are considerable. 

The survey shows that 52 per cent of 
establishments have equal pay (manda- 
tory by December 1975) for men and 
women, although this figure includes 
the public sector of employment 
where equal pay has generally been in 
operation for some years. 
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Double Taxation of 
Retailers 


CE ao à opting for the cash 
basis of assessing gross takings 
for VAT purposes may be facing a 
measure of double taxation, it was 
suggested last week. 

Unpaid customers’ accounts at 
March 31st, it has been officially 
stated, are not liable to VAT, and 
Customs and Excise officers have been 
instructed to follow up any apparent 
attempts to impose a VAT surcharge 
on such balances (The Accountant, 
April sth). However, if the goods 
supplied were of a category liable to 
purchase tax, they would not rank for 
purchase tax rebate on March 31st, by 
reason of not being 'in stock' at that 





Canadian CAs' Study of Insurance Reporting 


etn) de reporting for life in- 
surance companies forms the sub- 
ject of an important accounting study, 
sponsored by the Canadian Institute 
of Chartered Accountants as the latest 
of a series to promote discussion of 
specific accounting and reporting issues. 
This 190-page paper investigates the 
diversity of practice followed by life in- 
surance companies and examines some 
of the reasons why they have, until 
now, removed themselves from the 
practices of commercial organizations. 

According to the study, many of 
the differences in accounting prin- 
ciples stem from the fact that statutory 
accounting procedures and practices 
approved by federal and provincial 
Legislatures are primarily oriented 
to the solvency of the company and the 
protection of its policy-holders. On the 
other hand, generally accepted account- 
ing principles presume a company to 
be a going concern, and its financial 
statements to be used by a variety of 
persons for a variety of purposes. 

An important conclusion is that 
financial statement disclosure for life 
insurance companies should be im- 
proved and that those companies 
should adhere to generally accepted 
principles. 'l'he study states un- 
equivocally that generally accepted 
accounting principles should be 
applied to stock, mutual and fraternal 
insurance organizations. 


This differs significantly from a 
recent American study ‘Audits of 
Stock Life Insurance Companies' 
which advocates the use of generally 
accepted principles, but from which 
mutual companies were excluded after 
much debate. The Canadian study 
group reasoned that, since life insur- 
ance companies are in competition 
with one another, policy-holders and 
others should be able to compare a 
mutual company's financial position 
and results of operations from period 
to period with other mutual companies 
and with stock companies. Also, since 
policy-holders of mutual companies 
elect their directors, accepted prin- 
ciples make it easier to assess the 
directors' stewardship than do financial 
statements based on statutory account- 
ing. 
The CICA study calls for stock life 
insurance companies to disclose their 
earnings per share; at present very 
few companies give their share- 
holders this information even though 
it is regarded by many to be an 
important indicator of a company's 
performance. It also urges these com- 
panies to issue quarterly earnings 
reports. 

Copies of Financial Reporting for Life 
Insurance Companies may be obtained 
from the Canadian Institute of Char- 
tered Accountants, 69 Bloor Street East, 
Toronto 5, Ontario, price $6. 
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A new retirement plan 
for self-employed people 
fromthe biggest name 

in British pensions 


has gotto be 
worth looking into... 











Here's your chance! 


Fill in the coupon now for your copy of L & G's Personal employment, just what L & G can do for him. The best way 
Retirement Plan booklet. Written with clients in mind, it ^ to sell a plan is to make it easily understood. And that's 
tells the self-employed man, or the man in non-pensionable what this carefully thought-out booklet does. 


ett 
P m o PT 


'To: J. B. Craddock, Legal & General Assurance Society Ltd., 
Temple Court, 11 Queen Victoria Street, London, EC4. 
Tel: 01-248 9678. 


Please send me L & G’s Personal Retirement Plan booklet. 
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The boss remains in total control. 
ICL 2903 is a unique system. Unlike most small 
business computers, the boss can put his finger on any 
information he needs instantly. The secret is a video 
with a keyboard. He could use it to summon up a 
client's credit rating while he talks to him on the 
phone: all he needs to do is press a few keys and 
the account history appears on the screen before him. 


The accountant continues 
torun the system. 
The man in charge of the accounts department 
should be able to control the system. Unlike most 
systems, this actually happens with 2903. 

The system has been simplified so that the 
accountant, or his staff, can write their own programs 
(ICL train them FREE). The accountant will find this 
computer system no more complex to manage than 
whatever mechanical methods he used before. 


Ex-comptometer operator 

becomes computer operator. 

With ICL 2903 there's no need to change your staff. 
Comptometer operators, typists, accounting 
machine operators can all be trained to operate the 
, system. ICL undertake to retrain them FREE. 
Soon they will be confidently supervising 

ut ofthe computer via a machine that can 

"eie ANC print up to 600 lines 
per minute. 
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Europe's world-wide computer company 
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The only small business computer | 
that lets the boss know everything the | 
computer knows-at a glance. 


nternational Computers | IC L 


e^ 


And the output? Invoices, production reports, sales 
analyses, stock reports, sales forecasts, V AT 
returns—and so on, in the form you require. 


Ex-typists enter raw information. 
Another unique, trouble and money-saving feature 
of ICL 2903: raw information, in the form of invoice 
copies, receipts etc. is entered directly into the 
computer. Most other computers in this price bracket 
makethis a two-stage operation: first, converting the 
information into a form the computer can understand 
(cards or tape), then running the "translation" 
through the machine. 2903 avoids the expensive 
middle stage. 


ICL 2903 - the best complete 
small computer system. 
ICL 2903 can start saving you money as soon as it is 
installed. Your staff will have been all ready trained 
and familiarised with the system at an ICL Customer 
Centre: and the programs will have been written and 
thoroughly tested free at the same place before the 
system is installed in your offices. All in all ICL 2903 
1s by far the simplest system to install and operate, 
and yet even in its basic form it's faster and more 
powerful than any inits price range: the best small y 
computer system in the world. 


e mee me 


To Ken Eke, Marketing Manager, 
International Computers Limited, | 
Bridge House South, Putney, London, SW6 3JX. ! 


Please send me full details of the new ICL 2903. 
Name 

Company 

Position 

Address 
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We interpret 
the European 
property market 


Property investment consultants 
and advisers on the sale, 
purchase, valuation and rating 
of commercial and industrial 
property throughout the 

United Kingdom and in Europe 


Debenham Tewson 
& Chinnocks 


Chartered Surveyors 


Bancroft House Paternoster Square London EC4P 4ET 
Telephone 01-236 1520 Telex 883749 


28 Grosvenor Street London W1X 9FE 
Telephone 01-499 9152 Telex 883749 


38 Rue de Lisbonne Paris 8€ 
Telephone 522-83-10 Telex Monceau 65742 


Also at Cardiff Kingston and Richmond 


To discover LEWIS, COATES & LUCAS LTD 


the advantages 
that only 








LAW STATIONERS 
COMPANY PRINTERS 


Investment | COMPANY AGENTS 
AITC Trust Draft Memorandum and Articles 


supplied by return of post 
Company Seals and Books 

Notepaper, Bills, etc., printed 

Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


Companies 


can offer, | 
send for the free booklet 
for investment advisers. 








inclusive 


Please send me a free booklet on "Investing in 
Investment Trust Companies”: 





38/40 FEATHERSTONE STREET 
LONDON EC1 


| 01—253 2977/8/9 and Telex 262687 
| 01-251 0344 (7 lines) 


Post to: The Association of Investment Trust Companies 


+ 
Pam E SR A SS eG: | 
7 Angel Court, Throgmorton Street, London EC2R 7HS | 


| 
| 
| Address 
| 
| 
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date; whereas the ‘proceeds of the 
transaction, when received on or after 


April 1st, by a retailer opting for the 


cash. basis, must be included i in gross 
takings for VAT. 

This is a point of which a number 
of retailers seem to have been un- 
aware. It does not affect those who 
have opted to regard the time of 
invoicing as the tax point; but this 
alternative calls for additional record- 
keeping; and raises a risk of potential 
VAT liability on bad debts. 


Professional 
Misdescription 


WO former members of The Insti- 
tute of Chartered Accountants in 
England and Wales had continued to 
describe themselves as 'chartered ac- 


countants' after being excluded from : 


membership, the High Court was told 

last week. On the application of the 
Institute, Mr Justice Templeman 
granted injunctions to restrain Mr 
. David Michael Cheswright, practising 
"at 1048 High Street, Billericay, and 
Mr. Jayantilal Sankalchand Shah, of 
43 Grenoble Gardens, Palmers Green, 
from so describing themselves. 


Mr Cheswright and Mr Shah were 


further ordered to modify or destroy 
all stationery on which they were 
described as 'chartered accountants', 
and to file affidavits of compliance with 
the Court's order. | 
Disciplinary proceedings against the 
defendants in this case were reported 
. in The Accountant for June 15th and 
' September 7th, 1972. Mr Shah -had 
been found guilty of giving, on. three 
consecutive occasions, unwarranted 
certificates of compliance with the 
Solicitors! Accounts Rules; and Mr 


- Cheswright of two counts alleging ^ 


failure to attend to professional busi- 
ness, and two of failing to implement 
undertakings given to the Institute. 


AICPA To Review 
Audit Methods 


M ASSIVE irregularities in financial 
statements of the US Equity 
Funding insurance company (The 
Accountant, May roth), may indicate 
à need for changes in.the auditing 
methods now in general use. The 
American Institute of Certified Public 
Accountants recently announced the 


- THE ñ a 
“ACCOUNTANT: 


- 


E of-a seven-man special 


committee ‘all of whom will have to be _ 


not only deeply experienced in audit- 
ing procedures, but prepared to devote 


to the matter the very considerable 


time a comprehensive study “will 
require”, to consider.this question, 
under the chairmanship of Mr Marvin 
Stone, managing partner of a Denver 
public accounting firm and a Past- 


-` President of the AICPA. 


A resolution of the AICPA board of 
directors initiating’ the move noted 
that the Equity Funding bankruptcy 
'caused enormous losses to invéstors 
and creditors, apparently by reason of 
massive and collusive fraud’ and stated 
that a determination of whether 
changes are called for in generally 
accepted auditing standards should not 
wait until responsibility for the col- 
lapse is established. 

Mr Le Roy Layton, President of the 
AICPA, said that the appointment of 
the study committee was not directed 
toward .dealing with possible depar- 
tures from requirements of the Insti- 
tute’s code of professional ethics. Any 


such question, he said, would be: 


handled by the Institute’s division of 
professional ethics. i 


Pay Board Gets to Work 


BOUT 1,700 projected pay settle- 
ments, affecting five million em- 
ployees, were submitted to the Pay 
Board for adjudication during the 
first 28 days of its existence. Of this 
number, more than 150 settlements 
involving two. million employees , have 
been cleared. 

Addressing a recent conference in 
London, sponsored by the Financial 
Times, Sir Frank Figgures, chairman 
of the Pay Board, said: ‘We have 
plenty of work on hand, and we are 
dealing with it as expeditiously as 
possible. We must be quick — but we 


must also be careful. In this context 


carefulness means, among other things, 


being consistent as between.one settle- ' . 


ment and another. 


‘But we must also aim to be quick- ` 


for another and more human reason. 
We want to avoid inconvenience and 
undue delay to anyone, especially 
to ‘employees who are understandably 
anxious to receive their increases as 
quickly as possible”. 

The Board is also required to submit 


to the Secretary of State for Employ- , 


ment of the Environment, 


671 


ment, by September rsth, a report on `` 


anomalies within the pay structure. 
“Sir Frank has invited, “at the risk of 
. being overwhelmed with evidence, all’ 
groups who think their situation to be 


anomalous because of the impact of. 


the standstill to write to the Pay 
Board with the details. 
The Board, he said, was concerned | 


to know not only the situation. of 


large groups of employees, but also 
what had occurred in local plant or 
company level negotiations, 


important that knowledge of such 
cases should be as comprehensive as 
it could be, since the report might 
influence both the amount available 
to rectify anomalies and its distribu- 
tion among groups of workers. 


Standstill Order on 
Business Rents 


XISTING dal orders on - 


business rents under powers con- 
tained in the 
(Temporary Provisions). Act 1972 have 
produced, in the words of the Depart- 


unintended effects and anomalies’. 
The orders concerned are SI (1972) 
No. 1850 or (for Northern Ireland) 
No. 1913. 

A new order, the Counter aniston. 
(Business Rents) Order 1973 (SI 
(1973) No. 741) was published last 


week under the provisions of. the 
Counter-Inflation Act 1973. The new - 


order follows a pattern similar.to that 
of the 1972 order, but it also clarifies. 


-or alters the impact of the standstill 


in the following ways: 


^ (a) Building leases are excluded from 
the definition of ‘business tenancy’ 
in article 2 (2), and thereby- from 
the operation of the order; 


(b) Express provision is made for the 
ascertainment of the standard rate 
of rent by apportionment of.the - 

. standard rate of larger premises and . 
the aggregation of standard rates 
of smaller premises (article 4); 


(0) Provision is made in article 6 for 


the standard rate to be varied to | 


take account of substantial changes 
in the use of premises; 


(4) Under certain tenancies which | 
provide for an initial concessionary 
rent and for a higher rent during or 
. at the end of ss first year of the 


‘Counter-Inflation: 


“certain. 


where ` 
there could well be anomalies. It was’ 
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is Control of business rents, 


. THIS IS MY LIFE 


+ Taking the Risk 


p m by An Industrious Accountant. 
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tenancy, the rent is, allowed to rise 
to that level (article 8); 

. (e) The standstill is extended to rents 
. under superior tenancies in cases 


where a business tenancy is subject ' 


- to the standstill (article 9); and 
(f) The provision that contravention- 


contained in section. 17 -of the 


" - | Counter-Inflation Act 1973, ond 


not in the order itself. 

it has' 
been confirmed, does not. ‘extend to 
"new lettings’ — defined as a business 
tenancy. granted after November sth, 
1972, where the property comprised in ' 


` the tenancy consists of_or includes 


_ premises in relation to which there is 
. not a standard rate, and any superior 


. : aa cae after that date. 
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HE chairman said, with just ihe faintest hint:of con- 

demnation, that.our insurance premiums seemed high.. 
-His colleagues frowned pointedly in my direction. It was 
“necessary to enlighten their mental darkness. 

Our excellent claims record over several years past had 
ensured us a sound basis for demanding minimum pre- 
|," mium rates, I explained. Indeed, our insurance brokers | 
' were wont' to mutter reproachfully about not covering 
. their administration costs and their need to close their 
. doors if they'd got many more clients like us. 

The deputy chairman said grumpily that their’ damn 
motor premiums hád him nearly bankrupt, especially 
since his wife skidded into a shop. window; but the chair- , 
man ignored this irrelevancy and invited details. . 

!— Wehad a bundle cf low-rated policies for fidelity, cash in 
: transit and so forth, and our common law cover cost little - 
enough, I said. Public liability was higher, but reasonably - 
in line with comparzble MENO The big item was our 


fire-i insurance. x 


. Everybody, it transpired was an expert on fire insurance, .. 
' Brinny had a gloomy tale of his burned-out seaside cottage 
. being altogether undérvalued and the ‘condition of average’ 
. applying inexorably. The managing director pulled out his. 
„slide rule.and pontificated on annual escalation, and the. 
- deputy-c returned to the fray with an estimate of building 
~: replacement costs that staggered his audience. 
— "The.chairman had one of those. spontaneous flashes: of 
brilliance which has plagued his subordinates” lives “for 


Going Public 


of the order is an offence is now _ 


t 


"ACCOUNTANT ^. l 
Telephone inquiriss. about ; the 


effect of the Government's: counter- - 


inflation measures on business rents 


should be made to the DoE Business. 


Rents Directorate at 05-212 4277. 
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EFORE a compary should con- 
template a flotaticn, it ought. to 
have a good profit record over a num- 


ber of years. The company must have 
sufficient potential grovth in hand not 


to be “selling out at tke top’. This is 
one of the points made in a new book- 
‘let entitled Going Publiz, published by 
Industrial and Commercial re 


Corporation Ltd. 
Written by Michael Richardson, 


' manager of its new issues and mergers 


i 


i 


the 


' methods and costs, : -and the role’ of 


z 4 "May 17ih, in, 


T the: booklet provides’: a 
check list for those companies con= 


_templating obtaining a quotation for 


their shares. It analyses the advantages, ` 
timing, the work involved, 


financial advisers. | 
_Mr Richardson points out the i im- 


“portance of planning. an issue months.. 


ahead with ‘the help of the ‘issuing’ 
house; if possible, the corporate plan 
should include the flotation for some 
years in advance. Included in the book- 


let is a.specimen time-table and critical 
path analysis for a flotation, from the: 


meeting between directors of the com- 
pany and the i issuing house to discuss: 
strategy and timing of a flotation, to. 
the day when share certificates aré 
ready for exchange. 


^ 


mcnths.past. Why not insist on cuts in our premiums: 
P provided we accepted the first so much — say £50,000 — of 
. an* claim, he asked. After all, he got 5 per cent off his car: 


‘should prevail. . 


insurance for MM the first Las, and the same principle. 
. The deputy-c said sourly that he had to 
take the first £2 co to get any cover at all, and a lot of anec~ 
dotes were exchanged. ` 

It came as news to them is for many years we'd got a 


. small cut for taking the first £5,000 — primarily to avoid, 


P 


fussing over minor claims, like the time some half-witted. 
but ünknown femalé left her cigarette on a mink coat." 
Bu: they would not be satisfied. Phone the broker, dn said 
eagerly ; get somenew quotes. ' ` 

The broker cut them down to size; dre) stores were” 
aprallingly vulnerable, he said. Inflammable dress goods,. 
painted fittings, lift shafts like fire. conductors . 
our sprinklers and extinguishers, we'd go up: like a rocket. 
As he saw it, we were a seven-figure risk and underwriters | 
hac calculated the premiums accordingly. Sorry, no cuts. 

""he chairman-saved face by threatening to self-insure ~ 
but his heart wasn't.in it and we dropped the subject. | 


. despite 
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Arra ngements | 
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by H. S. A. MACNAIR,- FCA, 


In the course of his Budget statement, the Chancellor said that he had / 


been urged by a number of important groups of companies, in 
particular those with large overseas interests, to make more flexible 
the provisions under which companies may surrender advance 


corporation tax to their subsidiaries. In acceding to- this. request, the 


E p l j Chancellor has also taken action to counter certain artificial 
20 manipulations of the group relief provisions, said to involve a possible 

; | E X loss of tax of the order of £100 million a year through what.was in 

l effect the sale of capital and other allowances at a discount. The new 


m 


IITHERTO, ‘section 258 of the Taxes: AE 1970 has 

provided that relief for trading losses and allied reliefs 
might be surrendered to another member of a group of com- 
panies. A company is a “75 per cent subsidiary” of another if 
and so long as not less than 75 per cent of its ordinary share 
capital is owned directly or indirectly by the would-be 
parent; this means whether directly or through another 
company or companies, or partly directly and partly through 
-other companies. The references to ownership are to 
beneficial owhership. and the calculations have to be per- 
formed with arithmetical exactitude:in accordance with 
the rules in section 532 — ee entirely ignore the prac- 
E^ realities of control. : 

A ‘go per cent subsidiary” requires direct ownership only 
by the, would-be parent to the extent of at least 9o per 
cent. For the purposes of group relief eligibility, it’ has: 
hitherto sufficed that a surrendering company be one whose 


business consists wholly or mainly of the carrying on of a , 


trade or trades and that it be a ‘go per cent subsidiary’ of | 
a holding company which is owned by a consortium without. 
also being a ‘75 per cent subsidiary' of another company. 

A trading company fully owned directly by a consortium 
would similarly qualify as a surrendering company. The 
‘holding company” mentioned above is one the business of 
which consists wholly or mainly in the holding of shares 
or securities of companies which are its go per cent sub- 
sidiaries, being trading companies. As might be expected, 
a holding company may also be a surrendering company 
in relation to its consortium owners. A company is owned. 
by a consortium if all of its.ordinary share capital is directly 
and beneficially owned between them by.five or fewer 
companies (designated ‘members’). | 

The. wider scope for surrender of group relief is con- 
stituted as between members of a group of companies, 
if one is the 75 per cent subsidiary of.the other or both are 
75 per cent subsidiaries of a third company. However, the 
75, per cent subsidiary” definition is given a restricted 
meaning so as to exclude companies not resident in the 
United Kingdom, and to disregard share SABER the dis- 


provisions as set out in the Finance Bill are considered below. 


“posal of which by the direct owner, could generate a 
dealing profit; indirect ownership is likewise disregarded 


_if it involves bringing share capital of that type into the 


chain of ownership. Again, any share-capital owned 
directly or indirectly in a non-resident company has to be 
ignored. 

It is important to notice that. the “potential dealing 
profit' barriér is not applied when considering the existence 
of a consortium. It does, however, deny relief to a con- 
sortium member so far as its share is of that type. The share 


of a member in a consortium would, under the rules found 


in section 258, be the percentage of the ordinary share 
capital of the surrendering company which is beneficially 
owned by it (or by the consortium holding company) 
in the relevant accounting period of the surrendering 
company. The average percentage is to be taken if that 
percentage has fluctuated in the accounting period. 


Additional tests of ownership 
The foregoing criteria of ownership will-not suffice when 


" clause 27 of the Finance Bill comes into effect. One ad- 


ditional test 1s that the párent company must be beneficially 
entitled to' not less than the required percentage of any 





profits available for distribution to a certain category of . 


persons, designated 'equity holders” (a term of art) and 


independently of any assets available for distribution on a - 


winding-up. The identification of “equity holders' is a task. 


outside the scope of this article. 
Turning to the position of a member of a consortium, 


a 
-— ry 


its share will in future be taken as the lowest of three - 


alternative. percentages identified in relation to an account-, 


ing period of the surrendering company. ‘These are the 
‘profits’ and ‘assets’ shares mentioned above and the 
percentage of the ordinary share capital beneficially owned. 
Once again, if any of these percentages have fluctuated in 


that accounting period, the average percentage is to be ' 


taken when examining the share applicable to a member of - 


a consortium. Here again, if the surrendering company is a 
al » a Holes, company which is owned by a 


> 4 
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consortium, one looks to: see Bos: the holding company 
stands 1 in relation to its would-be owners. 


Artificial arrangements . 
Clause 28 is concerned with the situation where arrange- 


. ments are in existence by virtue of which, at some time 


during or after the expiry of an accounting period which 


ends after March sth, 1973, one or other of three sets of - 


circumstances applies. ` The circumstances concern two 


companies which would be treated as members of the same 
group of companies. One of the companies has trading 
losses or other goodies available for surrender by way of 
group relief. 

The clause talks in terms of the first company and the 
second company, each being group members. The first 


circumstance occurs where the first company or any 
. successor of it could cease to be a member of the same group 


of companies as the second company and could become a 
member of the same group of companies as a third company. 


s The second arises if any person has or could obtain (or any 


persons together have or could obtain) control of the first 
company but not the second. The third arises when a 


| successor company which is a third company could begin to 


carry on the whole or any part of the first company's trade. 


If any of these three sets of circumstances apply then, - 
subject to transitional provisions, for group. relief pur- 


poses the first company will be treated after March sth, 
1973, as not being a member of the same group of companies 
as the second company. 

Two expressions have been used above without being 
defined. A company is a 'successor' of another if it carries 
on a trade which, in whole or in part, the other company 


- has ceased to carry on and the circumstances are such that 


section 252 of the T'axes Act applies in relation to the two 
companies. The expression also applies to two companies 
connected within the ineaning of section 533. | 


Consortium circumstances 


The circumstances which deny relief to consortia aré 
different. One looks at the trading company owned by the. 
consortium directly or through its holding company (as 
to 9o per cent). Could the trading company or any successor 


¿Of it become a 75 per cent subsidiary of a third company 


at some time during or after the expiry of the accounting 
period: from which the goodies in question are to be 
derived? Could some minority owner have or obtain control 
of the trading company at some time during or after the 


expiry of that accounting period — using 'minority owner' 


to mean any person who owns (or any persons who together 
own) less than 50 per cent of the ordinary share capital of 


_ the trading company. 


Next one asks if any person, either alone or together with 
connected persons, holds or could obtain not less than 75 
per cent of the votes which might be cast on a poll taken 
at a general meeting of the trading company in that 


. accounting period or in any subsequent accounting period? 


Fourthly, could a successor company which is a third 
company begin to carry on, in that accounting period or 
any subsequent accounting period, the whole or any part 
of the trading company’s trade? ~ 

These four questions are not entirely open-ended. For 
the clause to bite, there must be in existence arrangements 
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by virtue of which positive answers to the questions could 
ensue. If it:bites, the trading company drops out of con- 
sideration as constituting.a potential source of surrender 
to a consortium. . l i 

The ‘third company’ in the above discussion i is a com- ` 


- pany which, apart from any provision: made by or under 


any such circumstances as are outlined above, is not a : 
member of the same group of companies as the first com- 
pan; or the trading company 


Transitional provisions 
We start off with a subsidiary company immediately. 
before March 6th, 1973. This is a.generic term for any 
company, whether in fact a 75 per cent or go per cent 
subsidiary, which qualified for group relief purposes as a 
source of surrender in relation to another company — 
designated the parent company. ` "an 
That happy relationship stands to be severed because 


- clause 27 or clause 28.bites. The bite can be suspended if 


the erstwhile happy relationship continues unbroken up 
to March 31st, 1974, and on that date the subsidiary com- 
pany would satisfy the conditions presupposed by the new 
clauses 27 and 28 as discussed above. 

By imposing constraints as to the nature of qualifying 
ownership, clause 27 may diminish a company's share in a 


" consortium as at March 6th, 1973. By forcing a positive 


answer to one of the four questions asked above, clause’ 
28 may. disable a trading company from surrendering 
group relief goodies to members of a consortium. In either 
case, paragraph 9 in Schedule i2 seeks to offer an escape 
route for consortium members whereby averaging in the 
period March 6th, 1973 to March 31st; 1974, is set aside 
and a constant share of ownership substituted by means of a` 
stands:ill which. brings about fulfilment of the requisite 
conditon mentioned: above ‘if the erstwhile happy re- ` 
lationship continues unbroken’. As already indicated, the 
new criteria of trading company-status must exist immed-. 
latelv before April 1st, 1974, and the member’s:share in the 
consortium determined under the new rules must be of the 
same magnitude as it was immediately before March 6th, 
1973. Additionally, the pre-Budget Day percentage of: 
ordirary share capital of tlie trading.company must remain 
unvaried throughout the period March 6th, 1973 to April 


Ist, 1974, so far as concerns beneficial ownership by the 


consortium member (substituting ownership by the holding 
company when that intervenes). 

\ 
Capita! allowances 
There is a privilege for first-year allowances (originated i in 
Chapter I of Part III of the Finance Act 1971) in respect 
of expenditure incurred by the surrendering company on 
the provision of machinery or plant and for allowances 
under section 91 of the Capital Allowances Act 1968 in 


respect of expenditure incurred by the surrendering . 


company on scientific research, in either case where the 


- expenditure is incurred under a contract entered into by 


the surrendering company before March 6th, 1973. For 
this purpose, an amount which the claimant company 
claims bv way of group relief is to be treated as attributable 
to such an allowance to the extent that the amount would - 
not have been available for surrender by the surrendering | 
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“company : “aif the first-jeat- Pe had. bea wer i EL the oiod beginning o on March 6th, 1973; iud 


_ disclaimed. or Dospauec of no scientific research. deduction - 
hàd been allowed. : 


-ending at the end.of the accounting period for which the . : 


. claim | is made there’ must have been,no variation in thè 


= 


"The expression ' ‘parent company” is ed here to denote." "percentage. ‘of the ordinary share capital which’ it bene-^. -: 


„the company of which another. member of the: group was: 
(immediately before March 6th, 1973), a 75. per cent süb- : 
sidiaty. The parent company 's rights are its. rights in its: 
reciprocal member — if the parent company: is either the. 
‘surrendering company or the company claiming relief — 
or (if neither) its rights i in both the porren nne and claim- 
ant companies. > 

It can now. be said- that: the. privilege of group relief as 


"bove is available.if immediately before March 6th, 1973, - 


the: surrendering company arid the company. claiming 
relief were members of a group of companies and. through- * 


out the period from March 6th, 1973, to the end of the ac- . 


j counting ' period iñ- respect of which the claim is made. 
' there is no reduction in the rights of the parent company . 
-with: respect to thé usual 75 or go per cent ownership ' 
tests (under the old rules). Additionally, none of the-seven 
types of. circumstances considered above must have come 
into existence after March 5th, 1973, with respect to any: 

Of the: companies concerned and no variation must bé- 


. made in any such arrangements which are in existence on; 
March 5th, 1973, with respect to any of those companies: . 


. Alternatively: (and retaining.the additional conditions 
. just. mentioned): the company claiming the. privileged. 
relief must haye’ been a member of: a corisortium and. 


F 
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Se 


ficially owns in thé subject company and- no reduction in 
.its rights under the new “profits” and 'assets' tests proposed | 
in clause” 27 as considered above. (s 


- 
+ 


. Anti- aveldanss rules: 
4 


One must end with a reference to the ‘anti-avoidance. rules 
set out in section 101 of the Finance Act 1972 which parallel 
the rules that prevent profitable sales of the shares of | 
companies laden with -losses that a purchaser might hope 
to encash by introducing advantageous facilities. Section 
"IOI'is directed. againstrabuses designed; to encash advance 


Finance Bill proposes to deny the transitional opportunity ' 


to. bring-ownership into line with the new tests if, during - 
the period March 6th, 1973 to April ist, 1974, there i is a 
major change i in the nature or conduct of a trade or business 


(as defined in section' 101) carried on by the subject ` 
, company, or if it sets up and commences a trade or business... 
; which it.did not carry on immediately before March. 6th, 
1973, or if it ceases to.carry on a trade in whole or in part .- 
in a case where the, discontinued line is continued by a 


. connected: company. or one. which qualifies as a successor . 


under section: 252 of the Taxes Act. 
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l parne the past yéar or so, considerable attention ` 
has been given by the Press and other media to the 
‘four-day working, week. A pioneer of the four-day working’. 

- week in the UK, .back.in 1965, was a Yorkshire fitm called ` 
. Rouridhay Metal. Finishers (Anodisers): Ltd. A number of : 
; firms in America took up the idea a few years later, but it 
‘is only in: the last eighteen , months «that the move to a. 


- 


“four-day Wong week has snowballed. pe US 


American experience : 


` As’ the success -of American firms. vi first introduced 
IE became widely known among businessmen, moré and 
-more firms began experimenting: with the idea: Now; each 
- week there is news of a few more firms, in America - 
" switching to the four-day working week. As far as the UK 
is coricerned, apart from the firm in Yorkshire, only one . 
_other firm is known-to be operating: the shorter working . 
week. Although. a number of firms operate' their night - 
- shifts four days a week, tlie rest' of their work-force con- 

- tinues to work a five-day week..." * 
As news of the successful introduction of the four-day. 
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- week in Americas became E in the UK, diei: was a 
flurry of excitement. Management of: large and: small” 
firms, trade unions and others involvéd in industry wanted - 


to know. more “about it.. A number- of séminars and dis- 


cussion meetings were held, including one by tlie Indus- 
trial Society. However, since the initial.excitement passed, — 
very little: has been heard about the. four-day working 


. week; nor, so far as is known, lias: any firm of any size 


Switched to the shorter working week. 

The four-day 40-hour, week, ds the shorter vidis 
week is usually called, does not entail any reduction in. 
normal working hours. Most fitms in this country work: a 
standard 40-hoür week, and-in many cases even less. The' 
standard hours are simply rearranged from 40 hours ‘over 
-five days to.40 hours over four days. This rearrangement of 
| working. hours leaves the worker with a three-day weekend. 

The pioneers adopted thé four-day 40-hour working 
“week to. solve óné or. another problem facing individual 
firms. In. fact, they found that —-apatt from solving their. 
problems in. most. cases — they gained “other unexpected ` 
advantages. These included reduction in absenteeism, 
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` increased productivity, decreased production costs, better 
morale among their workers and a waiting list of potential 


employees. In many cases, while the workers put in a four- 
day week, the firm worked a seven-day weék. | 

Most firms introduced the shorter working week initially 
for an experimental. period. Once it proved successful, 


. they made it permanent: Of course, not all firms found 


the four-day 4o-hour week to their advantage and some 
reverted to their old working schedules. Among the 
problems were complaints from customers and suppliers 
who could not contact the firm on the fifth day. 

The majority of American firms who are working a 


,, four-day week are small; they are also, in the main, non- 


unionized and have a progressive management. Before 
they began experimenting with the four-day 40-hour 
week, they consulted their workers and kept them informed 


... on developments; taking the workers into their-confidence 


` helped many ficms overcome some of the teething problems. 


; Many workers were at first sceptical about the shorter 


working week, but once they saw how it worked in practice, 
they began to give their whole-hearted support. In many 
cases, even if the management wanted to, they would have 
found it difficult to go back to the E week because 
of their workers' resistance. 

Apart from a three-day weekend, the workers fóund 
that there were many other advantages. They could now 
go to the dentist or doctor on the ‘fifth’ day, whereas in 
the past they had to take a day off for the most Epa 
Hence the reduction i Ir: absenteeism. x 


"Planning 
_ Introducing a four-day 40-hour ee is not as simple as it 


y sounds; it involves a lot more than just rearranging the 


H 


standard hours. It requires a.lot of planning by a deter- 


" mined management, working in co-operation with the. 


workers. It is not surprising that the larger firms have not 
followed the, lead given by the relatively smaller firms on 
this. 

. Chrysler Corporation, the. American motor manu- 
facturers, set up a committee with union and management 
representatives to consider the feasibility of introducing the 
four-day working week as one cure for the industry's 
chronic problem of absenteeism. Unfortunately, the study 
has since been abandoned because of the numerous 
problems introduction of the four-day week would have 
created, i.e. scheduling, and the need for large investment 
for increased storage facilities and modifications. 

It is, however, only a matter of time before the large 
American firms solve these problems and begin operating 
a four-day working week. At the same time, it is difficult 
to explain why British firms are slow in experimenting with 
the shorter week. It may be that the traditionally con- 


servative management in this country is afraid of the. 


unknown. , 

It is clear that operating a four-day 40 hour week schedule 
could be beneficial to a manufacturing firm, but: why 
should accountants take a closer look at the shorter working 
week?. There are at least three reasons why accountants 
should concern themselves with the four-day week. 

First, despite the cautiousness of firms in this country, 


«as far as the four-day 40-hour working week is concerned, 
once a well-known company successfully introduces it — 
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and this may not be very far off - ihi interest in the shorter 
working week mentioned. above: will almost certainly be 
revived and could provoke a snowball effect. * 

Once managements decide that they would like to 
introduce the four-day working week, they will need 
guidance and advice. They will want to know if it will 
work for them; which problems will arise and how can 


they be dealt with; what is the best way of getting the 


maximum advantages out of it; and what organizational 
changes are necessary for the successful adoption of the 
four-day week. Naturally, they are going to turn to their 
accountants for help. If accountants are not ready or able 
to provide the service, the clients will turn instead, to 
manazement consultants. 

- A: second reason is that, once the snowball gets rolling, 
moze and more firms will'introdüce thé four-day working 
week. This will mean that accountants will have to re- 
arrange their audit to fit in with the clients’ working week. 
If accountants are still operating a five-day week, then this 
could create administrative problems, not to mention the 
inefficient use of manpower. 

- Thirdly, accountants need to take a closer look at the 
four-day working week in relation.to their own staff. Tt has 


been argued by some that it is not possible for professional 


firms to adopt the shorter working week, particularly if 
their clients are still on a five-day week. A number of 
professional firms in America, including architects, have 
successfully introduced the four-day working week. One 
of the few British firms-on a four-day week is. a firm of 
design consultants. 

If taere is the will; the management could and should be 
able to arrange the working week in such a way as. to 
ensure that some of the staff are available to answer calls 
frorn clients on each of the present five working days, 
while still working individually a four-day week. 


"Advantages to accountants 


For some time there has been a general desire to raise 
standards within the profession. The extra day off would 
give articled clerks as well as qualified accountants op- 
portunity- to attend seminars and discussion groups. It 
would also enable. them to spend more time to read the 
various accountancy publications and thereby keep abreast 
of new developments. 

Manufacturing firms on a Rida working week have 
found that the shorter working week reduces absenteeism, 
and there is no reason why this should not be repeated in a 


‘professional firm. The shorter week could improve staff 


morale and, as a result, productivity. 

As accountants charge clients, on time spent on the 
job, and as the four-day week leaves standard hours as 
they are, there should be no major. effect on the total fees 
collected. In fact, if the increased productivity materializes, 
the total fees could go up. The first firms who introduce 
the shorter working week would also find -that all of c 
sudden there is a waiting list of potential employees wanting 
to join the firms. This will Ee them the opportunity tc 
pick the best of the staff. 

There are, of course, likely to be disadvantages, varying 
from one firm to another. It is also possible that some 
firms, because of the nature of their practice, would not 
find it possible to introduce.the shorter week. 
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Company Secretaries, Company Chairmen and 
Company Financial Directors — all busy men -— 
are not as a rule trained in Company insurance. 

Where they see a risk-free situation, the CIB 


- broker who is so trained— may well see a- 


minefield of potential disasters. . 

-> Part of the broker's function is to under- 
stand risk management. This does not simply 
mean insuring against. everything; it means 


surveying the Company's operations, spotting. 


areas of risk, and seeing the best way to avert 


_ them. 


“Those that cannot be averted múst E 
insured against. And this the CIB broker is 


well-equipped to do, having an intimate know- . - 


ledge of Lloyds, and of the policies offered by 


British Insurance Companies, as well as a deep _ 


fund of experience to draw on. 

When claims arise, he will help you with 
them; he wil keep you.in touch with any 
changes in the insurance market and advise 


you on any appropriate changes i in ore pone: i 
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and he will arrange international insurance if 
you need. it. 
It would be true to say that until a CIB 


broker has studied your insurance needs, you 


cannot be certain that you are fully protected 


against. all risks - however inconceivable they 


may appear. 

Send to us for a list of CIB brokers in your 
area. They will all have met the high professional: - 
and financial standards of the CIB, and they ` 


_will all be able to ensure that, you are spending 
“no more and no less than you should be on 


insurance. 
JOSE drop à à line to the address below. 





The Corporation of Insurance Brokers, 
15 St, Helen’ s Place, London: EC 3A 6DS. 
"- 01-588 4387. "e 
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| P - Companies fail every day of the you well ahead in the business race. : 
om . week. Often they could have been  ' our present accounting system. | : 
NR - . saved. Too often they arenot. ^ could be costing £70 a week or more. 
| ' ; Change is just one of the causes. . |» We don’t guarantee to better that. But di 
- + Changes in taxation laws, company : “together we can guarantee increased a oao 
TS - - Jegislation, finance controls, salary’ efficiency. And flexibility. = — EE 
= structures — every kind of change. " `, Send the coupon today. |. "T 
: —... Some management systems just © .. We don't believe in failures. - ^ -. - 
ER E A 0. PHILIPS ELECTROLOGICA LIMITED > . 
T At Philips Electrologica we aim to AA A AA AO — ME 
"+ keep ahead of the changes. Our ` [Senc this coupon today to ` JEEP 
ga . systems'analysts have developed over | Philips Electrologica Ltd. : ara 
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TT has been said before, and I am sure . 


it will be said many many times, in the 
future, that our profession seems to be 
particularly subject: to the forces of 
change. That has certainly been thé case 
in recent times ,with rapid developments 
taking place in the scope of the services 
we. offer to the community, in accounting 


thought and techniques, in the education ' 


«and training of our succeeding generations 
and in our general organization as a pro- 
fession, to mention but a few. If we are to 


‘maintain our status and do our jobs, we. 
must keep ourselves up to date with these 


developments. If we do' not, we shall 
„wane and perhaps wither. We must also 


try-.to. look ahead and not be caught- 


napping by events that should be: fore- 
` seeable. . . 
The Whelan report [The ptm 


January. 8th, 1970] has been a valuable, 


blueprint and with suitable modifications 
to take account of changing circumstarices 


- we have over the past couple of years been 


"using it as our master plan. Its develop- 
ment would have been more advanced at 


this stage had we been able to make the 


"changes we sought in our charter; these 
. would have enabled us to introduce the 
- bye-laws which already had the approval 
_ of our members: But, as you know, so far 
we: have not been ‘able to succeed in 
obtaining the necessary legislation. As 
“we. Must press on, we are now taking 
what is the second best course which is 
available to us, namely, to make those 


alterations we desire to our bye-laws' 


` which. are capable of being made within 
the scope of our existing charter. 


-- 


Professional education 


"Ihe search for the best methods of edu- 
_ cating: -and training. our students continues 
' to be pursued by all those engaged i in this 


work throughout the profession in these 


“islands. We, in conjunction with the other 
accounting bodies in. these islands, are 
sponsoring á long-range inquiry which is 
being conducted .by Professor David 
' Solomons into this, matter. But, whatever 
. the outcome, of his researches, "we are 





:'The substance of the address by m outgoing 


. President, Mr C. H. Nicholson, F.c.a., to the : 
recent eighty-fifth annual general meeting of- 


members of The Institute of , Chartered 
; Accountants i in. Toland, 
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presently fied with the proble in the. 
. Short term. 
The difficulties we have to face here are. 
. forinidable: As far as I can judge they 
. arise partly from our size — our numbers 


are such that it is not. easy to arrange for 
the correct flow óf courses. We also have 
difficulties Of trying to equate the effects 


.of'two differing’ forms. of ' government 
support for technical education; in the: 


Republic it is not quite as easy to get the 
same degree of assistance from the public 
purse.as it is in the-Nórth. Nevertheless, 


we are doing what we can and we spend a 


lot of our time "wrestling with these 
problems, ‘the’ solution of ae is sò 


vital to our future. 


The mammoth task of reviewing the 


.. syllabus’ for Institute examinations ' is 
being carried out. following the recom- - 


mendations contained in a report. which 


` Professor Hally, prepared:at our request. 


Most of the groundwork has been com- 
pleted. and we hope to publish. *- draft 


‘syllabus shortly. 


As regards post-qualifying PY 
this is dealt with through the medium of 
our ‘professional development courses and 
conferences which, as I have already 


: mentioned, have ' proved to be very 
popular during the last year." The English - 


Institute has recently prepared a paper 
setting out ways in Which a system leading 
to fellowship. by examination could be 
implemented. We áre keeping in touch 
with the English Institute on this develop- 


ment;.as its basic approach APER. to 


e 
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Relations with oth bodies 


bein line with current: ‘thinking wichita 
our Institute, a joint approach to this 
problem appears desirable. i 


The developments in technical affairs 
go on continuously and keep our various.. ; ~’ 


technical, committees, very busy. The 
major, part of the work lies in our involve- 


. ment with the Accounting ` Standards 
': Steering Committee. A: number of the 
‘matters which that committee reviews 


have been the subjects of debate in. the 


profession for many years and still require” | 
deep study. It. is therefore -necessary 


to have experienced people to deal. with 


this work. We are lucky in having such | 
: people i in our Institute who are willing to. 


give their time and energies to it so that we 
can ensure that the statements finally 
peu are suitable for our purposes. 


t. 
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continued .to be very close and friendly. 
Proposals for dual and triple membership 
have been agreed by the membership of 
each' body, and all that remains for their 
implementatiori are the necessary changes 


in the bye-laws and regulations ‘to : 


accommodate them. 


í 


- 


The desiré -for closer co-operation - 
between accountancy bodies throughout . 


the world, which was widely expressed. 


at the: Congress in Sydney last October, 


and our entry into the-European Econo- 
mic Community have brought .us- more. - 
We are 


into’ the international scene. . 
making friendly contacts with the bodies” 
on the continent of Europe, in addition 
to. strengthening those we have had for’ 


 somé time with the American, Canadian 


and other overseas Institutes. 
‘These relationships are of-great benefit 


also to, many of our individual members. 

I would at this point, like to say how. 
important I feel'it is for the Institute to 
maintain its involvement in EEC matters. 


“ not only to the Institute as a whole but , 


Our relations with our sister bodies, the ` 
. English and Scottish Institutes, have 


As members of.the Groupe d'Etude and the -:- 


Bureau E largi, we are happy to have 
both a close view of EEC matters, and a 


close relationship . with the- European , : 
accountancy ‘bodies, and with the “EEC. . 


commission. I would also like to take this. 


opportunity of saying how important I 


feel it is for British and Irish accountants 
to maintain a positive approach to EEC . 
matters. 1 should be the first to admit that 


' there are problems ahead — but these will 
. not be solved by criticism and recrimina- 
tion. What is important in my view, is :, - 


the recognition that we share a common. 
aim ,on' company law, and ' accountancy, 
matters, as well as in the field, of pro- 


fessional education, qualifications’ and . 


practice, with the European bodies, and 


with the EEC commission. This aim is ~ 


we 


P - 
- 


-'the:development of a strong profession in 
, Europe — -a profession based on account- 
. ants - of skill, capacity. 
> “integrity. . 

" I have no.doubt this Institute will make / 
[its contribution in this developing role: 
of accoúntancy in. Europe. I have also no 
doubt - that, accepting the. common 6b-' 


X 


. fession in Great Britain and Ireland can. 
play its full: part iri "developing, with its, 
^. European "counterparts and the ` Com- | 
mission, the appropriate means for 
ande achieving this objective. | 
- ^i Tn conclusion, I must thank all the . 
E members of Council for the ‘Support, 
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> ux the High Court. of: | Tustice (Chancery Division) - March. 
- auth. 1973, . 7 — 7 DE | 
as Mr- Justice Goi! ding) - ns ES 


¿Income tax — Short-term’ gains — Adventure i in the nature of. trade — 
Transaction in land — Acquisition of farm by. Air Ministry — 

2 ` Post-war* discussions with Air Ministry 5 Taxpayer financially 
> unable to reacquire farm - Purchase ‘and immediate resale El 
farm by. taxpayer. — Whether a trade transaction — Whether 

i ‘transaction at grms length — . Whether a partnership transaction — 

a . Notice of further, contention — ‘Defence Act, 1842, section 16 — 

* Lands Claiises Consolidation Act 1845, sections 63, 127; 126, 

“+ 130— Lands Clauses. Consclidation Amendmerit Act 1860, section 7 

` — Income Tax Act.1952,. Schedule. D, Cases T, VII- Finance Act 
1962, sections TO, 12 (3)... " 

“The taxpayer’ bought a seehold farm; Masas s: Farm, in. 

‘Essex’ for. £2;750.- The. farm extended over about 183 acres. 

rA "In 1941 he settled: in the-farm- house arid was cultivating the ` 

«+ Jand. On July 16th, 1942, the. Air’ Ministry requisitioned 97 

.. 7 Tacres of the farm including the farm-house and buildings, and : 

--on: January 23rd, 1943; < further 44 acres were requisitioned. 

. "That left about 42 acres and two cottages in the occupation of 

|: Mr Clark and;two tenants. 

i. On September 30th, 1943,;the taxpayer covered Muchmore’ $. 


^ 


„Fatmi to the Secretary of State in fee simple, and ‘this conveyance . 


“included the whole. farm. The purchase price was .£3,650. plus 

.. " £467 for-tenant right = a total of £4,117. The taxpayer: coh- 

et tinued- to farm elsewhere in Essex. : 

t InzAugust, 1961.the Air Ministry approached the taxpayer 

as: to the disposal of the farm, and discussions took place. 

i. «Fhe Government’s policy was: explained to the taxpayer, arid he, . 

- "would have liked to have: reacquired the farm to-use it for 

|’. agriculture, but his financial: difficulties made ‘that: course 
impracticable. . Rer Tuscos! OS 
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I have ` PE fum their during the 
past year, particularly. from the Vices 
energy, and. President, Neil Smith, who has ‘been a 
great source of strength to me. I should: . for me to serve the. Institute in this way. 
also like to say very sincere thanks to our ' 
Director, Roger Hussey, aad the other. 
three members. of our executive team, 
. Robin Donovan, .Ben Lynch, and Brian profession, and of the community. There 
jective I have just mentioned, the pro--. / Kearney; it must be an added strain for 
them to have as. President someone who. 
does nót reside. and work in the country. 
“Without their help and tha: of the sup- 
porting staff of: the Institute so readily - of one of out many committees or through 
and unstintingly given; I cculd not have ‘ 
carried out the job or,.at any rate, it way. This dedicatiori is our real Seng Hs 
would not: “have. been’ so enjoyable for 





- 


me, „for thére. is. no doubt I have 
| thoroughly enjoyed my year'of office. 
~ It has been a great pleasuré and honoür . 


` We may be a bit on the small side but we 
are a lively body and we have the respect. 
and regard of the other bodies in thé 


is no doubt-that members are. prepared 
to devote a lot of thought and time to 
fürthering: the work. and aims of the: 
"Institute, Whether they do-it as members 


their. district sócieties, or. in any other 


L 


and hope: for the future. 
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He reed ded Muchmore S- Farm as a better farming proposi- ` 
tion taan the farm that he had later acquired; his son was. 
approaching eightėen years of age and had been to: an. agricul- 
tural college and was being employed by the taxpayer. on the 
farm; and'an additional farm was needed for thé'son. The" 
taxpayer tried to. raise finance to the needed extent but was 
unable to do so.-Before any definite written offer had been made ' 
to the taxpayer a neighbouring farmer: agreed With him that if 
the taxpayer would purchase Muchmore' s Farm, he, the other’ 
.farmér, would be willing to buy” it from him for £15,250. The 
- Air Ministry offered the farm to, Mr Clark for £14,250 and in. 
the: following months the taxpayer. accepted, this offer. The 
agricuitural value of Muchmore's- Farm in the open market at 
that date was about £26,000. The. Air Ministry allowed me 
taxpayer to cultivate the farm, apparéntly as a licensee, and 
ain türn let the other farmer do so. 

“On July 20th, 1964, contracts of sale were espada between’ 
the M M.nistry and the taxpayer at the price of £14,250. At that, 


; ill) S Ae. 
: er e "n le 
. May 17th, 1973. 
r r " 


time' the market value of the-farni^was about £35,000. ‘Com: 


pletior. of the contract took place on October 27th, 1964. 

The taxpayer, on advice, did not carry out the arrangement 
with the other farmer, which would have yielded him a surplus: 
. of £1,000 less expenses; and, instead, on October. 28th, 1964,: 
he sold the farm by auction. It was bought by a company, St 
Ives Sand &:Gravel Co Ltd, for £39000.' The company: was 
interested to remove the concrete on the farm for'trade pur- 
poses, and subsequently to sell the farm for agriculture. The 


- taxpayar had had-no history of. property-dealing. The surplus 


accruing to the taxpayer from this transaction was £23,033. 

.In 1967 the taxpayer, was assessed to income tax, «under 
, Case- VII of Schedule D, in'the sum of £23,239: Two years 
later h» was assessed, alternatively; under Case I of Schedule 
D, on the footing that his transactions were an adventure i in the" 
nature of trade. ` - 

"The General Commissioners confirmed the TOIR, under 
Case I, and discharged the asséssment under Case VII. p 


- Held: the General: iS nds was coriect. 
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Redditch Electroplating Co Ltd v. Ferrebe 
Harrts Hardeners (a firm) v. Ferrebe 
Iù the High Court on pue rcm Division) - - March 


- 28th, 1973 


(Before. Mr Justice MIEGARRY) . . mE 
Corporation tàx — Coinpany and PeT controlled i» same 
individrals — Both individuals directorsof company: Item called 


‘management arge in company’s accounts - - Whether. director" 
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remuneration — Close company — Income Tax Act 1952, section 
56 (6) — Finance Act 1965, section 74. 


Shares in the company, carrying on the business of electro- 
plating, were bought by Harris: Hardeners (a partnership) in 
1965. The partnership also carried on the business of electro- 
plating, and the respective premise$-were about 200 yàrds 
away from.one another. The business of the partnership was 
prosperous, but that of the company was not, and when the 
shares were bought by the partnership the company had pressing 
creditors. 

It was found that the customers of the company and of 
the partnership were nearly identical. The partnership moved’ 
machinery into the company's: premises, and these premises 
were then used by both businesses. ‘The partnership, but not the 
company, was registered with the Air Inspection Department 
and the Air Registration Board, and continued to do: work for 
them, but all the commercial work of both businesses came 
to be done in the name of the company. 

Eventually the work of both the company and the partnership: 
was being done by eight employees of the partnership and one 
employee of the company. Both the company and the partner- 
ship were controlled-by a father and son named Harris. 
` The financial consequences of the above changes were 
. that the company benefited from an influx of work normally ~ 
done by the partnership, and the latter's profits declined, as it 
confined itself to work for the Air Ministry. It became impossible 
‘to distinguish between the cost-of work done for the company 


and work done for the partnership; arid the accountant to both . 


of. them considered that the company had received a benefit 
from the partnership which ought to be reflected in the accounts 
of both businesses. 
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MANAGEMENT INFORMATION 
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HE typical ‘growth’ company is “one that has a good per- 
formance record, a high price-earnings ratio, and whose 
"management is geared to the objective of growth in earnings 
per share. With few exceptions, the achievement of that status 
- through external acquisitions is unlikely and one is forced to 
turn to developing new products within the firm if it is to be 
achieved. An understanding of the resource constraints and 
how they can.be overcome is of fundamental importance Ho 
. growth daa are to be realized. 


Constraints 


Many see lack of capital as a major constraint and urge thatthe ` 


proper allocation’ of that resource to uses through capital 
budgeting techniques is of prime importance. In many growth- 
* orientated companies, however, that might not be the most 


important procedure nor the funds available for investment the - 


major financial constraint. The highly successful growth 
company will usually find it relatively easy to fund new capital 
requirements through borrowing and by means of rights 1 Issues, 
the dilution effect of which will be rapidly overcome. 

The most. critical resource in such companies is likely to be 
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For the period ¿del in. oo he estimated, the company 
had received a benefit of about £4,000 from the partnership; 
and he suggested that for the next accounting period the benefit 
should be valued at £5,000; and this Heute was maintained in. 
subsequent years. E 

The company. was assessed for the Sheed ending in 1968 
and in its,accounts for that year there was a ‘Management 


charge — Harris Hardeners £5,000’. The question in relation 


to this item was whether it was properly deductible in arriving 


at the profits of the company for corporation tax, or whether it .^ 


was remuneration of the directors within section 74 of the ' 
Finance Act 1965. 

The appeal by the partnership was against an income tax 
assessment under Schedule D and here the dispute was whether 
the £5,000 should be included in the partnership profits or 
whether it was remuneration of the directors of the, company 


-as above. 


It was contended for the company and, the partnership that 
the £ 5,000 Was deductible by the company; and that it was not 
directors! remuneration. 

It was conténded for the Revenue that the £5,000 was direc- 
tors’ remuneration; and that as the company was a close company 
only “£5,000 could. be deducted because of section 74.of the 


Finance Act 1965. 


There were also appeals by the directors. 
The General Commissioners decided that the £5,000 was 
remuneration of the directors. 


Held: the £5,000 was deductible by the company, but was 
not directors’ remuneration within section 74 of the Finance 
Act 1965; it was an-item to be included in the revenue of the 
partnership; and it was not assessable upon the directors. 
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. Growth through New Product 


Development : 


H 


funds already being devoted to research and development 
in the organization as a whole. While new capital expenditure 
is subjected to the most rigid scrutiny, the larger expenditures 
on development are frequently buried in conventional budgets. 
The expenditure labelled ‘R € D’ may, of course, be set out 
separately, but this may only form a small part of the total 
resources used. 

One way of identifying the resource use is given bs Richard F. | 
` Vancil in an article entitled ‘Better Management of Corporate 
Development! which appears in the September-October 1972 
issue of the Hareard Business Review. Yle recognizes that 
research and development expenditures’ will be. incurred under . 
a:number of different headings: 


R&D expenses 
Its purpose is to produce the ideas and technology required 
for ‘new or improved products. 


Marketing expenses l 
These outlays ' containing current expenses which will have a 
delayed effect on earning profit, e.g., new product launching. 


t 


s Manufacturing overhead ' 
Pilot plant running and” debugging,” current product cost 
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a Series of individual: new products shaving cash ‘flow.aiid, profit’. 
. profilés sirailar to that shown in figure:2; and which produce 
- a sequential cash: ‘flow.and profit, profile such ; as that shown in 
 figure.3, allowing. a continuous increasing trend in ‘profits to. be: 
| reporte. Each year the. ; previous year’s development expendi- 
.tures have raised the: profit. potential, of the base :business;to a. 
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e Planning and budgeting a fum eo OS d 


l The normal. corporate planning and budgeting processes may 
require modification. to- produce a system which is easily sus; 

. ceptible’ to management’ control. An integrated system is ad-. 

. vocated by, Mr Vancil ‘based upon a matrix of planñing and. 
budgeting: along: ‘the lines shown in figure 4. The first ae 
that of planning, is shown on the horizontal axis and shows the ' . 

.resources- that are needed i in- each: organizational ‘unit for each 

¿ project.. The vertical axis: $et$ out the’ process of' ensuring the: 


availability of'each resource and will be based upon a separation... 
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New: product strategy. is at thé heart of he [S strategy 
which will have ‘set many of the guidelines . determining the. 
™ directióri of activities. over the next few years. Decisions: about. 
. hów much to spend on development and how.to: spend. it are < 
the essence-of what óné usually means by strategy... `) ^ 
At ‘the same time, mahy: of the ideas for new developzients ` 
‘arise from’ ‘divisional staff, and it is, essential that they should ‘. b 
not feel ‘constrained in putting up such. ideas for the future.... 
‘Some sharing of authority . may be desirable to reconcile top ..: 
, management control and divisional involvement. This cóuld De a 
along the following lines: E IR TP t 
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VAT Tribunal 


. Decisions | 





Hospitals: ‘Provision of Care’ 2 


ROVISION of care or medical or surgical treatment . 
ahy hospital’ is exempted from VAT by virtue of ‘group E 


denm 4; of Schedule 5 to the Finance Act 1972. The quoted 
. Words; by a majority ‘decision of the-London VAT: Tribunal,.. 


indicate services which directly contribute'to the welfare of a 
* patient but not those (such as cleaning) which only indirectly 


"ACCOUNTANT: 2 S 


. word ‘alteration’, 


“so contribute. The tribunal rejected a submission that item 


. extended to every service supplied in.a hospital. * 

C Ltd, the appellant company in this case, operated a special. 
ized staff procurement service for hospitals. and nursing homes, 
-within the four categories of doméstic services, housekeeping 
- services, home warden services and aricillary services. It was 
seud that ‘care’ in a hospital included everything done for the 
welfare and protection of à patient, and that C was providing a 
comprehensive service which, taken as a whole, ‘was for the 


- welfare and protection of-patients.^ | 
One of the three Tribunal members was eee to accept 


this submission, but the majority found that the word. ‘care’, 
in its present context, must be limited to services involving some 


_. degree of patient contact. Certain such services relating to the 


‘admission, escorting and discharge: of patients (and which, 
- prior to the Sálmon Report of 1968, were normally carried out 
by nursing staff) fell within the category of ‘housekeeping 
services’ in C's brochure and terms of contract, and should be 
“exempted from VAT. The Tribunal could not, however, accept 
that domestic (cleaning) services ~ even to the particular standard 
required in a hospital ~ were within the exemption; nor were 
.home warden services (for the benefit of doctors and nursing 


_ Staff) or ancillary services such as the provision of telephonists, 


.. storekeepers and groundsmen. 


‘ 
^ 


. The Tribunal further ruled that, where a particular service . 


"was exempt, the exemption should extend to Staff supervising that 
E lacs and not be limited only to staff actually performing it. 


' Crothall & Co Ltd v. Customs and Excise i La d reference 


. LON/73/5). 


ra Treatment Not ‘Alteration’ 


"REATMENT of timber to. resist attack by boring insects 
and fungi dces not constitute ‘alteration’ of a building for the 


purpose of Schedule 5 of the Finance Act 1972, it has been decided. 


-R Ltd, specializing in timber preservation Zn situ, had claimed 
VAT exemption on two grounds. First, it was atgued, applica- 
` tion of preservative fluid rendered the timber relatively invul- 
nerable and its character was altered to that extent (one Scientific 
witness, indeed, claimed evidence of ‘a. more fundamental 
physical and chemical change”). Secondly, to the extent that 


' original bad building design is a contributory factor to timber | 


infestation, it was sometimes necessary to make alterations in 
the environment of the timber i in addition to applying chemical 
` preservatives, 

. Six representátive survey" reports . and specifications were 
produced by R, the cost of the work involved ranging from £97 
to £782. . 


2 


- May 17th, 1973 


— 
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‘Following the line of y reasoning . pursued ‘by anothés VAT 
Tabussl in the case of Allied Windows (South Wales) Ltd (The 
Accountant, April 5th), the present Tribunal concluded that the 
in. the context of ‘construction, alteration and 
demolition’, must include. to. some degree an alteratión to the 
structure of a building. Timber, though treated'to a certain 
depth with a:cordon sanitaire of préservative and fungicide, was 
not fundaméntally altered but remained timber as such. R's first 
- line of argument therefore failed. - 

On the second point, examination of the six représentative 
cases showed some degree.of constructional work — as, for 
instance, construction of brick piers; provision of joist hangers; 
. and (in one case) radical reconstruction of the air-brick support, 
and provision of a proper damp course. In each case, however, 
. the “Tribunal concluded that the totality of the work did: not: 
involve 'alteration' of.a building within the meaning of the 
schedule, but.was work of repairs and maintenance, including. 
replacement by way of repairs, R's appeal. against liability to 
the‘ standard rate of VAT on its operations therefore failed. 


Rentokil Ltd v. Customs: -and Preise (Tribunal reference 
TONA) ig | Ds ie 
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Separate Partnerships 


ECTION 22 ( 1) of the Finance 'Act 1972 states, -inter alia: 

“The registration under this Part of this Act of persons 
carrying on a business in partnership may be in the name of 
the firm”. . .'. A tecent decision of the London VAT Tribunal 
suggests that when, on the facts, separate partnerships . exist 
between the same individuals in respect of separate businesses, 


each firm is entitled to be separately registered. 


G, a chartered surveyor, had for several years owned and 
conducted an estate agent’s business in the name of ‘B & Co’,. 
originally with the assistance of his wife. In March 1972, a 
partnership agreement was executed between G and his wife in 
respect of the business of B & Co. More recently, the husband 
and wife executed a-further partnership agreement ‘in the tradé 
or business of land dealers and property developers’ —a business 
which traded as 'G & G’ and from a separate address. 

In January 1973 G, as the precedent acting partner in both 
businesses, submitted. an application.form, VAT 1,-in respect 
of each. The Commissioners of Customs and Excise, however, 
issued only.one VAT registration, in the name of 'G-& G and 
another’. and. stating ‘that this registration would: cover ‘all 
business activities of the partnership, including, 1.e:, B & Co’. 
On appeal against the refusal of a separate registration for B & 
Co, cóunsel for the-Commissioners argued that the partnership 
between Mr and Mrs G was essentially one partnership and one 
, business; further, that it was not possible to have two different 
- partnerships | between the same two people. No authority was 
cited in, support of the latter proposition, and the Tribunal 


“refused to accept ‘it, finding that: ‘In our view, it is perfectly 


possible for the same two, or the same three or more, people to 
join together in separate partnerships for different purposes,’ 

. Evidence was given in support, of the taxpayer by Mr A. D. 
Fisher, F.C.4., who testified that the two businesses had separate 
bank accounts, separate books and separate accounting periods, 


` and that their objects were quite distinct. On the facts, the 


Tribunal fourid that the business of B'& Co was carried on by a 
partnership of Mr and Mrs G, quite separate from the partner- 
ship carrying on the business of G & G. The VAT registration 
of G & G did not, in the Tribunal’s view, extend to the business 
of B & Co which (on the application; which was unchallenged) 
made taxable supplies with a turnover in excess of £5,000 p.a., 
and must in the circumstances be separately registered. ^ i 


Bertram & Co v. Customs and Excise (Tribunal reference 
M di | i 
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. Compromise” 


Criticisms. by Chairman of Associated Portland Cement 


M 


NELATION accounting. is nothing new to The Associated: 

Portland Cement Manufacturers — at least not in the way that 
accounting for inflation can, in the board's opinion, logically 
be.achieved. Sir John Reiss, in his statement with the 1972 
accounts, reminds shareholders that 'for nearly twenty years we 
have been one of the few companies who have been making 
adjustments for inflation in our accounts”. : 

This has been achieved by revaluing UK fixed assets periodi- : 
cally and the intention is to revalue every five years, with the next 
valuation due on January ist, 1974. The placing of a more 
. realistic value on the fixed assets in the balance sheet, Sir John 
comments, is only part of the revaluation purpose — the 'very 
much more important aspect’ being to ensure that depreciation 
charges reflect the value of assets being used in terms of current 
purchasing power and not on an historic cost basis. 

Because of the passing of time it is not practicable to quantify 
the effect of revaluations on the company’s accounts. The first 
revaluation was made in 1955, another in 1960 and the most 
recent in 1969. Ás a direct consequence of the 1969 revaluation, 
the charge for depreciation in that year was increased by over 
£2 million. 


— 


an 


Two factors | : 
Between revaluations, in addition to providing depreciation on 
the basis of the assets as revalued, a further sum has been taken 
to fixed assets replacement reserve — this year's appropriation 
being £1:6 million. This corresponds to the additional amount 
of depreciation considered necessary to cover the reduction in 
purchasing power of money revealed by the use of indices since 
the previous revaluation. M 

Although the result of these measures is that the company is 
fully providing for the reduction in purchasing power of money 
so far as UK fixed assets are concerned, the matter goes further 
than that. The upward valuation of fixed assets has consider- 
ably increased the figure of capital employed; at the same time 
the increased depreciation has reduced the profit. Sir John 
comments: “These two factors have therefore had a double effect 
in reducing the return on capital employed, and this must be 
taken into account when comparing the performance of this 
company with others, which I regret is seldom done.” ` 

It is undoubtedly a fact that the stock-market 1s not always 
prepared to differentiate between the size and the worth of 
profits. Conservatism does not always get its just reward when 
relative performance is being considered. The problem is the 
psychological difficulty of being conservative and yet at the 
same time being extrovert enough to shout about it. And on 
that two-sided problem there is possibly an answer to Sir John's 
criticism of the ASSC action on accounting and inflation. ` 

Sir John considers it ‘a very great pity’ that the ASSC only 
considered a supplementary statement to company accounts 
necessary. “If this is followed companies will be showing two 
figures of profit. How can there be two different meaningful 
figures?’ | 


— 


Sir John considers the ASSC decision 'an unsatisfactory 
compromise', although he recognizes 'the need for continuity 
in the figures and also the problem of obtaining commercial : 
acceptance of such a radical change'. He considers that if infla- 
tion must be taken into account, the only course of action is the 
course that Associated: Portland Cement Manufacturers has 
adopted. He believes that ‘the gap between the profit on an : 
historic cost basis and after allowing for inflation will become 
greater as each year goes by, and in only a short period the gulf 
between these two figures must become quite unacceptable.’ | 

But is it not until the comparisons are set down that the need 
for change becomes recognizable? Sir John complains that his 
company's conservative performance is seldom recognized, and 
that is surely because there is no true comparison available. If 
Associated Portland Cement's accounts showed what the figures 
would have been without revaluation and the intervening adjust- 
ment, the worth of conservatism would be shown by comparison. * 
Two figures | 
Sir John asks: “How can there be two different meaningful 
figures” The answer could be that ‘Until a more meaningful 
figure is provided the original figure cannot be shown to be 
meaningless. But Sir John has to admit that merely providing 
conservative figures which allow for inflation is not enough in 
itself unless a true comparison is made with figures that: have 
not been so conservatively aligned. | 
- As to Associated Portland's return on capital employed, that 
was as high as 17:3 per cent in 1964 but declined to only 9-1 
per cent in 1969 largely because of inadequate cement prices. 
By 1971, with prices adjusted, the return was 12-7 per cent and 
last year it was 12:4 per cent, with the situation now reached 
that the cement price has remained unchanged for two years. 
How the company fares in UK prices may be a major influence 
on earnings in the.short run, although internal efficiency has 
been vastly improved with some 80 per cent of UK production 
now coming from plants less than ten years old. l 

Incidentally, in comparing 1972 and 1971 results it is neces- 
sary to note that Ocean Cement and Supplies ceased to be a 
subsidiary in January 1972, whereas the 1971 figures included 
£11 million of turnover and £2:4 million of trading income from - 
that company. 





Tilling Philosophy 

P ten years, sales of the Thomas Tilling group have risen ^ 
from £86-24 million to £394:16 million, and pre-tax profits 
from £4:93 million to £27:08 million. Since 1967 earnings per 
share thave risen from 3:4p to 9:6p. Tilling’s success is accepted 
as fact in investment circles but the philosophy behind it is not 
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25 ‘always — à Like de best philosophies it is, -— and: 
vr pd | 
It is, so Sir Geoffrey Eley reminds radas of his review with 

the 1972-accounts, based on maximum delegation of responsi-. 
li to the managements'of the operating companies backed 
-. by ‘understanding involvement from Crewe House, the Group a 


t "Headquarters, which also offers certain specialist services’, 
nu Within the framework of overall group. ‘policy operating . 
^. companiés: are encouraged to: maintain -their -individualities. 


and to plan tkeir- future development as though they were, 
‘independent but with the, knowledge that the resources of 
4 /Tilling: are behind them. “The role of Chief Executive in such 
E a“tompany”, Sir Geoffrey says, “offers rewarding challenges to. 
.. «an. able and forceful businessman ... our Group results bear - 
:.,” witness to the effectiveness of our system.” 
|: .. The clue to Tilling's succéss probably lies i in those two words- 
"understanding involvement’., | 
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¿Ofrex 'Sales/Profit Ratio «T E SEC a 


ue VCCOUNTS of .Ofrex Group show pre- -tax' prófita* b 
Por £1,520,000 arrived at "after taking into ‘account the results.‘ 
` d of all the companies in the Ellams Group. which, due.to non-^ 
pM "availability: of accurate accounts, ‘were not inchided when the 
- 1071 profit was reported’, The chairman, introducing the figures, * 
md "adds that the comparative profit for 1971 has been adjusted to, 
E ^; take into account all relevant items; so the comparison now is, on 

'a true like-for-like basis. The adjusted 1971 profit is £1 467,750. 
Sales shown at {12-91 million against £12: 49 million have 
2 Y been computed on a changed basis. In the past, sales “included ` 
A profitable inter-company transactions’ arid it is explained’ that - 
.. .' the increasing complexity. of the group and' its involvement | 
dq “with wholly owned overseas subsidiaries had. meant that this - 
'. practice would increasingly. distort the sales. picture, ‘It was, 
thérefore, decided to eliminate inter-company ‘sales and report: 
+, he net figure: of ‘sales to third parties ony, with the 1971 
i s fautes adjusted. K 
a -Looking at the sales [profit ratio it should bé io that 
v |." moving cértain production from London to South Wales cost at . 
least fi 59, ooo in loss of profits; in. South Africa the, Ellams - 
E t „company lost £=60;666; raw material shortages meant additional. - 
0 Costs and lost profits of over £00,000, "while Aena, 
E PE were in n £30, 000-4 50, 000 spa 
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“Right to be. Informed ` Am : Ho 
p VONSERVATIVE by ditare Mr David janice TER 
w pof Williams & James (Engineers), is reluctant to make 
PU SForecasts he cannot guarantee will be fulfilled. His reluctance i is: 


. company chairmen and executives shared it. "But as well as: his 

*"  .. reluctance-Mr james also recognizes. ‘the right of shareholders. 

cook to be informed: by those to whom they entrust their savings as to ` 

= i "what good. purpose those savings may, be put in the future’. - - 

Company chairmen also, surely, have a right to caution and 

; Mr James; possibly: feels he has a need to claim- that right since 

"7. +5, his comments z year ago on prospects for a new product line 

t * need to be revised this year, the ventüre having. been 'fraught 

"with an unfair share.of problems’ and, therefore,“ ‘a lot slower to | 
ee make the contribution anticipated’, - ` a 

A . ‘But the Williams & James group entered 1973 ith an im-., 

ae » proving order book which should be sustained for the rest of the: 

“year. The. target i$ 10,per cent growth on 1971 with profits i in the. 

iud ooo region. In 1972 profits were down from £204,000 to” 

^ £137,000." Success in reaching me 1973 target will depend o on 
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pu Y “understandable and it would not be- entirely amiss if more - 
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Pa group 's ‘ability to make up leeway, re in the year and: to 


'. overcome supply problems. |. M 


- Mr James may bé reluctant to forecast but vus he gets down 
to it he i is. far more positive | than most, : s de qur l 
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Cadbury Schweppes Omission : zd is 


TLL missing from the ‘Cadbury Schweppes report. is any. 
attempt to provide a breakdown of sales and profits-on a 
divisional basis. The réport runs to 36 pages of figures, text and 
illustzation.’ Trading ‘operations - are’ “reviewed in: British and 


' Outsids the UK’ market terms, with comment in the former 


‘sector under ` ‘confectionery’ , ‘drinks’, ‘tea and foods’, 'con-. 
centrates and, essences’, and ‘health: and chemical products’ : 
. Trading “Outside thé UK” is reported geographically z and not by 
* product division. ^ "i 

- But in a group that runs from. bars and boxés ob chocolate, 
"the range of Schweppes products, soft drinks, jam, canned fruit 
and vegetables, tea and coffee to the Jeyes ránge:of household 
. disinfectànts and chemicals there ought to, be: room for abreak- 
.down cf profits on a divisional basis; even though.’ Cadbury 
Schweppes i is still. mo now beginning to achieve, n nee 
-benehits., | 
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Healthy Cynicism Es E l 


LITTLE healthy, humorous cynicism . sily. does any. 
harm and Mr James Miller, chairman’ of thé Harris '& 
"Sheldon Group, does some goód in his report to’ shareholders 
this year. Mr, Miller is ‘an engineer -~ B.Eng. (Hons), F.I. 
.Mech.E., F.B. L M., 1 "M.LProd.E. -'and he has an. FREE ' 
héalthy disrespect for politicians and accountants? ' > - 
If this were a normal year Mr Miller would not hesitate to 
forecast a substantial improóvernent. ih profits. But. as he tells 
sharehclders: "This is not anormal year. We have had EEC; 
and ere now faced with VAT and ACT: Most businessmen are 
already going round in ever decreasing circles of confusión and.if 
_Mr.Earber simplifies our taxation systems any more we shall all 
finally disappear in a cloud of chartered accountants. It already 
takes more brains to ünderstand; thé iniplications. of.the new 
imputation system of. company taxation than it does to make the 
profits in the first place.’ | 
The last sentence could be a compliment to accotintants, but 
. Mr Miller's, ‘brighter. note; that there is ‘always the possibility of, 


oe ee qe Z2 i os a TIN ee p ' a- General Election and we' could find ourselves with a Con- 


servative Government’ is certainly nó compliment to politicians. 
Thereare no obvious politicians on the Harris & Sheldon board ~ 
_ but there i is an accountant, ; Ms Brüce Sutherland, F. e. c r 
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‘Trawler. Surveys: ae ee 


N the Associated | F igheries” 1972. accounts a feature is an 

increase of some £409,006, to £1,347,665 i in the provision for 
_trawler surveys. The: provision, it is, explained.in' a note, is 
maintained to equalize charges against future profits in respect 
' of expenditure to bé incurred on four-yearly '"Lloyd's surveys, 
including the effect of inflation, over an estimated vessel life 
of 20 years from new. The baláncé sheet figure is stated before 
deduction of anticipated corporátion tax relief on the estimated 
gross expenditure provided for but only allowable for taxation 
when the expenditure is.incurred. The anticipated. relief. of 
' £539,066 i is deducted from deferred taxation. °°. |": 
. Mr P. M. Tapscott, the chairman, ‘comments on: ‘the "im. 
"mense inflation’ of building costs and says that building grants 
for new vessels “seems destined to remain at only 25 per cent for 
the time being and, on this, basis, the minimum adequate 
retura on an investment in the industry will only be di by 
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The profit after taxation of the holding company 
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| obtaining for o our catch a price commensurate with the real coste 


incurred". 
The White Fish Subsidy Sclieme underwrites : ai degree ol 
confidence in the industry, albeit at too low a.level, and en- 


_courages a minimum level of new, building. The support 


subsidy is considered unrealistic since ‘no subsidy is received by 
the industry at a level of. return on currently valued assets, wel. 
below that receivable by an, investor in,a gilt-edged stock’. But 
at least the survey provision attempts ‘to safeguard. to an im- 
portant extent the real earning power of the ompa E majo 












































1 9 ch c : " 
ae S uisi to £11, did ,000 (1971 £12, 808,000) a asset". E l qs | " | 
Note 10 Earnings per £1 ordinary stock unit: 3 17.4p 16.8p. Lon rho' S Qualified Report T 
The earnings per £1 ordinary stock unit for each year ` MEM CO ws : 

/.' are calculated by dividing the profit attributable to x UE CINT auditors to ‘Lonrho, the ‘African mining and in- 
gS ordinary stockholders after charging taxation dnd: : d ] fin Th 
d B appropriation to fixed assets replacement reserve . ; A V de ustria ance organization, qualify, their r ep ort. €j 

- (£14,070,000) (1971 £13,556,000) by the number? : draw shareholders' attention to the differences within the board 
of ordinary stock units in issue at 3íst December xo 
1972 (80,984,000). o and to ‘the assets of Ashanti Goldfields Corporation,’.a sub- 
— — - sidiary company: being transferred with effect from October 
_* Note 11. Conversion of foreign currency; — ' - | Ist, 1972, to` Ashanti Goldfields (Ghana) Corporation Ltd 
uM The profits of overseas subsidiary and associated , "E in waich the group will hold 45. per cent of the equity". 
companies have been converted at: the rates of i 7 e Th di d d: wW bl 
exchange ruling at 31st December 1972. Exchange ' e auditors a e aré unable to express an opinion on the 
ifferences arising in respect of revenue transactions i 
7 be the ur DESI QE UIN ca: x a effect which these post. balance sheet events may have on thi 
E i O:her exchange, differences have been ' : affairs of the group.’ They — Fuller Jenks Beecroft & Co anc 
- taken t 
ad ; ; :* Peat, Marwick, Mitchell & Co - are not alone in that, 
i + } » 1 Y : n i 
UT à \ r j à : 
t q zi f N, 4 
à ` z í i ~ ^ ME . " 1 
» A d l : a! x 
= ! E i u = XXV d * A i zd. 
, * BALANCE SHEET CONSOLIDATED BALANCE SHEET ` : 
31st December 1972 "ES 31st. December 1972. . 
06 2 00 47140 ^C 1971. | 1972 197: 
Note t= A i , : a £'000 £'000 Note M P i j £'000 £'00 
` Capital employed . j - Jie Cepital em ployed , i 
i “AR Ordinary capital E A 80,984 ` Ja 53,989 | 12 Ordinary capital of the holding company . - 80,984 — i 53,98 
:13 Reserves — "ES 24,972 i 55,748 | 13 Reserves ] 68,850 93,85. 
- 2 E : n : A ` ae, rd ž 
p ord d P 405,956 ` 09,737 Total ordinary stockholders’ funds ` 149,834 ^ .- 147,84 
12. Preferen re capital 299 299 | 12 Preference capital of the holding company 299 vm 29 
. 14 Investment Incentives equalisation 19,479 . - | -. 6,020 Minority interests ` , 16,538 19,87: 
15:., Debentures and loans 44,804 45,082 | 14 Investment incentives' equalisation 21,866 8,37: 
oh i : S SUME 15 Debentures and loans "ES RM 58,155 56,671 
Po. MESE 170,538 - —— 461,38) | | 
| ] | 246,692 233,061 
d t 2 ` ” ! ¿ ! i ^ e 4 
yo” Represented by l i "n 
` urrent assets l i l : - 
l : R db 
165 - Stocks >; e ANANN, 14,093 Corren aken du oe E . 
“ 7 Debtors ; S . 3,886 > 3,588 | 16 Stocks 29,006 ` 24,494 

' " Deposits ,: ; 11,400. 9,950. Debtors 33,462 - 31,36: 

A a Bank balances . i aot ame i i 383 77 - Deposits : N 14,547 ^ 41,91% 
: ` as tO Bank balances E 509 ; ^ 13,50: 
{ : I "CIE 32,889- | 27,708 
ú urrent líabilities te a "UN ` 
- ‘ : i ' 77,524 - 81,28 
i Creditors . ; 16015 + 14,250 . Current Habilities E 
Bank loans and overdrafts (7,466 — . 9,216 Craditors 23,768 20,876 
,18" Taxation , 7 č ć | 1,774 | 1,612 17” Bank loans and overdrafts 11,197 13,510 
, Dividends l i 6,285 5,407 : 18: Taxation -6,266 , 4,959 ; 

de a aa de 31,540 30,485 Dividends 7,022 o8 6245 

pr - : l, y | 48,253: 45,59 
Working capital - 1,349 2777 i i i 
1? Fixed assets ``. PL TY NE 132,514. . 125,291 |. Working capital E ] - 29,271 : 35,69: 
~“ 20^ * Interest in subsidiary companies 35,693 - 37,661 | 19 Fixed Assets dr i _ 184676 - 171,831 
Hn Trade and other investments 982. 963 | 21 Trade and other investments 32,745 25,53t 
, Je ` ‘ a : Dcum ts : « » d t 
170,538 161,138. Tom qe EN d o. 246692 n 233,06t 
1 ¢ S : ar 
T : . John Reiss . Director John Reiss -Director 
: 4. AF ind Director LX c MS IN JAF. Binny Directór l eri A pM A 
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“This book has been’ written ptatiorninendly for the: business- — 
: man and his accountant involved in the introduction and’: 


vow, 


“.day- to-day. running of the ` ‘accounting. and administrative: 
- routines required to provide for the correct payment to- 
: Customs/and Excise of, value added tax. For them, and for , 
other professional men- "who. have to advise on the effects | 
‘of this tax, there are in addition toa lucid exposition of the ` 
AY. new tax, fifteen, "chapters' dealing with the effect: of: «the * 


B 


"m 1 


provisions | on bal classes of business. E 


"i 
^ n 
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"Probably the most definitive Et 
work on VAT.’ The: Times : | 
£3 50 
ne. 
“BODLEY: HEAD/A, FL (Publishers) 1 Ltd | 
"9:Bow So ‘London WEE TAL © TP 
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Th ni 846 Edward Ryde founded his; e practice dnd handed doi through iE Bo E 

" shis ‘son’ dnd grandson ` a tradition in the. principles and practice 1. E 

of. rating. valuation which has been maintained. to the present n Nm 

` day. In its service to industry and commerce the firm continues the ' | P 
"tradition, 'under its rating partner Mr J. W. Ballantyne, F. RI. C. Ses 
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| De Voil on Value Added Tax 


By P. W. de Voil, B.A.(Oxon.), Solicitor, formerly: "one of ; 
C HM. inspectors of Taxes. Consultant Editor: D. J. Willson, 
^. C.B.E., T.D., formerly the Solicitor for the Customs and - 

- Excise. Managing Director: J. Jeftrey- Cook, F.C.A., ^ 


l ECIS. ETA. 


This loose-laaf work- gives a full exposition. of the whole of D $ 
.the law relating-to VAT, and is the major definitive work on å fe 


this new tax. It consists of a full narrative description- of the 


VAT legislation, followed. by the reproduction in full ofall, $ 


the relevant statutes and regulations; cross-referenced and 


fully annotated. In both layout and treatment .of material, . S | 
_ the work follows the popular and successful style of Simon's: | 


Taxes, and is kept up to date with regular servicing. With 


an expert ecitorial team behind it, de Voil on Value Added T 
Tax stands. out. as the most comprehensive, reliable and * 
authoritative guide in its field. ‘] have no hesitation in - ' 


warmly commending de Voil...' (Law Society's Gazette). 


£12. net. (post free). Complete Work with Service to UN 
ei 5 1460: 7 : 


March 3f. st, 1974 


Mellows's Taxation of Land f 2 


Transactions © 


By A. R. Mellows, T.D., B.D., LL. M. Ph.D.; A.K.C., Solicitor. 
- Director ` of - Conveyancing, Studies, at ne. s College, 
London. e 


This is a companion werk to Dr Mellows's' Taxation for. 
- £xécutors.and Trustees, published by Butterworths last ' 


“year, and describes all aspécts of the taxation of lánd trans- 
actions. Among the matters covered are investment income 
from Jand; purchasing or development profits ; capital 


allowances; capital gains: tax on freehold and'leasehold - 


transactions: sales and lease- -back ; industrial and. com- 
merciál property; different types of land (mineral bearing, 
agricultural and woodland) ; and general rates. 


£3-80 net (£4-05) 


TO BE PUBLISHED SHORTLY - 


- - Ray's Practical Estate; Duty Planning. S 03 
^ Second Edition’ | : 


M 


By R. P. Rav, B.Sc.(Econ.), F. T. Solicitor, Assisted ay 
. M. Ray,- Solicitor. "uL. 


For the Second Edition, «this popular book. has been 


n expanded: to deal with developments’ since March 1970..- i 
.. These. include changes in the rate of charge, new exemp- 


, tions such as that for the surviving spouse, the extended 
right to. pay estate duty by instalments, and the removal 


of the' capital gains tax charge on death. Important new . 
cases have béen dealt with, covering a wide.variety of - 
sübjects. In addition to these-textual changes the existing... 


material has, in places, been revised and/or given more 
-extensive treatment. Although the new edition is larger 


than the old, the work remains a relatively mme and. 


practical guide. 
£3 net (£3:25) 


Bracketec price, inclusiva of despatch, applies only 5 g 


to single. copies ordered direct from the Publishers. 


| by post. Multiple copies are sent at the net published 
price. 


i B utterworths. 
> -88 Kingsway, London WC2B6AB 


= Showroom:. LN 
pt 11-12 Bell Yard, Temple Bar, London wee: 
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Im C INVESTIGATION BUREAU 


- LIMITED - 
Criminal and “Commercial lnvestications | 


Cases of Conspiracy and pun Internal Thefts 


. and Extensive Pilfering. Corruption and- Leakages 


of Commercial Information. Surveillance, -and 
Undercover assignments. Character and ante- - 


| . cedents of individuals:and bona fides of. business __ 


concerns. Financial. Investigations and enquiries — 
into matters arising from Bankruptcy and Com- 


. pany Liquidation proceedings.-Specialist Security 


Services including Security , Surveys covering 
Computer Operations and confidential Data: ' 


Con rol Procedures. Counter Industrial Espionage 
assic nments. D . a 


CHANCERY. HOUSE 
53/64 CHANCERY LANE _ ,-. 
LONDON WC2A 1QU j 
gio ord 01-405 0343 ' 


. This Bureau does not ‘undertake enquiries’ 
im connection with matrimonial matters or 
industrial disputes. : 


* TO BE. LET 
 FACTORY- f*'Class OFFICES. 
33,500 satt... 
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HE sace maet | is nevér more : right than when it appears ; 


tò be-most wrong. Some of the City sages say. so, but it is 


one of those sayings that needs to be said with the'exact timing . 


- that ‘is necessary. for. profitable’ operation in the stock-market 


. ^ 
7 
. 
l 0 


pS 


itself, > 
- But thé saying could well bé applied to an. equity, market that 


>apparently knows no bottom when the economy is by all accounts ' 


climbing through: all the peaks there ever were. There are' 


‘times when stock-markets reflect events. and times when: they 


' forecast them, but all too often only retrospect. ‘shows what the : 


"donecesting was: all about. 


Granted the economy is in fine shape and granted: Mr 


Heath’s stipulation that the economy comes before the balance 
‘of payments (although how the twó are divorced is not exactly 
crystal clear), then what is it. that a bear equity market forecasts? 
Does it.forecast an economic prosperity that is profitless and 


dividendless? Or does it forecast an economic prosperity. oyver- . 


taken by failure to control inflation as Phase IÍ moves to Phase. 


TII? 
— . Does the market even now. begin to forecast political change 


and the prospect of an era of “Wedgben”, and Rolls-Royce and 


. anything else nationalized out of a combination of cupidity, and - 


spite? "s 
Certainly tlie, stock-market . is forecasting: ‘something, and 


3 Poua certainly. ut are few who really know. what the forecast. 
JUNE able. even in the name of Europe, although a Governinent that . 
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introduce some flexibility into bank opening hours but 
once again, according to-the banks, the trade unions-have been 
inflexible: Naturally there is some concern at the successes 
attending the “Personal Banks' and the money shops, where hóurs 
are lóng rather than flexible. But long hours of opening. ‘can oy 
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` Bank = England} Minimum: Landing Rate - - May € 1973. 8%. 
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E ae Bills 


Mar9  .. . £8:2244%  .Aprili3. b.. .. £74s21% 
. Mar. a6 wee «1 £80972% “April 19 £7:669596 ..' 
' Mar.23 +. . $ 819% "April 26 .. £76695% ^" 
Mar. 30 ... . £79350%  May4 .... - £75077% 
 April6> .. — .. £78738% May 11 ~ £73604% 
LS ME a. Money Rates - | M a Ar 
Day to day . CTS ~ Bank Bills gun 
7 days ' "Ec ee. " 2 onths Big 9 
Fine/Trade Bills ^, ~ "USE 3 ene T a 81-9 d 
I months ..' roii%  - 4mohths - ..  8i-9 % 
. 2 months .. 10-11 %: 6 months. §:. .9 91% 
-3 months .. oi - à at oe 


pfe 


Three Months Rates * s EE 


E : i “ 
ag val authority deposits a+ oF : 
"n Local authority bonds * ,: .:.-" 81-84. ? 
: `> Sterling deposit certificates ,9i—- oi fed 
a Euro-sterling deposits ` 95 +) IOH1ÓÍ, 
o ROPA deporte is Abs. Toute i 


q y £c 


NCE again - the ‘London Clearing Bhnks Poet tried e 


- RATES AND PRICES. ow E ERO 


- ESO DE . Come Dries Tuesday, bd 15th, 7973 "2 E. = l 


a 


E^ died by flexible attitudes, on the part of staff and | on 1 the 


part of management. - 


‘The London A Banks ‘began their opening Jaus 


' problems-by having to agrée that a five-day=week meant Monday 


through Friday. The banks had to take-out Saturday and were 


only able to make minimal’ recompense in terms of evening 


ma? 


~ 


opening on one day a week. Friday evening opening has again | 
been brought into the debating arena, but to attempt to open -: 


-, late on what is now eloquently called ‘Poets day’ (Push off early, 


"tomorrow's Saturday) shows a remarkable ues of. imagination 
on the bank’s part. 
` More imaginative is the arm's length: move by Midland Bank | 


i. 
Y 


into money. shops through. its Forward Trust company. `, 


p et * 3 


[NIFICATIÓN of European currencies is still. on Jis 
Common Market Aims agenda,.but. mercifully even those 
in favour of a unified Európean currency put the item a long 
way down the agenda list Mr. Russell J.- Clark, economic 
adviser to the National Westminster Bank, makes thé point in: 
the Bank's latest review that a return to a fixed parity for sterling 


* 


'as a' move, towards European únification, albeit as a pre- 


preliminary move, would be disastrous. The result would. be 


: renewed pressure on sterling and'enforced devaluation again. 


“Such an extreme of monetary: madness would not be 'accept- 


has switched from market forces to direct control.in so many 


economic and financial sectors could presumably make such a ` 


-change. The next change from freedom to control, however, 


must come in credit control by quantity and category, parti- 


-cularly, since the Govérnment is not quite sure whether the” 


money supply or interest rates are.under control at the moment. 


‘ Mr Clark does not necessarily go as far as that but insists that the 
| present anti-intlation “package” is unbalanced. ge E 


Y LI 
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Finance House Base Rate - May Ist, 1975. 108% í 
Retail Price Index (16.1 62=100) 1734, 20. 3.73- (from. 172 4)- 


Tax Reserve Certificates (4. 1.72) Personal 34% 
(Company ld ne longer on ofler). 
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Foreign Exchanges ANE 
-New York. i 2° 5755 Frankfurt .. ~. - 71325 
Montreal - 2:5750 Milan. a 150200 : 
n ‘Amsterdam. : 7:3850 . Oslo 14°8450 
: . Brussels . 100:22 Paris - .. «6 4,’ 114300 
i Copenhagen : "d B Booo Zürich xs cue . ' 8'0200 
BER "Gitedged —: 
‘Consols 496. 394 Treasury 9% 1994: 89%: 


Consols 24% - 248 Treasury 84% 84-86 ... 95 
Conversion 33% . . 34i Treasury 84% 87-90 .. --894. 
Conversion 54% 1974 . ..' 97%, Treasury 64% 19e ..  .938 
Funding 34% 99-04 +: 41% . Treasury 34% 77-8 O.. 73% 
- Funding. 54% 78-80 8ojxd Treasury 34% 79-81 .. ' 731 
Funding 54% 82384 70% Treasury 5% 9' -. , 63$ 
p runding 51% 87—91 67% Treasury 54% Es : 564 
, Funding 6% 1993 .. 67% Treasury 24% ~ “ad 
. Funding 64% 85-87 . M 7 >- Victory 4% .. 981 
i a 3% ae (14 90 War Loan.34% 34 
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: Council Élections E E LM 
; Sm, = 2 Your referénce to. me in your issue e of ‘April 26th, and 
:-Mr. C.-A. Munkman's ‘letter - [under ‘Student Pounds. in- 
+ your issue of May 3rd lead me to write to'you again... : 

It. is highly satisfactory that in London there should be: 
"sufficient candidates to make a reality of these-electións; but" 
Y. TE Murikman's reference tó members of thé Council as ‘like: 

` .' the Bourbons’ serves to remind voters that there are those among. . 
'the' candidates who: may’stilf-hanker after-a further attempt at~, 


as 


|." i ofthe Council that the rejection of the.ill-conceivéd scheme: was. 
^. neither an-act of prejudice nor a ‘lost opportunity’. 
s. ¿Mr -Alan -Nelson’s remarks. are singularly. "ünfortunaté, To: 
:- `- my personal knowledge ane; at least, of his ‘predecessors was. 

- pressed to include the cost and municipal accountants — mucli 
; t ene his will — by rus charged with representing the English. 

. Institute. * o de 

¿"+ 70 "In casting ‘one’s "vote in the forthcoming decus it. could 


eee 
"E 


/ . "be wise to do all in-one's power to màke it clear that any repeti- ^ 
1 js. „tion of thé abortive attempt at integration will not be tolerated. ' 
m b RE oot ocu o. Yours faithfully." CIMA OS. 

Pp Tondon SWio. < H: O. H. COULSON. 

E do eer OF E j T pecs 
“What's s in the Sub?" Qe i.t cud e 


t. i Ney oe 


à Sr, - It seems that a bs meeting of the Institute. has been -- 
o .&onvened for Jane sth. Wa are being asked to équalize our sub- >. 
, Sctiptions at £20. per head whether or not we are fellows or - 


¿7 o "associates, whether or not we-are in practice, int industry : or in : 
d :, Commerce, and whether or not we live in London + or Lands End. Š 
" o It might be reasonable to ask what we in the provinces are to". 
+. receive in exchange for aur f20. At least half-of this sum is: 
"needed to support the £7 million ‘Folly? in. Moorgate: Place... 


-a hatoer from this monument. Should we wish to visit it we 
ve shall need to pay an additional £20 for. the. pleasure (though, -. 
| "granted, for'a £5 cheap candy-floss excursion we might obtain ~ 
eG fleeting, glimpse). As for eS facilities it affords, they A. it. 


Seems, not for us. ` P T 


^ What .of the other £ 10? Tea seems that a great part goes in. 


u 


how and when this.is done.-Perhaps the quickness of the hand- 

, decéives v. ., or: are the 'exposure drafts’ being ‘referred to? These. 
. are interesting in.so' far as they ‘seem to be generally a rather” 
¿2 belated approval of what is already ‘best practice’. They. have, 
SE of course,-no legal force and are not, it seems, tendered in: any” 
8. > Sway other than | as advice. Generally they seem to have been. : 


ACCOUNTANT: EPA 


M: ^^ “integration”. It may well be wise to remind would-be members: 


"e : development , of téchnical standards. and “maintenance óf;pro-. 
. féssional and -ethical stardards'. It is difficult to see exactly : 
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Tm eise of ok thé lettérs F. C. A. or v C. As to 


‘sour names. A friend-of mine who. (apart from being „perhaps 


“the mast intelligent and liberal-minded man Ihave. ever met) 
was al3> a.chartered accountant, was awarded the C.B:E, I 


asked him — being aware-of his extreinist political convictions — 
T | why he had accepted it. He answered (sic) “Well, it does save the 


trouble of references'.. Perhaps the. same applies to our F:C.A; 

Is it rot a sombre and thought-provoking facet of our troubled 
7, and so sick society that it is greater evidence of our integrity that 
«we can claim to, be à'chartered accountant than à practising 
. Christien? As the latter I:ivoúld shun many a document-I would 
- be allowed to sign as a 'professiónal man’ —but then I. am bound 
by laws and not t irritated by vague recommendations. rd 


is 


T 7 3 JD ¿Yours s, ial, EA : mtus 
zu MICHAEL GREENER. 


Barry, Glam: E 


[In his first Sateen "Me (feeder hàs, of course, ‘ovetlocked 
.the fact that-under'the terms of the. resolution preceding that 


which’ seeks to-amend the subscription structure; members in 


practice will be required .to.pay an additional fee, ránging from 
.K3 to Lio as to, the area ER the practice. — EDITOR.]- E" 
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Chartered: ‘Accountants’ Hall’ 


. Sm, —In the editorial of youi-issue: -of May -— you say shit 
. those members of the English Institute who- regard Chartered 
Accountants’ Hall as little more than a prestige ‘white elephant’ 
may take comfort from the recent professional valuation of the 
Hall az approximately three times. its historical.cost.  - 
Why.” Presumably, the valuation of £7-1' million: is ‘largely 
based 5n site value; as the market for'such a building must be 
very limited. As, half the site was acquired: partly in 1890 and 
partly -n 1930, and “the remainder in 1963-65, before the 
recent property booni had ‘really got-under way, an incréase of 
only three times seems more lamentable than laudable: On the 
- basis that the criterion for judging the worth of, an Institute 
headquarters is its Market value — which is; to. Bay ‘the least; 
debatakle ~ if ours is not a “white - it must surely be a 
ied pue. Shade of. grey: cu x MAL Ec Su 


E. a o Your iid, Er A jy kd 
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“Fellowship by Examination’ b W a 


. Sm, - Ey now, those; members of the English Institute who have 
troubled to read the’ notice of the Special Meeting "called. for 
-June sth will appreciate that, if resolution No. 3 is passed, 


- 


"s We who: live at great ‘distances. therefrom: derive no benefit: membe -s admitted after July ist, 1978, will: only “be able to 


proceed to fellowship if they pass. an appropriate test. The form 
-of the test is to be left to the discretion of the Council and may 
not necessarily follow. thé scheme published for discussion i in 
March 1973 [The . Accountant, March 15th]. + M 

Manz of us’ have’ expressed our concern about tlie details of 
«the March 1973 scheme. These objections,- I'am sure, will be 
` carefully «considered by Council“ before any final. scheme is 
promulzated.. But have we really considered the implications of 
introdu-ing fellowship: by examination,.a concept which will be 
written into the Supplemen Charter if OE No. 3.18 
passed? . M 

It is -rue that there. has been a co increase in “recent 
years in the range. of knowledge needed by a chártered ac- 
countart. Most members need to ‘study regularly to keep them- 


> P one eye on the penny and the other on the bun. „` selves vp to date. Post-qualifying educatión courses run by the 
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Jt: seems that all we are Xe leit with: for: our £20. i is e 


“Institute and district societies ane expanded rapidly i in order 
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is necessarily a better chartered accountant’: ' M : 
'Or are we trying yet again to create à two- tier’ ‘profession?’ ~ uU 
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; to ma epai in ee area. But i ig: there any reason to suppose: - +: 


- that the member who; atone point of time; at the age of, say, 27,-. 


has demonstrated that he is up-to: =date i in his particular speciality, ` 
a. 
- chartered. accountant. (first class) . and „chartered accountant, 
. (second: class)! I sincerely. hope that this is not the intention. If + 
our standards: of admission are not high énough, “then they ca can ' 
' be raised as they-surely will be over the years to come. 
“Such a. change' woúld also confuse the general public, in as” 


- far as they pay any attention to the difference between A.C. A, : E '. quotes an. unrealistically simple exaínple of a company with: , 


, all its capital (including loan: capital) invested in land: ‘The ` f 


“and F.C.A. An F.C.A. is “generally. regarded now'as an experi? 
* encéd:.chaitered accotintant;. by. the year 1990. he could’ be 
tégarded. as an egghead — ahap who's good at passing : examin-" 
^ ations (but not necessarily at anything. élsel)..: 

"l'héré seems little demand either from member, uu He 
or the public for'an additiorial examination of this nature: d 
lack of enthusiasm for the C. M.I. dnd J, Dip. M. Ne esa cip 
is. evidence of this! And yet I am.certain that.the quality of ^ 


professional services offered by. merübers has not suffered asa; 
- i 
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"Tam gure ‘Professor. David. Solomon will bé jus to ‘this! © 


matter in his forthcoming report-on accountancy education. Tt 2n 


vis añ: important matter which miist be fully discussed, but it is 


mot: one of great: urgéncy- about which a decision; must be- taken" "ui 


at this point intime: <` 2: 
May I urge members to reject this NN so-as s to" give the 
- Council an o of 'thinkingiagain. i DUE eR end. 
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: amendment clauses: on: VAT, some of: which relate to^matters ; 
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"Some Special Points on VAT. s put UNA vor 


i. 


* Sm, - 1 understand ibat the. CBI has batai à abi ri 


raised in my-paper' published. by you on: March 22nd. One'i dni 
particular, the relief for bad debts, deservés widé support and it. 


' Original balance sheet T x5 i 
y uer e Mod Current. Pur- ` 
` 7 ; Ye yee p QU" E T r m t 3 
EM to chasing Power * 
. cit." Historic ` , (end year T) 
" > í t a 1 ; E x p " Í 1 
- i ‘ * NE ? £ US " af f t É 
ME CARD AER. E. i UE i o 
Ordinary capital .. soc. . 700,000. I07,899. 
Loan capital '' ..í.", -.  -100,000'. | 107,500. 
s rM E. "T. ni. '* 200,000, , 215,000." ++ 
r ] 7 a s t t S OT e See la 
f * n P x E n : "et C m———' ` QS 
E : DET LEE : f LS : e ^y Ps 
Lr Ae seit 2d £215,000 


would obviously help ‘if those. in, a position. to, do ‘so bring, 


pressure on the Government through the normal. processes: * 
Whilst. writirig: I should ‘like. to ‘point out a small but unc 


‘fortunate printing error on page 621:(May 3rd). You printed a 
letter from HM Customs, together with my «comment ort it, 
'starting ‘Far be it.from me to: stiggest Ways of legally avoiding :. 
VAT”: In fact; a is part òf- my job - — the word should have” s 


` 


“been, illegal Am eos 


à vu Lo mer 
5 € 
"London SW;.' ed V. c. BÜTCHER. 
^x pa ae A ds ^ SAS he E n "E^ 5 
4 ADIY, E AUT M S x X4 ` w A 4 
x a p "€. : 7 on D^ - eve | 
5 X 1 e er ^ i 
A Weakness of EDS? | n D kr cos 


ny — The article by. Mr Kina! in your issue of April ae 
casts doubt on the treatment of long-term’ debt proposed in ED8. 
"To.recapitulate briefly, ] EDS proposes that the inflationary gain’ 
- on, long-term debt. should. be, taken : to ' profits, Mr Kirkman... 
. quotes some differing opinions on this tréatment. and suggests . 
" that.the point has not been given sufficient consideration. by the 
authors of the exposure draft. He is particularly. worried that Eu 
- gain might: be regarded as distributable profit. s: A 

Mr. Kirkman’s~ viewpoint ‘undoubtedly ' duum “serious 
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K ) Ei is. not in dispute that] in: time of inflation; borrowers: gain 


- at the. expense ‘of lenders, and.if thé borrower is a company’, 
_this gain accrues tothe ‘betiefit of the ordinary shareholders. ` 
"To put it'anothet way, . the “real liability: to the lenders 
. diminishes i in terms of constant purchasing power. AM 


* 


d 
E 

n a 
Pad 


M A. reduction i in liabilities. represent a. profit to the company E 
oN 


, just as much z as an increase in assets, oe 


=) Other things being equal, the gain c on beim liabilities. | 


- cati safely be distributed to shareholdérs and leave, the: . 
` purchasing power of the original capital intact. Mr Kirkman- 


company. distributes all its profits., He. conclüdes that the © 
‘company could: not distribute the. ,gàin on loan capital 
without. selling some of the land. He i ignores the: ‘possibility, 
of topping up the loan capital i in : line with inflation: E 
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« Yours faithfully, LE dem. 


P * 


_ consideration, but I believe.heis doing less than justice to the» ^ 


- ASSC in suggesting that they- did; not consider the arguments `: 


- beforé coming to the proposal in the exposure draft.:Since other : 
' people may share Mr. Kirkman's doubts, it. ‘may be oe to set . 
gut the logic ped E BOSC s yee 
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i c m ee i E Current Pur 
X o | ub "E | <i pu ete 
Ordinary capital, 7^. .: | “100,000 . 107,500 55 7 
Less: Deficit in historic. e panpa " FEET DT 
; terms ar i 7,500 - A 
a a ME Pu mE 92,500 X" 197,500. AEP 
Loan capital. Cocaine 100,000 , 100,000, - a" 
Ovetdraft. .. 7,800 E 7500: m 
E E . = 200,000 i - 218,000 .,7 
Land. Ds Dosis. X200,000 -. £218,000 '' 


* 
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k wili bé seen thati in terms of constant purchasing power EA 


. the company’s: ‘capital is still intact. 


: This example: emphasizes the point made in the exposure ; 


draft, that the normal precautions to protect the company's , 
liquidity should’ be.taken. As it happens, -in this extreme * 
"example, the: directors might be.reluctant to show. a deficit. 
in their historic. accounts, no: matter show, spurious those: 
“accounts are., 

lt is.a fact. that maiy fortunes de been made. out of. 
property in recent: years, by people who did this kind: of 
arithmetic and were able to borrow, cheaply. . ME 


ca 


so) Long:térm' interest: rates. -NOW include .an. allowance. for 


^ continuing inflation. Fhe current rates of about. 10 per cent: 
per-annum represent some 33 per cent for the basic intérest' 


charge and 64 per. cent for protection ‘against erosion. A ' 


Company. borrowing at 10 per cent shows an unduly high . 
cost, of finance. unless it offsets the” interest paid: by the... 
inflationary gain. |: , 


p ,Tt should be noted thát the g gaín ds not a trading profits 
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itisa Profit for the dinde shareholders at the expense 
of the providers of loan finance. 


(5) It is not disputed that a.lender of money canes an in- ~ 
ES flationary loss, for which allowance should be made in his . 


current purchasing power accounts by ‘way of a reduction 
in his profit. If the borrower does not take the correspond- 


ONE ing gain into his pronis there is in total an understatement i 


of profits. 
~ The above arguments give P A for EDS. 


The two quotations ziven by Mr. Kirkman demonstrate the. 


. need for clear distinction between currencies of different years. 
Both say that because the number of currency. units. borrowed 

- thas not changed there cannot have been a gain. A holder’ of 
War Loan, who has experiericed the other side of the coin, 
would very. quickly refute this. The very fact that’ such mis- 
conceptions are > still prevalent justifies the publication of EDS. 


Yours faithfully, 2 
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` London .SW1. IMPERIAL CHEMICAL INDUSTRIES Law. 
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VAT and. Pension Funds . ` | + 


Sir, — In your issue-of May 3rd, you published a 3e dindes b 
Mr T. V. C. Butcher to my letter on the subj ect of YAL payabl 
'on pension fund expenses. 

It is not disputed that when a company meets. dg margina 
costs of its pension fund it is making payments for the purpos: 
of its business. Value added tax 1s, however, a tax on supplies 
no: on payments. Supplies, made to; or obtained on behalf of, i 
pension fund established by trust deed may not be treated a 


- supplies made to another person, for the purposes of his busi 
* ness, no matter who pays fot them: Addressing an invoice to : 


person who will make, payment will not entitle that person t: 


- claim the tax.shown on it as deductible input tax, unless th 


“-goods or services concerned are supplied to him for his business 
and rot for page? else's. l 
. Yours faithfully, 
London EC3. A C::MOYLE, . . 
Cf Information Officer, 
CDD HM Customs AND EXCISE.’ 
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Sale in Market Overt: LEE A s 
"HE ancient rules protecting a purchaser i in Sond: faith in - evidence had not-contributed significantly to the result. Suc! 


“market, overt' — now section 22 (1) of the Sale of Goods 
“Act 1893 — are limited to transactions between the hours of 


c> i., sunrise and sunset. -As Lord Denning, MR, held recently: ‘It 


“ 


” - must be in the daytime, when all can see what is for sale; and 
not in the night time when no-one can be sure what is going on”. 


-A pair of antique cardelabra, stolen from .R's-premises in- 


1969, was found by C on a stall in the New Caledonian Market, * 


Southwark, about an hour before sunrise, and purchased by C. 


from. the stallholder for £200. L in turn offered C £675 for 
“the candelabra — an offer which.C did not accept, although he 
t allowed L to take and display the candelabra for sale on his own 
- premises. There they were seen,and recognized by R, who called 
the police. 


. The police took possession of the candelabrs and R dined : 


E TNR return as the true owner. C, however, also laid claim to 


~ the candelabra as a purchaser in market overt within the terms . 


of section 22 (1) of the Sale of Goods Act. The judge of the 
‘Westminster County Court originally upheld C, finding him to 
~ have been a purchaser ir: good faith and within the- permitted 
hours of the market. 


. , Reversing this judgment, the Court of Appeal unanimously: 
pt ordered the return of the candelabra to R. On ancient authority, . 


, a sale in market overt'could take place only between the hours 


- of sunrise and sunset, where all could see what. ‘was done and ' 


` the true owner would have the maximum opportunity to inter- 
: vene; C's purchase had been made in: half-darkness, before 


even the stall was properly erected, and the only attributes of 
‘openness’ were the place itself and the fact that the sale: Was: 


- £ ¿within the permitted hours of trading. 

“+ "The county court judge had erred n . his finding Que 
, -because the market was ‘cpen’ when the transaction took place, 
dt was therefore in market.overt. Following the judgment i 


x 


' . 
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‘Scrutzon, J; in ii v. Le Roy (io 1i]2 KB: ila), a 'custon 
HE of defeating the title of of true. owner “should b 
-carefully watched. - 

Reid v. Commissioner of Police for the Metropolis and anothe 


[ro] 2 All ER 97). | 


Costs of Expert Witnesses. Disallowed 


OSTS, incurred by a ‘successful plaintiff in calling; thre: 
¿professional expert -witnessés-— an economist, -a charterer 


' accountant and an actuary — were disallowed recently, i in whol 


-or in part, by the, Court of Appeal, on the ground that thei 


costs, thé Court decided, had not been reasonably incurret 
‘and were not. necessary or proper for the attainment. of justic 
or for enforcing . . . the rights of the party ... . within the mean 
ing of order 62, rule 28 (2), of the Rules of the Supreme Court 
The plaintiff, M,. was injured in a car accident, due to th: 
defendants' admitted negligence. He claimed that damages fo 
' his injuries should. bé assessed by actuarial.calculátions sup 
ported by expert evidence and taking into account the prospec 
of futvre, inflation; The trial judge: (Neild, J) adopted the con 
ventional *multiplier method' in assessing damages for loss o 
earnings, and awarded M. £45,757; this sum was increased o: 
appeal to £62, 183, but the Court of Appeal held that the evi 
dence of the accountant and actuary had offered no advantage 
over the conventional method of assessing damages in such cases 
Referring to RSC order 62: (above), Edmund Davies, LJ 
said that the evidence of the economist had been neither neces 


' sary ncr proper, so specious had been his testimony, and all th 


costs 0? his evidence should be disallowed. There had been som 
residual, though limited, value in calling the accountant and th 
actuary, and it had not been wholly unreasonable to call them - 
but, as they had based their evidence largely on that of th 
economist, it had reached far more expansive dimensions tha 
it otherwise would have, done: M should therefore be allowe 
only ore-third of the cost of calling them. 

Megaw, LJ, concurring, said that the Court had been idi 
that the costs attributed to these three expert witnesses were o 
the crder of £6,000. Those who favoured adoption of the ne 
[actuar-al] system of assessing- damages should give carefu 
. thought to the enormous expense which had in the end to b 
‘paid, whether by the defendant or his insurance company, b 


the Dm or by the legal aid authorities. . 


d v. Mulholland and Another ar Sol J se 
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Employment: Effluxion of Time 
MPLOYMENT initially for a fixed term, and thereafter 


‘renewable, subject to confirmation, for an indefinite period' 
is not ‘terminated’ if renewal is not in fact offered when the 
fixed term expires. 

K was appointed in these terms as medical assistant to a 
group of hospitals within the National Health Service. His 
terms of contract also included the right, if he considered that 
his service had been unfairly terminated, to make representations 
to the Secretary of State, who in turn was to place the matter 
before a professional committee for their advice. : 

Approximately three months before K's fixed term (of two 
years) expired, the secretary of the hospital board informed him 
by letter that it had been decided not to confirm his appointment. 
K argued that his appointment was being ‘unfairly terminated’, 
and applied for an order of mandamus to direct the Secretary 
of State to place his case before a professional committee 
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word ‘termination’ — particularly within the context of such 


other expressions as ‘representations against dismissal' and 


'decision to terminate! — must postulate some definite action by 
the hospital board to end an appointment, e.g. by notice. K's 
appointment had not been “terminated”, but came automatically 
to an end on expiry of the two-year term unless confirmed; his 
terms of contract provided no right of appeal for a man whose 
appointment was not confirmed. 

Probationary periods of up to two years, the Court further 
noticed, were common in various employments; nor could a 
claim for unfair dismissal under the Industrial Relations Act be 
upheld unless the applicant had been more than two years at his 
work. In the words of Lord Denning, MR: “When such a 
probationary period of two years comes to an end (and is not 
confirmed and renewed) the person appointed just has to leave; 
he cannot complain; he has not survived his probationary 
period”. 


accordingly. 


Dismissing K's application, the Court of Appeal held that the 


OFFICE EFFICIENCY 


R v. Secretary of State for Social Services, ex parte Khan 


Company Reports on 


Microfiche 


3 ien complete report and accounts of 
every public company in the United 
Kingdom is now available on microfiche 
through a new service provided by the 
Financial Times in conjunction with 
Lowndes-Ajax. 


Known as MIRAC, the service offers 
a choice of taking all public UK company 
reports and accounts for £1,950 or the 
2300 FT quoted reports and accounts 
for £1,150. Both prices, which include a 
storage cabinet for the microfiche, are 


for 1973. 

Back numbers covering five years (1968 
to 1972) are available for £2,500 for the 
full service and £1,475 for the FT 


quoted companies. 


The chief advantage of the microfiche 
service is the saving in office space. It is 
estimated that the same information in 
its original hard copy form would take 
up 500 sq. ft of floor space, representing 


a rental of £5,000 or more in some City 
office blocks. 


Another advantage of microfiche in a 


file of this size is that any individual fiche 
is easier to find than the hard copy would 
be in a conventional filing system. On 
fiche the entire file is housed in a single 
cabinet. 


Viewer required 


It is, of course, necessary to have a viewer 
to read the fiche. Suitable viewers can be 
rented for £25 a year, or £37 for a model 
which enables two consecutive pages to 
be seen at the same time. A reader- 
printer to obtain hard copies of individual 
pages costs £330 a year and a fiche 
duplicator £400; all on five-year lease. 


The service is provided on high-density 
fiche with 96 pages to the standard 105 
mm fiche, which is a Bell & Howell 
standard. This compares with 60 pages on 
a normal 105 mm fiche and precludes the 
use of inexpensive desk top readers made 
to view 60 frame fiche. 

The Financial Times Ltd, Bracken 
House, Cannon Street, London EC4P 
4BY. 


([1973] 2 All ER 104). 


Roll-feed Copier 


SCM (UNITED KINGDOM) have entered the 
roll-feed copier market with the SCM 142, 
a flat-bed, desk top model which produces 
eleven A4 copies a minute. Format can 
vary from 54 by 8 in. to 11 by 14 in. The 
roll-feed can be by-passed and this enables 
an odd-sized original to be copied during 
a run or the making of offset masters. The 
copier costs about £475, or is available 
on lease. 

SCM (United Kingdom) Ltd, SCM 
House, North Circular Road, Stonebridge 
Park, London NWio 785. 





The SCM desk top roll-fed copier, Model 142. 


Recording Time and Date 


BROUGHTON & CO (BRISTOL) are marketing 
the American Stromberg 250 Date and 
Time Recorder. It prints the date, time 
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and a name or department number when 
a card or paper is inserted. Features 
include a 24-hour digital clock, self- 
lubricating motor and cartridge ribbon. 

Designed for wall mounting or use on 
a desk top, the recorder has many uses — 
incoming mail, messages, orders and job 
start and finish times can be recorded to 
quote only a few examples. 

Broughton & Co (Bristol) Ltd, 6 
Priory Road, Clifton, Bristol BS8 1 TZ. 
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Recording date and time -the Stromberg 250. 


Discount Ready Reckoner 
for VAT 


A READY reckoner which allows the VAT 
on a discounted value to be calculated 
easily is available from Pearson & Rice, 
price 25p a copy or £1 for five copies. 

Designed for businesses which give 
time and/or quantity discounts, the 
ready reckoner covers discounts from 1 
to 5 per cent in 1 per cent steps and 11, 
24 and 33 per cent on amounts from {o-o1 
to £1,000:00. Instructions for its use are 
given on the back of the tables. 

The tables can also be used for check- 
ing incoming invoices. Since under VAT 
regulations every sales invoice must 
show the VAT amount on the discounted 
value - whether subsequently earned or 
not — the tables can save a considerable 
amount of time where no mechanical aids 
are available. 


Pearson & Rice, 
Hoddesdon, Herts. 


58 High Street, 


Recording VAT Sales 


SWEDA claim that over roo organizations 
in the wholesale cash and carry ware- 
house field have ordered their Series 700 
electronic cash register system. This 
prints out the VAT invoice as well as 
making all the necessary calculations 
involved. 

The system can be used as terminals 
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either on-line or off-line to record essen- 
tial stock control and cash flow informa- 
tion. Used off-line the information is 
recorded digitally on magnetic tape 
cassettes. This information can then be 
subsequently in-put to a computer either 
in-house or at a computer bureau. T'he 
addition of a scanning device enables 
details of cash sales to be recorded 
automatically from previously encoded 
tickets. 

The main benefit of this type of equip- 
ment from the accounting viewpoint is 
that it enables frequent — usually over- 
night — stock control and cash flow 
analyses to be presented to management. 

The system is now being introduced to 
retail outlets. 


Litton Business Systems Ltd, Litton 
House, 27 Goswell Road, London EC1M 
7 AL. 


Typewriter Platen Restorer 


A NEW product from Caribonum Sales is 
a platen restorer for typewriters and 
accounting machines. Use of this aerosol 
spray-on liquid is claimed to restore 
platens to like-new condition. Full 
instructions for use are enclosed with the 


pack, 


Caribonum Sales Ltd, Caribonum 
Works, Leyton, London Ero 7BP. 


New Printing Calculators 


MOST new calculators are being intro- 
duced with an emphasis on their useful- 
ness for the preparation of VAT invoices. 
For this purpose printing calculators 
are more useful than the display kind, 
primarily because they leave an audit 
trail which can be checked in case of 
dispute at a later date. 

Mr Douglass Dorsett, managing direc- 
tor of Decimo, even went so far as to 
predict that in the UK alone there are 
some one million adding machines which 
will be replaced by the electronic print- 
ing calculator. He claims that the price 
of printers is now low enough to attract 
customers and retailers. 

So far as we know the lowest priced 
printing calculator on the market at the 
present time is about £140. This com- 
pares with an average of about £75 for 
desk top display models and £30 to £50 
for simple four function pocket models. 
However, the price of printing models 
may continue to fall as mass production 
of print mechanisms increases. The 
Japanese home demand for printing cal- 
culators is given as 40,000 a month. 

Undoubtedly an adjustment of VAT 
from the present 10 per cent to something 
like 113 or down to 82 per cent would 
be a substantial incentive to printing cal- 
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culator sales. Since small adjustments 
in the rate make a big difference to the 
amount of money taken out of the 
economy, such rates are to be expected 
sooner or later. This, at least, is the ex- 
perience in most Continental countries. 

There is also the spectre of VAT rate 
equalisation between EEC member coun- 
tries. T'his could be based on a two-tier 
system with an upper rate between 124 
per cent and r5 per cent and a lower one 
between 5 per cent and 71 per cent, 
although other rates have been men- 
tioned. 

All this makes it interesting to see 
that of the five new models introduced 
recently, no less than three have been 
printing calculators. 


New Models 


IMPERIAL TYPEWRITER COMPANY have 
added three new models to their range of 
calculators. The 850 is a basic four- 
function machine with 8-digit display 
selling for £59. Model 1260 is a 12-digit 
machine with single memory, with the 
usual features associated with display 
models in the £89 price range. Model 
1450 is a 12-digit printing model costing 
£149. All prices exclude VAT. 

Imperial Typewriter Co Ltd, 133/144 
St Nicholas Circle, Leicester LEr 4LE. 


BOSCO Model 643A is a printing cal- 
culator with illuminated display and a 
calculating capacity of 14 x 14 with 18 
item printout. Features include a print/ 
non-print key, fast adding facility, plus 
the usual features. 

Bosco Ltd, 8 White Hart Parade, 


Riverhead, Sevenoaks, Kent. 


DECIMO have introduced the Decimo- 
Ricoh 1220P printing calculator at £245 
with two memories, non-add key and 
reverse entry key, plus the usual features. 

Decimo Ltd, Park House, 96-98 Park 
Street, Luton, Beds LUr 3EX. 





The Decimo-Ricoh 1220P printing calculator. 
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Every year we pay homage, as a nation, to the dead of all 
three Services. 

And every year we forget the thousands who live on - after 
a fashion. 

For the dead and maimed are not the only casualties. All 


too many Soldiers, Sailors and Airmen suffer mental lopment 3 
breakdown through over-exposure to death and violence. 3 


a 
We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
For some, we provide work in a sheltered industry so that 
they can live without charity. And we provide a Veterans 
Houses E 


Home where they can see out their days in peace. 
Money alone can't pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 
n T 
will be posted to you or you can call at our Information Centre 
and — without any form-filling — study the classilied registers. ` 
Over 500 vacancies in the U.K. and overseas offer you the f Q $ 
widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 “3 


More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks Contact the Manager, Advances Department, 


to Partners. Salaries: U.K. — up to £5,000; Overseas — up to at the address below. 
£10,000. 


Commerce and Industry: R. Thornhill, 01—628 8860. | ombard 
Vacancies cover the whole range from Trainee to Financial | 
Director. Salaries: up to £7,000+. N orth C entr al N 
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*They've given more than they could — 
please give as much as you can.” 


EXCSERVICES 
MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688. 








Every year many hundreds of accountants find the right job 
through this useful service. 


















Temporary Staff: M. Farrer, 01—628 0391. 
Terms are better than is usual for temporary assignments. 


Head Office: Lombard House, Curzon Street, 

London W1A 1EU. Telephone: 01-499 4111 
Regional Head Offices at Birmingham 021 -744 8577, 
Brighton 0273 507161, Bristol 0272 294961, 


RICHARD OWEN ASSOCIATES London 01- 349 3131, Manchester 061- 428 0551, 


Box 23, 47 Finsbury Court Rotherham 0709 71144 


Finsbury Pavement, London EC2A 1HT 
A A member of the National Westminster Bank Group 
Note: Week-ends and evenings answering service 01-628 8860 
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SECOND ENLARGED EDITION | Dou 
OF THIS SUCCESSFUL (QE d M 
PUBLICATION IN GEE'S Lo qu c ur 
WORLD MANAGEMENT SERIES Vo c iu. V 













BUSINESS ADMINISTRATION 
AND MANAGEMENT 


by C. S. DEVERELL, M.A., B.Sc.(Econ.), B.Com., F.C..S, A.M.B.I.M. 











Was the need for more effective management ever keener? A man adds to his capacity by cultivating his personal 
executive skills and mastering management technologies. Yet there is an essential preliminary to these two directions 
of progress. It lies in a general understanding of the whole spectrum of administration and management. Nobody 
can be a specialist in all fields; everybody must get clear the pattern of management. Here is a book which offers just 
the sound, thoughtful survey which gives that understanding and pattern. Without evading difficulties, it is eminently 
readable. 

The book has already proved itself. Now the author has written a much enlarged second edition in which he has 
retained the wide appeal, while bringing up to date the details of his survey. 

Students on courses leading to the Diploma in Management Studies or serving as the qualifying courses for the 
Institution of Works Managers, those studying for the examinations of the Institute of Chartered Accountants, the 
Association of Certified and Corporate Accountants, the Institute of Cost and Works Accountants, the Chartered 
Institute of Secretaries, or the Corporation of Secretaries, the Institute of Purchasing and Supply, and other examining 
bodies, will find the book invaluable. It is no less suitable for appropriate subjects in Higher National Diplomas and 
Certificates in Business Studies and for university students engaged on B.Sc. Economics or similar degree courses. 

It would be a mistake to believe that the interest ends with the student. Practising executives in industry and business, 
accountants and many functional managers will find much for them in the pages of this book. 

No one volume on business administration could include everything. The author has simplified his treatment of 
his subject, while retaining all the information which its width and variety demand. His first six chapters contain a 
practical approach to the principles of organization, co-ordination and planning. He goes on to review in succession 
the management of the principal departments of a business, and concludes with some suggestions for further reading. 

Although admirably lucid, the special quality of Business Administration and Management will be found in the fact 
that each re-reading uncovers new lines of thought. There could be no more apt starting-point for the study of 
management. 
























Gee € Co (Publishers) Limited V ONCE e ec 
Publishers of THE ACCOUNTANT e 
151 Strand, London WC2R 1JJ 01—836 0832 










Price £2:50 net, £2:66 including Post/Packing 
and VAT (2p) UK. £2:88 Overseas 
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Full particulars to P. S. Winfield, F.R.1.C.S. 


Healey e Baker 


29 ST GEORGE STREET HANOVER SQUARE LONDON W1A 3BG 01-629 9292 





Suddenly,anold nameis anew name 


The old name: Long, Till and Colvin, m ifm 
leading money brokers. The reason: they've to B 
joined forces with the sterling section of 
Guy Butler and Co. Ltd., a member of the 
same financial group, in order to provide an 
even more comprehensive and streamlined 
service for people who want to use the 
money market. 

The new name: Butler Till Ltd. 

This Company is in the closest 
possible touch with all areas of the money + $ 2 
market — short and long term deposits with A 
local authorities and banks, the purchase ` , 
and sale of sterling certificates of deposit, 
and deposits with finance houses and 
leading companies. 

Their dealing rooms in London, 
Manchester and Edinburgh provide direct 
and immediate market information and 
opportunities for competitive dealing. 

And these are good reasons for calling ' 
them. 

Even if it takes you a little time to get 
used to calling them something different. 
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34 King Street, London EC2V 8ER Tel: 01-606 4080 Manchester: 061-228 3521 Edinburgh: 031-225 6167 A member of the Clive Group 
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you 


inyour wife's Mini? 
(That's the sort of advantage your clients may be giving their rivals 
if they are running their businesses without factoring.) 


You consider that an exaggeration ? 

Then you're probably thinking of factoring as it 
used to be. Before the National Westminster Bank 
established Credit Factoring Limited — and brought 
a new professionalism to the industry. 

So open your mind, if you please, and contem- 
plate the variety of invaluable services that Credit 
Factoring can provide for many of your clients... 
e Clockwork-regular payment of all invoices at 
agreed maturity dates — or, if they want it, 
immediate payment on delivery or shipment. 

e Blue-chip advice on their customers' credit- 
worthiness — backed by 10096 guarantee against 
bad debts. 

e Administration of their sales ledgers with an 
alacrity and precision attainable only with special- 
ised computer techniques. (This alone will often 
save them more money than Credit Factoring's 
modest charges cost them.) 

e Coping with all the V.A.T. problems that arise on 
their selling operations. 

e A wonderful smoothing of the way in their Com- 
mon Market and other export transactions.* They 
maintain a single sterling account with Credit 
Factoring. Currency difficulties, customs duties, 
language problems, local collections — all the 
vagaries of foreign trade are handled for them, while 
they receive regular payments right here at home. 

Even that imposing list doesn't cover all the 


possible advantages of factoring. For, very often, 
factoring produces an improved cash flow and 
immediate liquidity that enables businesses to 
expand without going outside for capital. Obviously 
this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of 
present opportunities. 

Lastly, an odd, intangible, but quite significant 
spin-off from your clients using Credit Factoring is 
that their customers are pleasantly impressed. They 
appreciate the smooth efficiency brought to their 
dealings with your clients, and, like most business- 
men, they are increasingly aware that using a factor 
speaks well for a firm's repütation and awareness of 
modern trends. 

If you think that some of your clients might 
benefit, find out more about Credit Factoring. Con- 
tact Chris Blower, Smith House, Elmwood Avenue, 
Feltham, Middlesex (telephone 01-890 1390) or 
your nearest NatWest branch manager. It could be 
the way to shift your business into top gear. 

*Our subsidiary Credit Factoring International 
Ltd. has offices in Benelux, Canada, Denmark, 
Finland, France, Italy, Republic of Ireland, Sweden, 
Switzerland, U.S.A. and West Germany. Also local 
agents in all other principal world markets. 


«€ Credit Factoring Limited 


A member of the National Westminster Bank Group 
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Money Shops, Finance Houses and Banks 


Conference of The Institute of Credit Management 


ANKING in all its aspects is of 

increasing complexity to the ‘man 
n the street’. It could well be that this 
pplies in some measure to accountants, 
iow that so many institutions are classed 
s ‘banks’. 

Various speakers at a recent finance 
ouse conference held in London by 
[he Institute of Credit Management 
lealt with the situation which is, at first 
ight, somewhat nebulous. The first 
ipeaker was the Earl of Limerick, 
Parliamentary Under Secretary of State 
‘or Trade, who gave his views on ‘Future 
egislation and instalment credit’. Mr 
E. R. Gillett, a director of Bowmaker, 
:xplained that mass production had 
»rought finance houses to the fore be- 
:ause of the need for mass consumption 
of products, a large number of which were 
the subject of hire-purchase agreement. 

Lower deposits, said Mr Gillett, 
stimulated the growth of business and 
from this developed much more industrial 
finance with its spread of risk, which was 
less anyhow and compensated for the 
lower yield. Finance houses had always 
“sold” money, and this had encouraged 
them to be money managers with their 
representatives available to discuss 
financial problems on the spot with 
existing or prospective borrowers. 


Other methods 


There were, of course, other methods 
of raising funds which had no connection 
with finance houses, continued Mr 
Gillett. These included increasing a 
company's capital, the issuing of deben- 
tures, loans from directors or other 
individuals, and bank overdrafts. Trading 
companies which carried their own hire- 
purchase and credit sales advance systems 
had the benefit, however, of the support 
of finance houses through the oppor- 
tunity of block discounting whole batches 
of agreements. This has led to further 
financial facilities such as property 
development and stage payments, besides 
credit factoring and sales ledger manage- 
ment. 

Leasing, said Mr Gillett, unlike mar- 
riage, where man and wife “had got it, 
had to keep it and pay for it, whether it 
lasted or not', enabled someone merely 
to rent an article and have use of it at 
the same time. He stressed that this was 


not to be confused with straight rental or 
short hiring; leasing was for an ap- 
preciable length of time and the residual 
benefits in the asset concerned was 
usually passed to the lessee on maturity 
of the agreement. 

The general concept of finance houses 
and banks has become somewhat blurred 
and the next speaker felt it necessary to 
give some definitions. It was advisable, 
said Mr H. D. Oliver, of United 
Dominion 'Trust, to consider for his 
purposes that the term 'finance house 
should be understood as meaning the 
larger members of the Finance Houses 
Association. To put this into perspective, 
32 members of the Association col- 
lectively handled roughly 9o per cent of 
the total outstanding instalment credit 
attributed to finance houses in the 
statistics published by the Department 
for Trade and Industry; nine-tenths of 
that go per cent being accounted for by 
the eight largest members of the As- 
sociation, four of whom were wholly- 
owned subsidiaries of banks. 


New credit environment 


As for the term ‘bank’, this to Mr 
Oliver meant, not merchant banks, 
investment banks or banks operating by 
virtue of this or that Act of Parliament, 
but quite simply the clearing banks. In 
looking to the future, however, we were 
inevitably conditioned by what happened 
in the more immediate past. Although 
the new. credit environment might be 
thought to have started in 1971 with the 
Bank of England directive on Com- 
petition and credit control, in fact the 
move of the finance houses into the bank- 
ing area began a considerable while 
before that when some of the banks 
offered personal loan schemes on instal- 
ment terms in 1958; up to that time the 
banks had shown little interest in con- 
sumer credit. 

The finance houses, Mr Oliver con- 
tinued, noted the banks' competitive 
advantage in being able to offer personal 
loan schemes with income tax relief on 
the interest, and so, by 1964, all the 
larger finance houses had introduced 
schemes under which their customers 
enjoyed tax relief on hire-purchase 
transactions. Some of these schemes 
involved the participation of a co- 


operating bank, and this provided the 
first real incentive for finance houses to 
seek exemption from the Moneylenders 
Acts. 

The process was accelerated by the 
Hire Purchase Act of 1964 which brought 
the majority of instalment credit trans- 
actions for goods within its protection, 
and significantly reduced the value to 
the finance houses of having a security 
interest in the goods which it was 
financing. Indeed, when the Act came 
into force on January 1st, 1965, a number 
of the leading finance houses switched 
to handling their business on credit-sale 
terms — that is, unsecured credit. 

Once that point was reached, went on 
Mr Oliver, it was but a short step to 
finance houses making personal loans; 
but this could only be done to satisfy 
the Moneylenders' Acts, by substantiating 
the claim that many were making by that 
time, of ‘carrying on the business of 
banking'. It was in the area of domestic 
banking and consumer credit that the 
finance houses were facing — and meeting 
— the challenge of the commercial banks. 
There was an enormous demand for, 
and an increasing awareness of, a vast 
range of personal financial services in a 
market which had become something of 
a free for all’. No longer was banking 
only for the banks, insurance for the 
insurance companies, or investment for 
the stockbrokers. 


Marble and mahogany 


Out of an adult population of some 
40 million, 24 million did not bank with 
the clearing banks, and there was no real 
indication that those banks were making 
inroads into that number. People still 
regarded banks as ‘all marble and 
mahogany’ where the business of “Mr 
Everyman' was not wanted. One of the 
most publicized developments in this 
field had been the opening of so-called 
money shops or money centres, first by 
National City Trust, then by Western 
Credit, and UDT, and now Forward 
Trust. Suffice it to say, said Mr Oliver, 
that this was one of the more obvious 
ways in which a trend away from point-of- 
sale finance through an intermediary, 
the dealer, to a direct relationship with 
the customers was beginning to show 
itself. 
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and Investigations 


by R. S. WALDRON, F.C.A., F.C.C.A., C.P.A., A.T.L.I., A.M.B.I.M. 


In their approach to auditing and investigations, students tend to 
regard the subject, particularly in examinations, as too easy because 
they are often so familiar with its basic needs. They thus fall into the 
trap of overlooking the very real problems involved. 


B aw way of looking at the subject 
is to regard each audit situation as 
an investigation and each investigation 
as an audit of sorts. Thus, the Internal 
Control Questionnaire becomes a basic 
requirement for both. 'The work in both 
cases involves a knowledge and under- 
standing of the business — its aims and 
the way it works. 

Behind every set of accounts and 
behind every set of books there is a real 
world of people with their hopes and 
fears, their ambitions, successes and 
failures, each with his own problems, his 
own family, his own life. The auditor 
is concerned to see that the truth of 
such of these widely varied factors that 
affect the business results is truly and 
fairly revealed in a published set of 
accounts. 

The investigating accountant needs 
to travel much of the same road to report 
on the truth and fairness of a situation. 
Where perhaps the two have grown 
even closer over the years is in the 
‘balance sheet audit’ approach, which is 
so suitable to the investigation, whether 
for purchase or sale of a business, valua- 
tion for share transfers in private com- 
panies or for prospectus work. 


Not a negative report 


However, the report of the investigating 
accountant is a positive report whereas, 
under the Companies Acts in the British 
Isles, the audit report is generally short- 
form and somewhat negative in that it 
refers to shortcomings if they exist, but 
does not refer in detail to the audit method 
or approach. 

The report of the investigating ac- 
countant is fully positive in that it is 
detailed and refers to the instructions 
received, the method of approach, the 
work carried out, the documents relied 
upon, the results of the investigation in 





The first article in this series entitled “Reliance 
on the Internal Audit’ appeared in ‘Round- 
about’ in the issue of April roth. 


terms of figures and (often) a positive 
recommendation to the client. 

Indeed, it is very important for this 
purpose to have a set form of report. 
This can be adapted for investigations 
in a number of different circumstances 
and purposes, and can be summarized 
as follows: 

(1) Introduction — including note of 
instructions received, matters relied 
upon and work carried out. 

(2) Nature and history of business. 

(3) Organization and structure, includ- 
ing duties of personnel, salaries and 
pensions. 

(4) Results of operations, including 
exceptional items calling for special 
comment. 

(5) Financial position, showing details 
of major assets and liabilities. 

(6) Conclusions. 





Mr Robin Waldron, the author of this second 
article in the series by authoritative writers in 
the field of education, is a partner in the 
London offices of Hill, Vellacott, and Annan, 
Impey, Morrish & Partners. He is well- 
known as a lecturer both to the London 
Chartered Accountant Students' Society and 
to students of The Association of Certified 
Accountants, particularly at the  latter's 
Oxford residential school. He is also a 
lecturer at the residential courses of the 
London and District Society of Chartered 
Accountants and the South Eastern Society 
of Chartered Accountants. 
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Necessary factors 


In the case of investigations for valuation, 
for purchase or sale, or for public 
flotation, the factors to be taken into 
consideration include availability of 
labour, ages of staff, transportation 
facilities and the dependence on one 
supplier or customer as shown by an 
analysis of annual purchases and sales 
or the credit being taken by one customer 
or given by one supplier, shown by a 
breakdown of debtors and creditors on a 
month-end basis, assists. Also, the level 
of bank borrowing may not be readily 
seen from the annual accounts which 
may well be unrepresentative of the 
average situation through the year. 


Ratios 


One technique, which is equally useful 
to detect the unusual, is the use of ratios. 
We are all familiar with the use of 'gross 
profit percentage on sales’ as a measure 
for comparison of year with year. 

Other ratios which may be employed 
are: outstanding creditors to purchases 
of last three months; outstanding debtors 
to sales of last three months (to see true 
relationship to their basis); current 
liabilities to current assets; current 
liabilities to current liquid assets (to see 
true liquidity and solvency); equity 
ratio (i.e., ratio of ordinary shareholders’ 
interests to total capitalization including 
loans); stock values (average over year) 
to turnover. Some of these are easier to 
obtain than others but they have their 
place in auditing as well as investigation 
work. 


Knowledge of the business 
essential 


Investigations into cases of fraud, back- 
duty or management systems rely also 
on the use and interpretation of ratios. 
The advantage here is starting with some 
idea of the scope of the intended work, 
though this is not always so. In any case, 
a thorough knowledge of the business 
undertaken is essential, and the account- 
ant can find much to assist him in 
looking at any industry by going to 
trade associations, chambers of commerce 
and the Registrar of Companies (whose 
files contain copies of the accounts of 
companies in the same field) for back- 
ground on the nature, methods and 
achievements of these industries. One 
should not ignore for this purpose the 
Centre for Interfirm Comparison. 

The accountant as auditor or investi- 
gator needs to be interested in his subject 
and to have an inquiring nature, but he 
also needs the balance of a sense of per- 
spective in evaluating his material and 
achieving by tact and understanding a 
true and fair result. 












Aay 17th, 1973 


D (4 4 D uL A 3 
f * y DD ý "MA rh 
> 7 7 Nu . 
4 " e , e 


ACCOUNTANT 


Irish Students' Enterprise 


HAT for many years has been 

wanting on the certified accountant 
tudents' scene is evidence of a change of 
ittitude in communications. Through 
he introduction of the Irish Students’ 
Vezosletter, the Association's Dublin and 
Jistrict Student Society has taken a big 
tride forward in developing better 
'ommunications with members and in 
ncouraging greater involvement in the 
iffairs of the Society. 

If the attractive format and content of 
he first newsletter is maintained and 
zuilt on, students can surely no longer 
shrug off the Society’s activities. It must 
iso be recorded that the Dublin Char- 


ered Accountant Students’ Society is 


so impressed’ by the new venture that it 
s seriously considering also using it as 
ı medium of communication. 

Patrick Campbell, chairman of the 
Association's Dublin Society, writing in 
he newsletter, spells out just what the 
Society is doing and intends to do for its 
nembers, and stresses 'the most im- 
'ortant aim’ — the organization of courses 
elated to the examinations. 

Another contributor to the newsletter, 
atrick Plunkett, who obtained First 
ace in the paper on advanced account- 
incy in Part V of the June 1972 exams 
ind fourth place overall, resulting in 


his qualifying at the age of 21, sets out 
some interesting views on success in 
examinations. It is vital, he states, for 
students to familiarize themselves with 
the precise areas of their exams and to 
develop a sound exam technique *which 
allows one to present one's case to best 
advantage stating only what is necessary 
in a readable and logical fashion’. 

The Society, say the newsletter, is 
setting up an employment register, the 
success of which will be much dependent 
upon employers using the register for 
recruitment. With a circulation among 
1,000 students and nearly 500 qualified 
members, the newsletter will not only 
provide an inexpensive method of ad- 
vertising but should create a greater 
awareness of students among employers. 

Articles, news, notes and other con- 
tributions relating to the Association 
student scene in Ireland, should be 
addressed to Joseph Neagle, 14 New- 
grove Avenue, Sandymouth, Dublin 4. 
Telephone 692478. 

‘Roundabout’ will be supplementing 
the Society's newsletter with notes of 
interest from time to time, and we 
congratulate the Society on its initiative 
and express the hope that other 
students” societies will become equally 
enterprising. 


Birmingham and ACASS 


JURING the past year, the Birmingham 
¿ASS did not contribute as much as 
night reasonably be expected from 'the 
econd largest’ student society in the 
‘ountry, writes Michael Fallows in his 
egular column in the latest edition of the 
society”s magazine, Articles. 

After making the point that Terry 
Nebb, the new President of ACASS, is a 
"ast treasurer of the Birmingham Society, 
Michael Fallows sounds a note of 
varning by stating that the efforts of 
XCASS to improve the working con- 
litions of articled clerks, particularly in 
he light of the proposed levy increases, 
vill be carefully monitored in Birming- 
1am. The new levy will, he says, place a 
'reater financial burden on student 
ocieties who can ill afford it. 

The magazine's leading article, re- 
yorting on the March ACASS Council 


('Roundabout', March 29th), states that 
if ACASS is to remain important to 
students, the new Executive will have to 
put in an immense amount of work 
during the current year to justify their 
position. The Birmingham delegates to 
the Council, says the leader, felt that 
rather than appoint a member to the 
ACASS Executive, their time would be 
better spent developing their own Society 
without neglecting to put pressure on 
ACASS and the Institute to implement 
policies Birmingham students want. 

This attitude smacks of demanding 
benefits from other people's work with- 
out contributing anything, and Michael 
Fallows, who is the Society's secretary, 
tells ‘Roundabout’ that the leader writer's 
observations are misleading ‘as Birming- 
ham will definitely be co-opting a mem- 
ber to the ACASS Executive'. 


LIVERPOOL MEETINGS 


Tue next lecture meeting for members 
of the Liverpool Chartered Accountant 
Students' Association will be held on 
May 3oth, when the subject will be 
‘Share valuation and ratios’. A further 
meeting which should be of equal interest 
takes place on June 13th on “Process 
costing and cash flow”. 

Both lectures will be held at the 
Liverpool Polytechnic, commencing at 
6 p.m. 


LETTERS TO ROUNDABOUT 


Unifying the Profession 


Sir, — It is not my purpose to intrude 
upon the mutual recriminations of Messrs 
Nelson and Nicholson, or even to express 
an opinion upon the merits of either's 
case. I remark merely that Mr Nelson's 
concept of ‘a minority vote’ appears to be, 
at the least, subjective. 

The definitive resolution put to members 
of The Institute of Chartered Accountants 
in England and Wales in 1970, requiring 
a two-thirds majority for its acceptance, 
failed by over 3,000 votes to obtain even a 
simple majority; and this was the result 
of a 64 per cent poll of the Institute's 
membership, as compared with a poll of 
some 43 per cent of Mr Nelson's Associ- 
ation. There is the further point that the 
Scottish Institute's vote was conditional 
upon acceptance of the scheme as affecting 
England and Wales, and should not 
therefore be regarded in the event as 
favourable. 

The attempt to affix Mr Nicholson with 
personal responsibility for failure of the 
1970 scheme is no less questionable, since 
the number of proxies given to Mr 
Nicholson and his supporters amounted 
to fewer than half of those who combined 
to defeat the resolution. | 

These facts, Sir, were quite clearly and 
fairly set out in your issue of August 20th, 
1970. They may not support Mr Nelson's 
present argument; but they are neverthe- 
less facts, and no useful or legitimate 
purpose can be served by seeking to 
ignore or to misrepresent them. 


Yours faithfully, 
ONLOOKER. 


Personal Professional 
Responsibility 


SIR, — Norman Bruckland is perfectly en- 
titled to criticise my ‘contentious style’ 
(‘Roundabout’, April 26th) but I feel that 
if he is to justify his claim that my previous 
letter lacked ‘effective argument’ then he 
himself must be a little more logical in his 
approach. 

I cannot share Mr Bruckland’s apparent 
belief that since certain individuals on 
Institute Committees are students, they 
are necessarily representative of student 
opinion. The only way to ensure that they 
are representative of students is to have 
them elected by students, mandatable by 
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students and answerable to students. As 
long as we continue with the present 
system of student representatives being 
chosen by the Institute Council then these 
representatives will be at best ineffective, 
lacking a proper mandate, and at worst 
merely stooges of the Institute. 

I do not agree that my criticism of 
Kenneth Sharp's comments at the Man- 
chester CASS dinner were unjustified. If 
Institute Council members persist in 
stumping the country, making speeches on 
their Annual Dinner Circuit critical of 
student leaders, then they cannot really 
complain if occasionally we lose patience 
with their juvenile antics and hit back. 

The latest example of this planned 
attack on student leaders was Kenneth 
Wright's ‘confrontation game’ speech at 
the CASSL Cambridge course reported 
in ‘Roundabout’ on April 26th. Mr Wright 
returns to the familiar theme that student 
leaders are not really representative — a 
theme which sounds all the stranger when 
propounded by people who refuse to allow 
students themselves to elect their repre- 
sentatives for Institute Committees. In 


Me acd bi TE Bg pu. 

Le " ! ao -t —*- tT e, i A ER LO 

Mil A e : ‘ia eee. ae io ar b ja 

te Wr. [^ i y E K PET "p DS Y UNA T4 

A Eh Cot MP ce Hor rw e ID RSS TAA 

UU TG S AEE RENE I n 
4 $ | z , 


j Aro Yi bs s icc P S£ rq Ne ra ' "A uox ; 
dad M ur M. TE n ^m 145 P n li re s eho Bene cS 
dm EP A Sek SL MA S MER. e P 

i ; y E EM e arie J ‘ 
La * "HE 1 a AA e * A al 


his release to the press on his speech, Mr 
Wright states, ‘. . . there are signs that 
some people would welcome a confronta- 
tion between the students, their principals 
and the Institute. I very much doubt 
whether in this objective they really have 
the support of their constituents'. This is, 
of course, absolutely true in so far as it 
refers to those members of the Institute 
Council who have been making emotional 
attacks on student societies and their 
officials. 

The only way any confrontation can 
develop within the profession between the 
Institute and students is if the Institute 
ignores the students' justifiable proposals 
for a decent education, training and 
standard of living, for a right to a say in 
the formulation of new policies on these 
subjects and for the right to manage their 
own affairs 


Yours faithfully, 


PAUL A. HENDRICK, 
Committee member, London CASS, 
and member of Executive, ACASS. 


London EC2. 





LONDON'S CONSULTANCY 
COURSE 


"IHE accountant in consultancy’ is the 
title of a one-day course which the 
London CASS are to hold on June 8th, 
at Winchester House, Old Broad Street, 
London. 

Commencing at 9.30 a.m., the course 
is designed for final students as well as 
those who have qualified who need an 
understanding of management  con- 
sultancy and wish to pursue it as a career. 
Organized by Touche Ross, lectures will 
be given on the type of assignments 
covered by consultants, managing a 
consultancy practice, and the conduct of 
a consulting engagement. In addition, 
there will be a practical case study when 
participants will work in syndicates. 

Buffet lunch will be included in the 
course fee of £6 and applications to 
attend should be sent to the secretary of 
the Society (enclosing the course fee) at 


43 London Wall, London EC2M 5TB. 


100,000 PAPERS 


THe USA has a reputation for doing 
things on a somewhat larger scale than 
the rest of the world. This is certainly 
borne out by the scale of entries for the 
uniform written examination of the 
American Institute of Certified Public 
Accountants. 

Statistics recently issued by the AICPA 
show that, in the November 1972 
examination, 30,129 candidates entered 
for a total of 108,913 papers — an increase 
of nearly 5 per cent over the 1971 total 
of 28,788 candidates and 104,480 papers. 

The AICPA also publishes an “Honor 


Roll’ of States whose candidates achieve 
pass percentages in all subjects 'at or 
greater than the national average'. States 
so distinguished in the 1972 examination 
were Arizona, California, Colorado, Con- 
necticut, Hawaii, Illinois, Iowa, Min- 
nesota, Missouri, Ohio, Virginia and 
Wisconsin. 


PORTSMOUTH'S PRESIDENT 


Mn BERNARD A. PARSONS, A.C.A., a 
partner in Barter, Durgan, of Ports- 
mouth, has been re-elected for a second 
year as President of the Portsmouth 
CASS. 

Mr Parsons commenced his articles in 
1961 with the Andover office of Wooton, 
Pattinson & Handley, later moving to the 
firm's Winchester office. He was ad- 
mitted to membership of the Institute 
in 1967 and joined his present firm the 
same year, becoming a partner in 1968. 
Mr Parsons is Chairman of the Ports- 
mouth Chartered Accountants’ Discus- 
sion Group. Among other officers elected 
for the ensuing year are: 


Vice-Chairman: Stephen A. Ainsworth. 

Secretary: Graham M. Burridge, B.sc. 
(soc. scr), c/o "Thornton Baker, 
Charter House, Lord Montgomery 
Way, Portsmouth. 

Assistant Secretary : Miss Sally A. Legge. 

Treasurer: David J. Chandler, B.sc. 


VALUING SHARES IN 
MANCHESTER 


MEMBERS of the Manchester CASS are 
sure to benefit from a one-day course on 
share valuation which will be conducted 
by tutors from the London School of 
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May 17th, 


Accountancy on June 4th, commencing 
at 9.30 a.m., at Pall Mall House, 20 
Church Street, Manchester. 

At the same venue and time on June 
13th, lecturers from the same establish- 
ment will be covering the Institute's 
recommendations with regard to stock 
and work in progress. 

The fee for each course is £2-50, which 
includes lunch and light refreshments. 
Applications should be sent, together 
with the fee, to Chartered Accountants' 
Hall, 46 Fountain Street, Manchester 
M2 2AD, or to Hugh Medley, 8 Devon- 
shire Park Road, Davenport Park, Stock- 
port, Cheshire SK2 6]W. 


ASSOCIATION'S JUNE 
EXAMINATIONS 


CANDIDATES taking Section III of The 
Association of Certified Accountants’ 
June exams should note that the taxation 
paper will contain no detailed questions 
on the unified system of personal taxa- 
tion. However, students will be expected 
to have familiarized themselves with the 
general provisions of the new tax. 


REVISION COURSE 


LONDON students of The Association of 
Certified Accountants due to take the 
June examinations would be well advised 
to attend a one-day ‘school’ at the 
Polytechnic of the South Bank which 
will deal with all sections of the exams. 

To be held at the Polytechnic on 
Saturday, June gth, commencing at 
9.30 a.m., the school will not only cover 
revision of the exam subjects, but will 
also provide useful advice on exam 
technique. 

It is important that employers res- 
ponsible for the supervision and training 
of students give them every encourage- 
ment to attend — for the benefit of both 
parties! The fee is £5, which includes 
lunch and light refreshments. Applica- 
tion forms are obtainable from Mr Charles 
Watson, F.C.C.A., J.DIP.M.A., F.C.1.S., Head 
of the Department of Accounting and 
Finance, Polytechnic of the South Bank, 
Francis Street, London SW1. 


GUILDFORD'S NEW OFFICERS 
AMONG the officers elected for 1973-74 


at the recent annual general meeting 
of the Guildford Branch of the South 
Eastern CASS were: 


Chairman: Les Marston. 

Secretary: Mrs Regina Parlett, c/o 
Mills Hawes Harper & Co, 99 High 
Street, Guildford. 

Treasurer: Paul Dickson. 

Education Secretary: Frank Howard. 

Sports Secretary: Graham King and 
Warwick Wratten. 

Social Secretary: Nick Burton. 
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and 
Notices 


PROFESSIONAL NOTICES 


Mr P. D. A. CHIDELL, F.C.A., who 
practises under the name of CHIDELL & 
CoMPANY, Chartered Accountants, at 64 
South Street, Chichester, Sussex, an- 
nounces that with effect from May rst, 
1973, he has taken into partnership Mr 
TREVOR ERNEST JAMES, A.C.A. The name 
of the firm remains unchanged. 


HUGHES ALLEN SooLE & Co, Char- 
tered Accountants, of Kingsway House, 
Kingsway, London WC2, and of Sicilian 
House, Sicilian Avenue, Southampton 
Row, London WC1, announce that Mr 
P. CREASY, A.C.A., who has been with the 
firm for a number of years, has been 
admitted to the partnership with effect 
from May rst, 1973. 


JosoLYNE LavroN-BENNETT & Co, 
Chartered Accountants, announce that 
they have formed a practice in Guernsey, 
the partners being Mr K. J. ROWE, F.C.A., 
Mr C. V. Rasey, F.C.A., Mr R. C. HENDRY, 
C.4., and Mr G. W. TYrwHITT-DRAKE, 
F.C.A. The firm is practising from 7 
Berthelot Street, St Peter Port, Guernsey. 


JosoLYNE LavroN-BENNETT & Co, 
Chartered Accountants, announce that 
they have formed a practice in Jersey, 
the partners being Mr G. LE ROSSIGNOL, 
F.C.A., Mr B. WRIXON, A.C.A., Mr N. 
CASSLETON ELLIOTT, F.C.A., and Mr J. P. 
DORNTON, F.C.A. The firm is practising 
from La Chasse Chambers, St Helier, 
Jersey. 

J. A. KINNEAR & Co, Chartered Ac- 
countants, of Dublin and Mullingar, 
and STRITCH SHEIL KINNEAR & CoO, 
Chartered Accountants, of Enniscorthy, 
announce the admission of Mr CYRIL S. 


FOR C.A. 
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MAYBURY, A.C.A., to their partnerships as 
from May rst, 1973. 

Menzies MIDDLETON HawkiNS & Co, 
Chartered Accountants, announce that 
Mr Gorpon HILLIER, F.C.A., has been 
admitted as a partner with effect from 
May 1st, 1973. They announce also that 
they have formed an association with 
HacLEY Knicut & Co, Chartered Ac- 
countants, whose address is now Royal 
London House, 22-25 Finsbury Square, 
London EC2A 1RX. The partners in that 
firm are Messrs G. L. W. HILLIER, F.C.A., 
W. G. PRITCHARD, F.C.A., F.C.LS., W, 
LEDGER, F.C.A., J. A. BRETT, F.C.A., and 
R. H. NEVILLE, F.C.A., A.T.1.1. Mr H. V. 
KNIGHT, M.B.E., F.C.A., will continue as a 
consultant to the firm. 

Rose, GLuck & Co, Chartered Ac- 
countants, announce that they have 
transferred their main offices to Uplands 
House, Blackhorse Lane, London E17 
sQW (telephone 01-531 3322) Their 
City offices at 14 Queen Victoria Street, 
London EC4N 4TA, are being retained 
but all communications should be made to 
Uplands House. 


APPOINTMENTS 


Mr K. D. Andrews, F.C.A., has been 
appointed financial director of Fielding 
& Platt, a member of the Redman Heenan 
International group of companies. 


o y 





Mr K. D. ndrews Mr B. Horton 





Mr Bryon Horton, F.C.A., previously 
group financial controller, Avon Rubber 
Co, has been appointed finance director. 

Mr Andreas C. Afxentiou, A.C.A., has 
been appointed finance director of George 
Payne & Co. He was previously financial 
controller. 

Mr Roger Gayton, A.C.A., chief ac- 
countant of Wilkins and Denton, a 
member of the GKN Group, has 
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become a director of the company. 


Mr G. W. John, F.C.A., has become 
deputy chief accountant of the South 
Wales Electricity Board in succession to 
Mr Alfred J. Roughan, A.I.M.T.A., who 
retires next month. 








Mr. G. W. John Mr G. Vose 

Mr Graham Vose, F.C.A., has been 
elected to the board of the Cheltenham 
and Gloucester Building Society and has 
been appointed financial director. Mr 
Vose joined the Society in 1959 as chief 
accountant and has been deputy general 
manager since 1970. 

Mr H. Lane, F.C.A., secretary of Cast- 
ings Ltd, has been appointed to the 
board. 

Mr Bernard McTernan, A.C.A., has 
been appointed financial director of 
Rosedale Industries. 


Mr J. Miles, F.C.A., A.C.M.A., has been 
appointed a director of H. C. Janes, 
parent company of the Janes Group. 


Mr J. H. Waddicor, F.C.A., has been 
appointed financial director and secretary 
of Hawker Siddeley Dynamics Engineer- 
ing. 

THAMES VALLEY 
SUMMER BALL 


Thames Valley Society of Chartered 
Accountants are rounding off their very 
successful 1972-73 programme with a 
summer ball at Phyllis Court Club, 
Henley-on-Thames, on June 1st. Mem- 
bers of the Society, their ladies, friends 
and clients are all welcome. 

Tickets, price £3:50 each, are available 
from Mr R. G. Caistor, A.C.A., Thornton 
Baker & Co, Prudential Chambers, 
Banbury, Oxon. Last year's event at- 
tracted a near-capacity attendance, so 
early booking is advisable; the closing 
date for applications will be Tuesday, 
May 22nd. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220.000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping. Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (witbout obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SWI9 4DS 
01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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ICA CAMBRIDGE SUMMER 
CONFERENCE 


The highlight of the English Institute's 
courses and conferences programme 
during the next few months is the 
Cambridge Summer Conference at 
Churchill College from September 26th 
to 28th. The theme of the conference is 
“Towards Better Communications”, and 
the opening address on “The Accountant 
as an Opinion Leader” is to be given by 
the Earl of Limerick, Parliamentary 
Under-Secretary of State for Trade, who 
is himself a chartered accountant. 

A balanced but varied range of topics 
within the overall theme will be pre- 
sented during the following two days, 
including “The organization of effective 
communication’ by Mr John Garnett, 
C.B.E., Director of the Industrial Society ; 
“Managing for growth' by Mr D. W. 
Forster, A.LE.F., chairman, Planning for 
Growth Limited; “Within multi-national 
companies’ by Mr F. E. Bleasdale, F.C.C.A. 
Esso Petroleum Ltd; "The annual re- 
port’ by Mr I. F. H. Davison, B.sc. 
(ECON.), F.C.A.; and “The Institute's role” 
by Mr K. J. Sharp, T.D., M.A., F.C.A., 
Vice-President of the Institute. 

This annual conference, which has 
developed a popular appeal among the 
Institute membership and is invariably 
over-subscribed, provides a congenial 
setting for professional debate. To meet 
the wishes of members, timings have been 
slightly changed this year, the conference 
opening after lunch on the Wednesday, 
and finishing with the conference dinner 
on the Friday evening. 


HALDANE ESSAY 
COMPETITION 


Entries are invited, from past or present 
employees of the public service within 
the British Commonwealth, for the 1973 
Haldane Essay Competition. Founded in 
1924, the aim of the competition is “to 
secure significant and original contri- 
butions to the study of the practice and 
the history of public administration”. 
Adjudicators for the 1973 competition 
will be Sir Alan Hume, c.B., Secretary 
of the Scottish Development Department, 
and Mr L. J. Sharpe, Fellow of Nuffield 
College, Oxford. The prize will be the 
Haldane Silver Medal and £75; further 
monetary awards may be made if the 
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adjudicators consider other contributions 
to be of sufficient merit. In the 1972 
competition, an award of £30 was made 
to Mr C. Holtham, of Berkshire County 
Treasurer's Department, for his paper 
on “Information systems in local govern- 
ment?. 

Rules of the competition and further 
details are available from the Director- 
General, Royal Institute of Public Ad- 
ministration, Hamilton House, Mabledon 
Place, London WCiH 9g9BD (01-388 
0211). Entries for the 1973 competition 
must be received not later than October 
31st. 


LIVERPOOL SOCIETY OF 
CHARTERED ACCOUNTANTS 


At a meeting of the Committee of The 
Liverpool Society of Chartered Account- 
ants held on May oth, Mr John 
Anthony Colvin, F.C.A., a partner in 





Deloitte & Co, of Liverpool, was elected 
President for 1973-74. 

Mr Colvin served his articles with 
J. W. Davidson, Cookson & Co, of 
Liverpool, and was admitted to member- 
ship of the Institute in 1951. From 1943 
to 1947 he served as a rst Lieutenant in the 
Royal Dragoons. He is a Past President 
of Liverpool Chartered Accountant 
Students’ Association and past hon. 
secretary of The Liverpool Society of 
Chartered Accountants. 

Outside the profession Mr Colvin is a 
governor of the Old Peoples Hostels 
Association, hon. treasurer of West 
Lancashire SSEAFA and Heswall and 
District Conservative Association, and 
hon. secretary of the Heswall Society. 

Among his hobbies Mr Colvin includes 
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fishing, squash and golf. He is married - 
with two sons. 

Other officers elected were: 
Vice-President: Mr K. A. Allan, F.C.A. 
Hon. Treasurer: Mr G. L. Clegg, F.c.A. 
Hon. Secretary: Mr F. D. M. Lowry, 

F.C.A., 5 Fenwick Street, Liverpool 2. 


SCOTTISH CAs’ 21st SUMMER 
SCHOOL 


The 21st summer school of The Institute 
of Chartered Accountants of Scotland 
is to be held at St Andrew’s University 
from June 15th to 19th. Among the 
subjects to be covered are ‘A company 
director’s view of accountants’; ‘Indus- 
trial relations - the accountant role’; 
“The practical approach to auditing in the 
seventies’; ‘EEC and the accountant — 
recent developments'. 

The speakers will include Mr Robin P. 
MacLellan, chairman, George MacLellan 
Holdings, and deputy chairman of the 
British. Airports Authority; Mr T. E. 
Watson, senior lecturer, School of In- 
dustrial and Business Studies, University 
of Warwick; Mr Ian M. Bowie, M.A., 
C.A., partner in Peat, Marwick, Mitchell 
& Co, London; Mr E. G. Bartholomew, 
M.A., C.A., partner in Whinney, Murray 
& Co, Paris; and Mr E. H. V. McDougall, 
Secretary of the Institute. 

The Court of St Andrew's University 
is to give a reception to mark the occasion 
of the 21st summer school on the evening 
of June 16th. 


JANE HODGE 
ACCOUNTANCY DINNERS 


Speakers at the first series of these 
dinners, financed by the University of 
Wales Institute of Science and Tech- 
nology, have included Professor David 
Solomons and Professor W. T. Baxter. 

The aim is to provide a forum where 
senior accountants, both practising and 
in industry, from South Wales can ex- 
change views with accountancy teachers 
from UWIST. An after-dinner talk by 
a leading authority is followed by a 
general discussion. 


CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


The annual general meeting of The 
Chartered Accountants’ Benevolent As- 
sociation will be held on June sth, at the 
conclusion of the annual meeting of the 
Institute. 
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The FS Present and Future Assurance Plan provides for— 
Present life assurance needs— Future increases as they are 
required without the need of further medical evidence. 
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Wearetheteachers! 


From September, 1973, Foulks Lynch are introducing a new programme 
of integrated courses to meet the new policy of the Institute of Chartered 
Accountants in England and Wales. These new courses are designed to give 
students the highest possible standards of tuition and in doing so, to substan- 
tially increase students’ chances of success in each stage of the Institute's 
examinations. These new courses will run concurrently with existing courses and 
are open for group or individual enrolment. 


Professional examinations 


Block-release and Pre-exam courses, Tutorials and Linked private study will be tailored to the 
Institute's examinations and the needs of individuals. A two-week Introcuctory Course for the 
tinal of Part 1 exam starts Mon. Ist October 1973. 


Linked courses with Colleges 


To enable students in widely scattered parts of the country to benefit from oral tuition linked 
with their private studies, Foulks Lynch work jointly with Polytechnics and Colleges of Further 
Education countrywide to ensure a programme of co-ordinated study and further enhance 


Private study 


Students working Foulks Lynch home study courses consistently achieve higher than averoge 
success rates in professional occountancy examinations. Courses can be planned to meet 


students' chances of success. 


individual requirements. 


Classes 

To bring the subject matter to life, classroom tuition covering all needs Of students whether or 
not they have been studying with Foulks Lynch privately are held in specially equipped class- 
rooms in Great Sutton Street, EC]. 

For Intermediate students sitting the September exam, a four-week intensive class commences 
Monday 13th August, with an additional one week devoted solely to book-keeping, beginning 
the Óth August. In addition there will be evening classes for Intermediate students held on four 
nights a week for the five-week period prior to the September exam. 





For full prospectus and details of all Foulks Lynch classes ond courses please apply to the 
Enrolment Officer, E.S. Moore Esq., quoting this reference, CSA/59. 


Foulks Lynch 


the accountancy tutors 


H Foulks Lynch & Co Ltd 
4 Chiswell Street, London EC1Y 4UR 
Telephone 01-606 0255 
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Imputation System Shocks 


HE imputation system of corporation tax has been with 

us since April 6th; indeed, its eclipse of the former 
classical system began more than a twelvemonth ago. 
Unlike some fiscal measures which are significant only 
to the initiated, the new arrangements have had powerful 
economic effects known to all. 

As companies studied the new provisions, it became 
apparent that significant tax savings could be effected first 
by shunting dividends forward into the straddling period 
and then by shunting them out at the other end. Marked 
distortions in the normal pattern of dividend distributions 
took place and, as the problems of the first phase are 
succeeded by those of the next transitional period, further 
distortions may become manifest. 

The ASSC reacted swiftly to the new legislation, and its 
discussion paper on accounting for corporation tax under 
the new system was published shortly after the Finance 
Act 1972 received the Royal Assent (The Accountant, 
September 28th, 1972). Eight months later the fruit of 
much thought and not a little contention appears in the 
form of ED12, reproduced on other pages. 

Even now that there is closer acquaintance with the 
content of the new law, the extent of the changes may 
bring a sense of shock. Thus we are reminded that any 
preference dividend right established before April 6th, 
1973, has been reduced to seven-tenths of its former gross 
rate. The point will be rubbed in by the proposal that 
preference shares formerly designated (gross) 10 per cent 
shares be re-designated 7 per cent. 

It is asserted in the draft that the tax credit carried by a 
dividend — not, in fact, available to every shareholder 
abroad — is a matter affecting the recipient rather than the 
company and its method of accounting for the dividend. 
Whatever percentage or per share dividend is declared, 
that is the amount which the company will pay to its 
members. Accordingly, the ASSC consider that neither 
the related advance corporation tax (ACT) nor the imputed 
tax credit should be treated as part of the cost of the 
dividend. | 


In the usual way, a significant part of the dividend pay- 
out will occur in the accounting period following that 
which generated the profits divisible. Related ACT is 
recoverable only against so much of the corporation tax 
bill for that following period as does not exceed 30 per cent 
of the business profits, due account being taken of other 
pay-outs in that period, or against corresponding amounts 
not already taken up in any of the company's accounting 
periods beginning in the two years preceding that following 
accounting period, but not earlier than April rst, 1973. 
When accounts are published, it may be reasonably certain 
and foreseeable that ACT is recoverable; but, if recourse 
is proposed to the more distant future (carry-forward 
being unlimited), then this can only be done if a deferred 
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taxation account of adequate size is in existence to provide 
the requisite cover. 

One fruit of the debate which preceded ED12 has been 
the alternative treatment available in respect of franked 
investment income. This may be brought in at the amount 
of cash received or inclusive of the tax credit. 

The debate on the Finance Bill in Standing Committee 
provoked some exchanges on the new-fledged substitution 
of the classical by the imputation system; the latter, it was 
suggested, is too Stock Exchange-orientated. It is, however, 
one of the United Kingdom's strong points that provision 
of business finance is influenced by the attitude of the 
whole spectrum of investors from whom that finance is 
derived, instead of being channelled through relatively few 
institutions, as is the case in important areas of the European 
Community. In this connection, the place of earnings per 
share as the preferred indicator of comparative performance 
has made it necessary to reconsider the calculation and 
presentation of this feature. 

The ‘net’ basis takes into account both direct elements 
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of tax and those indirect factors comprising irrecoverable 
ACT and overseas tax unrelieved because dividend pay- 
ments restrict the double tax credit available. The latter are 
excluded on the 'nil' basis, which ignores the additional 
burden that distributions represent for many companies, 
especially those with overseas interests. Although the ‘nil’ 
basis offers a more uniform standard of comparability, 
the results shown by the 'net' basis reflect the realities of 
the company's position inclusive of the dividend policy 
actually pursued by the directors. By making the ‘net’ basis 
the standard, ED12 offers a yardstick; but disclosure of 
earnings per share on the 'nil' basis is recommended in 
addition where appropriate. 

While ED12 is likely to command support, we feel that 
there may be opposition to the principle that outgoing 
dividends should not include either the related ACT or the 
attributable tax credit. Is not the truth that the Government 
are distributing tax credits to shareholders at the cost of 
those corporate bodies bearing a higher rate of corporation 
tax on retained earnings? 


Troubles Never Come Singly 


Ej ECOPMENTS at Lonrho have been given a new 

twist by the decision of Sir Geoffrey Howe, Minister 
for Trade and Consumer Affairs, to appoint inspectors to 
inquire into the company's affairs. Section 165 (b) of the 
Companies Act 1948, it will be remembered, empowers the 
DTI to order such an inspection where circumstances 
suggest that the business is being conducted for a fraudu- 
lent or unlawful purpose or in a manner oppressive of any 


_ part of its members; or that persons concerned in its 


management have been guilty of fraud, misfeasance or 
misconduct; or that members have not been given infor- 
mation which they might reasonably expect. 

A statement distributed to Lonrho shareholders on 
behalf of Mr Rowland last week lays considerable stress 
on the size of his personal interest in the company — which 
undoubtedly, in terms of both shareholding and interest 
in profits, greatly exceeds the total attributable to all of the 
eight other members of the board who have been seeking 
his dismissal from executive office. 

This, however, in the view of City commentators, misses 
the main point — namely, the proper functions of the non- 
executive director. Substantial public companies can no 
longer function as a one-man band; nor indeed, as we 
reported on this page last week, was the High Court at all 
influenced by the fact that Mr Rowland was 'fortuitously' 
in a position to convene an extraordinary general meeting 
of Lonrho. 

Mr Rowland's statement is an exercise in black and white, 
shading into grey only at the point where it seeks to excuse 


allegations of being overbearing and intolerant as “an occa- 
sional breach of good manners among colleagues’ when 
working under pressure. He has also invited criticism by 
distributing, at an earlier stage in the dispute, proxy cards 
alreadv bearing crosses in favour of his own resolutions — 
a device which, whatever its legality, must have appeared 
to many as a form of sharp practice. 

Further, this statement is remarkable in some respects 
for what it does not say. Thus, for instance, when Mr 
Rowland writes 'I obtained an injunction', he does not 
think it necessary to add that this was granted purely as an 
interim holding operation, without full deployment of 
the evidence on both sides; and that, two days before 
his statement was issued, the Court decided that to con- 
tinue the injunction would be an unjustified intrusion 
upon the bona fide discretion of a board of directors. 

One of the least satisfactory features of the Lonrho 
case has been the manoeuvring for political advantage along 
the sidelines. Lonrho has been represented as a unique 
phenomenon in the matter of directors' fringe benefits and 


in its use of tax havens. It has, in fact, been a well-known 


feature of the British tax scene for many years that, at the 
upper end of the scale, other incentives may prove more 
attractive than salary increases, and the Inland Revenue 
is by no means powerless in restraining abuses. 

With a new Companies Bill already promised, Lonrho 
has inspired political commentators to think in terms of 
disclosure, and yet more detailed disclosure, of directors” 
personal interests in the activities of their companies, and 
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o look more closely at the wider responsibilities of directors 
ind the collective responsibility of a board. These, indeed, 
re areas which the Government may well have had under 
eview already, in the light of the Pergamon and Pinnock 
'ases — which revolved, as has the Lonrho dispute, around 
he activities of a single dominant character. 

It must be recognized, however, that the emergence of a 
lominant character within a group is a natural phenomenon 
ot readily lending itself to legislative restraint; even if 
some further limitation were to be placed on the powers of 
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a sole director, it would not be impossible for such a 
personality to ‘pack’ a board with his own nominees. 

Lonrho may well have strengthened the case for appoint- 
ment of one or more non-executive directors to boards of 
companies above a certain size. It is important that such 
directors are not left, in the event, with a Pyrrhic choice 
between resorting to the Courts and tendering their own 
resignations, and MPs are likely to look for some teeth in 
this part of the Bill. 





International Study of 
Consolidated Accounts 


FfNONSOLIDATED financial state- 

ments, presenting the picture of 
the group as an economic entity, are 
now recognized as an essential element 
of good financial reporting, and indeed 
as a legal obligation, in the United 
Kingdom and the North American 
continent. 

Transatlantic regard for consoli- 
dated statements as the primary state- 
ments has been carried to the point 
that the consolidation is only rarely 
accompanied by individual statements 
of a parent or subsidiary company, so 
that persons with an interest or claim 
against individual companies are ob- 
liged to seek other sources of informa- 
tion. 

Filing of individual companies’ 
accounts is, however, obligatory in the 
UK, and also in Canada if the company 
concerned falls within the (very com- 
plex) requirements of the Canada 
Corporations Act. This is one of a 
number of features in Consolidated 
Financial Statements, the latest in the 
series of study papers published by the 
Accountants’ International Study 
Group, representing the three char- 
tered Institutes of the UK, the 
Canadian Institute of Chartered Ac- 
countants and the American Institute 
of Certifed Public Accountants. 

The development of consolidated 
accounts as an ingredient of good 
reporting practice in the UK was 
traced in an article by Sir ‘Thomas 
Robson, M.B.E., F.C.A., in The Account- 
ant for December 21st, 1972. Though 
the need for such consolidation was 


not admitted in the 1929 Companies 
Act, the AISG claims that the first 
consolidated financial statements were 
prepared in the USA as long ago as 
1892. 

Generally, though the legal require- 
ments and accounting practices of the 
jurisdictions represented in the AISG 
differ in detail, there is some measure 
of agreement over the circumstances 
which may justify omission of a parti- 
cular company from consolidation. 
UK law, in the terms of the Companies 
Act 1948, spells out six distinct cate- 
gories in which consolidation is or 
may be excused; though Canadian 
and American practice appears to be 
less closely defined at this point, the 
authorities indicate a similar outlook. 


An important exception to this general 
statement is the recommendation of 
the Canadian Institute's accounting 
and auditing research committee — the 
point not being covered by Canadian 
legislation — that differences in the 
nature of the parent and subsidiary 
companies” businesses are not in 
themselves a valid reason for exclusion 
of a company from consolidation. 
Other chapters in Consolidated Fin- 
ancial Statements — available in the 
UK from The Institute of Chartered 
Accountants in England and Wales, 
price {1°15 — deal with accounting for 
subsidiaries not consolidated, com- 
ponent company statements and inter- 
company eliminations. As with all 
AISG publications, the overriding 
aim is an enhanced international co- 
operation within the accounting 
profession, although the views ex- 
pressed in the booklet are those of 
individual members and not neces- 
sarily of the participating bodies. 





Irish Republic's Budget Problems 


T Irish Republican coalition 
Government's first Budget is 
unique in its unsystematic solutions to 
unprecedented problems, including 
inflationary pressures, the cost of 
living rising at nearly 10 per cent 
annually, increasing unemployment, 
and housewives angered by soaring 
food prices. At the same time, there 
have been complaints from responsible 
quarters, including the Irish Institute, 
of penal personal taxation, with maxi- 
mum earned income allowances of 
£500 for men and £74 for working 
wives; and surtax rates at 80 per cent 
on incomes over {9,000 were among 
the highest in Europe. 


While farmers were immune from 
income tax, irrespective of their 
acreages, and well-treated through 
grants and subsidies — thanks to their 
formidable lobbying powers — the 
absence of any capital gains tax was 
highlighted by lurid press reports of 
fortunes made in take-overs and 
mergers. 

Meanwhile, the Minister for 
Finance had his own problems. Pub- 
lished estimates disclosed all-time 
high figures, £735 million of income 
against £755 million expenditure, 
while the Government was committed 
not only to new social welfare im- 


provements of nearly £40 million, but | 
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also to removing VAT from food — 
an election chicken coming home to 
roost with a tag of £19 million. 

In the event, the Minister has nailed 
his hopes boldly to the mast. Greater 
productivity, a growth rate of at least 
4 to 6 per cent and strict price control 
must all help. Meanwhile, his first 
cause was succour for the needy. 
About 390,000 pensioners, widows, 
children, unemployed and deserted 
wives benefit from social insurance 
and assistance increased by up to 
£1150 weekly, with means tests eased 
and the qualifying age for the elderly 
dropped from 7o to 69. This will 
cost £69 million in a full year. 

Estate duty has been eased by 
exempting the first £7,500 of life 
insurance and pension rights; abate- 
ments for a widow and child are 
doubled to £4,000 and £2,000 res- 
pectively, with other minor changes. 
The 5:26 per cent VAT removed from 
food has been spread over other items, 
including alcohol, clothes, fuel, tele- 
vision and motor cars. 

The Minister went on to promise 
reform of 'the present anachronistic 
and administratively costly dual struc- 
ture of income tax and surtax' into a 
unifed system, and to deal strictly 
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with high-living tax evaders. Business 
entertainment expenses, he said, must 
meet the test of being “necessary”, as 
well as *wholly and exclusively', while 
company cars costing over /2,500 
and certain benefits in kind were to be 
brought into the tax net. 

The traditional ‘old reliables’ are to 
shoulder further burdens — another 
3p per packet on cigarettes, and 3p per 
glass on spirits and beer, road tax up 
IO per cent, and further post office 
charges. 


Should Professions 
Advertise ? 


py o Mero on advertising 
by accountants, barristers, solici- 
tors, and veterinary surgeons are to 
be referred to the Monopolies Com- 
mission. 'lhis was announced in 
Parliament last Thursday by Sir 
Geoffrey Howe, Q.C., M.P., Minister 
for Trade and Consumer Affairs, 
during the third reading debate on 
the Fair Trading Bill. The precise 
formulation of the reference, the 


Minister said, would be discussed 
with the professional organizations 
concerned; and such a reference 'in 
no way carries the presumption that 


countants recently presented a silver salver to Mr J. C. Montgomery Williams, 
F.C.A., of Swansea, to mark his retirement from the Council of the Institute, 


on which he has served since 1957. 


Mr Montgomery Williams (/eft) is receiving the salver from Mr H. B. Singer, 
T.D., F.C.A., of Bridgend, who (as reported in The Accountant for April 26th) 
was returned unopposed to fill the vacancy arising from Mr Williams's retirement. 


Also 


in the picture are the President, Secretary and Vice-President of the 


Society : Messrs K. B. Jefferies, F.C.A. (extreme left), H. N. Jones, B.A., F.C.A. 
(centre) and D. H. Andrews, B.A., F.C.A. (right). 


Bur. Yon RRF Pura Ete 
THE oe SS 
ACCOUNTANT 


May 24th, 1973 


the matters referred to are contrary 
to the public interest. 

By a vote of 120 to 92, the House 
of Commons agreed to restore 
Schedule 4 of the Bill, which was 
struck out in committee (The Ac- 
countant, April 19th) and which 
exempts a number of professions, 
including accountancy, from the pur- 
view of the proposed Director-General 
of Fair Trading. The principal Op- 
position speaker, Mr Alan Williams 
(Swansea West, Lab.), attacked the 
Government's decision to restore the 
schedule as 'capitulation to the pro- 
fessional lobby, with an absolute 
disregard for the consumers” interests. 
Dame Patricia Hornsby-Smith (Chisle- 
hurst, Con.) pointed out, on the other 
hand, that the professions had long 
had disciplinary systems of a kind 
which shopkeepers had not been 
required to accept. 


Major Merger 


WO firms of chartered accountants 

whose origins go back to the 
formative years of the profession — 
Deloitte & Co and Harmood Banner 
& Co - this week announced the 
impending merger of their UK prac- 
tices with effect from May rst, 1974. 
The amalgamated firm, with 24 offices 
in the UK, will practise as “Deloitte 
& Co', and will have a world-wide 
strength of 11,000, including approxi- 
mately 200 partners and 2,600 staff 
in the UK. A formal official notice 
appears on page 738 of this issue. 

Deloitte's was founded in London 
by W. W. Deloitte in 1845; Harmood 
Danner has an even longer history, 
having been established in 1805 in 
Liverpool. 'The present Harmood 
Banner connection also includes the 
former practices of Lewis and 
Mounsey, founded in Liverpool in 
1825, and Cash, Stone & Co — one of 
whose partners, William Cash, was, like 
Deloitte, a member of the English Insti- 
tute's foundation Council of May 1880. 

Deloitte's later absorbed (in 1918) 
the practice of Welton and Bond, in 
which William Quilter, President of 
the old Institute of Accountants in 
1870, and T. A. Welton, another 
foundation Council member of the 
present English Institute, had been 
partners. W. W. Deloitte was President 
of the Institute in 1888-89, T. A. 
Welton in 1891-92 and J. S. Harmood- 
Banner in 1904-05. 
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Speaking to The Accountant this 
veek, the present senior partner of 
Jarmood Banner & Co, Mr H. T. 
Nicholson, F.c.A., confirmed his in- 
ention of retiring from professional 
yractice on April 30th, 1974, to devote 
vis attention to his directorships; “he 
vas’, he said, ‘the last of the Harmood 
Janners'. Mr Nicholson, a member of 
he Institute since 1936, is the third 
reneration of his family to hold 
yartnerships in Harmood Banner, 
'epresenting an unbroken succession 
since 1878. 


ICA Examination 
Successes 


HOUGH accountancy remains at 

present a predominantly male 
profession, it cannot be denied that 
several of the ladies who have entered 
its ranks have shown quite outstanding 
ability. Following the successes of 
Miss Mary Hyland, Miss Sheila 
Masters and the two sisters, Margaret 
and Valerie Smart, among others, in 
recent examinations of the English and 
Scottish Institutes, we take particular 
pleasure in congratulating Mrs Judy 
Allison Charlton, of Southampton, 
on achieving First Place and the 
‘Stephens’ Prize in the English In- 
stitute’s March 1973 Intermediate 
examination. Mrs Charlton is articled 
to Mr C. W. Eades, F.c.A., of the firm 
of Weeks, Green & Co (see 'Student 
Roundabout', page 736). 

'The number of candidates present- 
ing themselves for the Institute's 
examinations continues to increase, 
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and the total of 2,932 entries (including 
171 previously-referred candidates) 
compares with 2,423 a year ago and 
2,811 in September 1972. ‘There 
were 1,303 successful candidates on 
this occasion, representing a pass 
rate of 44:44 per cent. 

A full list of the names of successful 
candidates is published as a supple- 
ment to this issue. 


London's Annual 
Meeting 


EMBERS of the London and 
District Society of Chartered 
Accountants have been offered several 
specific opportunities of assisting the 


Society's Committee. Moving the 
adoption of the annual report and 
accounts for 1972 at last week's annual 
meeting, the Chairman, Mr E. E. 
Ray, B.COM., F.C.A., called for more 
members to help as speakers or group 
leaders at conferences; for new views 
in the discussion of exposure drafts 
and other technical matters; for more 
support from the younger members, 
and from those in commerce and in- 
dustry; and in finding new office 
accommodation. The Society, Mr 
Ray said, was ‘bursting for new offices; 
if anybody has either 2,000 or 4,000 
square feet (depending on whether the 
Students” Society joins us) which is 
surplus to requirements for a few 





More Council Members Unseated 


ESULTS in the remaining dis- 

tricts - London and South Eastern 
— for this year's Council elections of 
The Institute of Chartered Account- 
ants in England and Wales were 
declared last Friday. A further casualty 
of the new procedure, following last 
week's unseating of Mr A. H. Walton 
in Manchester, was Mr Stanley 
Duncan, F.C.A., senior partner in the 
UK practice of Price Waterhouse & 
Co and a member of Council since 
1966. 

In South Eastern district, where 
five candidates were contesting two 
vacant seats, Mr W. R. McBrien, a 
sitting member, and Mr C. F. Horton, 
currently District Society President, 
were returned with 309 and 266 votes 
respectively. 








Mr B. D. Barton Mr L. H. Clark 








In London, with nine seats vacant’ 
Mr W. G. Medlam, F.c.A., also failed 
to secure re-election. The London 
results were: 


Votes 

Mr J. C. Bayley .. ES 2,373 
Mr E. E. Ray (new member) 2,323 
Mr S. R. Harding Fa 2,228 
Mr E. C. Meade 2,053 
Mr D. C. Urry 2,003 
Mr B. D. Barton 1,992 
Mr L. H. Clark 1,948 
Sir Henry Benson oss 1,946 
Mr N. Cassleton Elliott 

(new member) .. ha 1,822 


Not elected : Messrs John Courtis, S. M. 
Duncan, M. R. Frankel, R Crimble, 
W. G. Medlam and G. H. Vieler. 


It is evident that only a small 
proportion of members qualified to 
vote on this occasion did so; the 
London electorate was 
18,134 and that of 
South Eastern 3,452. 
'The 48 per cent poll 
already reported from 
Manchester was, in 
fact, the highest 
recorded in any con- 
stituency. 





Sir Henry Benson Mr N. C. Elliott 
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years, we'd be glad to hear about it’. 

Results of elections for membership 
of the Societys Committee were 
announced as follows: 

Members in practice: Miss Mary 
Yale, Messrs K. A. Sherwood, D. E. 
Cox and B. W. Waters. 

Members employed in the service of a 
practising accountant: Messrs W. I. D. 
Plaistowe and D. T. Phillips. 

Members not in either of the foregoing 
categories: Messrs H. G. Branchdale 
and C. M. Spencer. 


The Chairman gave a warm welcome 
to those newly-elected, coupled with 
the thought that “London will con- 
tinue to keep it warm for you'. 

Following the formal business of 
the annual meeting, a special meeting 
of the Society voted to adopt the 
report of the Basden Committee on 
future planning (The Accountant, Feb- 
ruary 8th). Changes made to the 
Society's rules involved the re-defini- 
tion of its geographical area, and 
modification of the procedure for 
elections to its committee. 


When Help is Needed 


UBSCRIPTION income of the 
Chartered Accountants' Benevolent 
Association increased by over /2,000 
in 1972 — due largely to the response 
to a special appeal by the then 
President at the English Institute's 
last annual meeting (The Accountant, 
May 11th, 1972). In all, 257 members 
responded to this appeal in the form 
of covenanted gifts, subscriptions or 
life donations. CABA's annual report, 
published last week, also expresses its 
thanks for bequests of £13,875 and 
donations totalling a further £3,209. 
During the year, relief totalling 
£43,217 was given in 198 cases, both 
these figures representing a small 
reduction from 1971. Included in the 
report on this occasion are extracts 
from letters received from  bene- 
ficiaries — as, for instance: “Perhaps 
you would please convey my sincere 
thanks to the committee for their 
generous help and for coming to our 
rescue once again in a crisis. My 
daughter and I cannot adequately 
express our appreciation of both the 
practical assistance and the sym- 
pathetic understanding we have 
received from the Association 
Fifteen places are now available 
to the Association in Crossways Trust 
homes — ten for the infirm and five 
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for the able-bodied. CABA is also 
able from time to time to assist re- 
tired members of the Institute, or 
their widows, in finding accommoda- 
tion through the Hanover Housing 
Association. Applicants for this facility 
must be able to show that they have 
not the means to obtain the accom- 
modation and care needed at normal 
commercial rates. 

Copies of the report are available 
on request from CABA, 56-66 Gos- 
well Road, London EC1M_  7AY. 
Despite the response to last year's 
appeal, membership of CABA on 
December 31st, 1972, totalled only 
4,933 — or rather less than 10 per cent 
of the Institute's membership at the 
same date. 


BAAA Members Seeking 
Further Integration 


ONSUMMATION of the amal- 

gamation of the Faculty of Audi- 
tors into the British Association of 
Accountants and Auditors (The Ac- 
countant, May 4th, 1972) has been 
followed, at the first general meeting 
of members of the combined body, 
by strong pressure for further talks 
with the Association of International 
Accountants “with a view to further 
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integration. Membership of the en- 
larged BAAA is now approximately 
2,000, and of the AIA between r,700 
and 1,800; both bodies also have a 
substantial registered student mem- 
bership. 

Discussions between representatives 
of both bodies have already taken 
place, during the abortive integration 
scheme of 1968-70, and may well be 
renewed. However, since 1970 the 
AIA has been pressing with renewed 
vigour its campaign for statutory 
recognition under section 161 (1) 
(a) of the Companies Act 1948, and 
may be expected to give this aspect 
priority in considering its future 
policies. 

A significant feature in any con- 
sideration by the DTI of the AIA's. 
claim to recognition must be the 
proportion of its membership ad- 
mitted without examination during the 
formative years. This is, of course, a 
declining class; by July 1972, 75 
per cent of the AIA membership 
had passed its own examinations, and 
the great majority of the remainder 
held existing individual authorizations 
under section 161 (1) (b) On the 
other hand, the Faculty of Auditors 
(now part of the enlarged BAAA) 
was never an examining body. 

With effect from June 1974, the 
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tified Accountants were 


recently entertained to dinner in the Cholmondeley Room at the House of Lords by their 
President, Mr T. O. W. Newman, F.C.C.A. ,F.C.I.S., under the sponsorship of the Rt Hon. Lord 
Diamond, F.C.A. (Seated, /eft). Also visible beyond Mr Newman (standing) are (/eft to right) 
Messrs S. Thomson, F.C.C.A., finance director, Ford Motor Company ; A. W. Nelson, F.C.C.A., 
F.T.l.l., immediate Past-President; F. E. Bleasdale, F.C.C.A., a member of Council; and 
Professor J. R. Small, B.Sc.(Econ.), F.C.C.A., Dean of the Faculty of Economics and Social 


Studies, Heriot-Watt University. 
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AIA’s professional examination will 
consist, in four parts, of. a total of 
16 papers each of three hours’ dura- 
tion. In addition to separate papers in 


- business administration, management. 


accounting and financial management, 
the revised syllabus includes a paper 
` ón ‘Professional practice’ — including 
investigations ; accounting systems and 
: standards; practice overseas, especially 
‘in Europe; and the administration of 
a practice. The objective of this paper 
is ‘to ensure that the student who 
aspires to public practice is equipped 
with the necessary knowledge to deal 
appropriately with the more usual 
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vide guidance on the conduct of a 


proteina practice’. 


Concern Over Tax 


Avoidance 


*OMMONS. reaction’ to taxation 

avoidance in the context of Lonrho 
has brought together some of the 
disparate elements opposing the Gov- 
ernment. Four Liberals, headed by 
Mr Emlyn Hooson (Montgomery), 
joined two Labour MPs in tabling a 
motion which éxpressed a deep sense 
of shock at some disclosures made in 


a ` = A ` L 
ic 3 7 a ut r 
L 
E ; Eat F - gu 


S E ar 
o, . 
. , - ` 
- = T . 
- 4 r ^ LET Li x e * 
e — is ' Ej 7 E Q 
- r + 
- e, + " i i 
LI $ = 
E i à = 
+ Eog -t 


-— 


Bend included Mr Dick Taverne ' 


(Lincoln, Democratic Lab). 


The motion calls on the Goverñ- . 
ment urgently to consider the tax 
avoidance methods employed, with a - 
view to -introducing the necessary . 
legislation or rules immediately, both 
to prevent such methods being used 
in the - future and to recover, if 
possible, tax which would have been 
due to the Treasury from those in- 
vólved. Another motion: from a group 
of Labour MPs calls on the Govern- : 
ment to introduce legislation to stop 
the use of the facilities of the Cayman 
Islands and other tax havens for the 
purpose of tax avoidance. 


. professional assignments, and to pro- 
o { 
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“Problem of Liquidity 


Y 


by An Industrious Accountant 


y d y 


found an ancient auditor the other dav; a shrewd 


mathematician who looked beyond the finances to the * 


' output data, one who could- stand as a prototype of the 
profession. ' 


He was Sextus Julius Frontinus, patrician, born in Rome - 


about A.D. 35, governor of Britain under the Emperor 
Vespasian. He was responsible for reconciling the warlike 
Silures of North Wales by his integrity and understanding — 


unlike his successors, such as Agricola, whose policy was: 


one of slaughter. | 

On his return home, he Ed as chief water commis- 
sioner of Rome under- Nerva and Trajan. In those days 
Rome's nine great aqueducts served fountains, baths, such 
public buildings as the giant Colosseum, and private 
. houses, and were maintained by some 700 repair men — 
plumbers, masons, bricklayers and metalworkers, as well 
as by countless slaves. Huge lead pipes big enough for men 
to énter ran under and over ground, and citizens applied 
and paid for Imperial grants to réceive fixed quotas of 


water. The pipes leaked notoriously, and water shortages . | 


were commonplace, 

Frontinus combined the stern rectitude of the traditional 
Roman with the methodical approach of the management 
accountant. He checked back the records and found that 
funny things happened on the way to the forum. Increased. 


water supplies at higher prices were somehow: bringing i in. 


revenue which decreased every year. 
ue Caesars probably didn’ t use iustas graphs, but 


the evidence in the Lonrho case. Later 





the commissioner got the message. ‘There were leaks — and 
leaks. 

So he did a giae check. He compared the input of water - 
from the aqueducts to the city reservoirs, the outflow from 
the reservoirs to the maze of pipes, and the water receipts 
paid for by the citizens. The first of the three was twice the 
third, so he looked for the wastage. 

Study of the cash flow, district by district, revealed the 
leaks. Along miles of pipelines Rome's resóürceful citizéns 
had made punctures whereby they siphoned off water to 
keep their gardens green. Co-operative repair crews had 
increased their incomes by running off furlongs of illicit 
pipes to the acres of the big landowners. They tapped the 
public fountains by night, double-charged the commis- 
sioners for shoddy work, and stole the lead reserves. 

Murmuring ‘morituri te salutant, Frontinus: took 
remedial action, The plumbers went to: the galleys. All 
pipes were stamped with the grantees’ numbers and 
quotas deliverable to them. Enormous lead stocks were 
recovered, and the water supply was doubled. ^ 

In A.D. 95 he wrote his audit report to the Emperor, 
describing. the thefts and the remedy. Its. title is De 
Aquis Urbis Romae and the QUEEN is in the archives of the 


city. 
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Accountants and the Community | 


by | RICHARD BAILEY 


HE European’ Commission is developing proposals 
as a basis for directives on the form and content of 
'. European corapany law. Five directives are in preparation, 
designed to implemert article 54 (3) (g) of the Rome 
Treaty. The first of these dealing with company law —. 
publication cf information — has already been promul- 
- gated and incorporated in the UK European Communities 
Act (The Accountant, February 17th, 1972). 

Of the other four directives, still in draft, the second 
. deals with share issues and maintenance of capital; the 
third with national mergers; the fourth with the form and 
content of annual accounts; and the fifth with the structure, 
organization and audit of companies. In addition, proposals 
for dealing with prospectuses, trans-national mergers and 
groups of companies exist in draft. Statutes for a European 
Company were published in draft form earlier in the year. 
The Commission is also working on proposals for the 
regulation of insurance as and an insolvency 
convention. . 

This formidable work programme will take some time 
to complete and implement, but it is probable that there 
will be a European system of company law in operation 
by the end of the 1970s. 

The differences between British law and the legal system 
of the Six are commented on by Mr J. P. Grenside, F.C.A., 
of Peat, Marwick, Mitchell & Co and a Vice-Chairman 
of the EEC Accountants’ Study Group, in.an article in 

the May issue of European Community. Accountants in 
- the UK are used to statute law, common law and the 

. doctrine of precedent; on the Continent, the rule is the 
civil code based on Roman Law. | 

The French and German commercial codes have a 
detailed prescriptive approach in tbe field of corporate 
regulation. European company law places considerable 


emphasis on the protection of creditors. In many cases, the 


`, preparation cf financial statements tends to be more 
influenced by taxation than by commercial considerations — 
because tax relief will only be available if the relevant 
' charge is reflected in the legal accounts. One complication 
to be found on the Continent is that some companies 
already have two-tier boards, ‘workers’ participation and 
' complex consortia arrangements. 

The draft directive dealing with the form and content of 


....^ - annual accounts was published last month (The Accountant, 


.April 12th). Its main points cover the need for financial 
` statements to give a true and fair view of the position, 
and the necessity of supplementing historic cost accounts 
with information adjusted to allow for price level changes. 
'This directive should go to the Council of Ministers later 
in the year and, if approved and issued in final form, will 


become binding in Britain and the other member. states. 


within the following two and a | half years. 


This directive confirms the need for the four mai 
accounting principles of ‘prudence’, ‘consistency’, “match 
ing end ‘going concern’. The draftsmen stressed th 
importance of recognizing the fact that accounting prin 
ciples are continually developing, and urged that machinery 
should be set up to improve the qualitative and quan- 
titative comparability of annual accounts and a progressive 
harmcnization of accounting principles. This might be 
done >y some sort of liaison group consisting of repre 
sentatives of the European Commission, national authorities 
financial, commercial and industrial interests: and rep- 
resentatives of the accountancy. bodies. The work o: 
harrnanizing procedures and practices will clearly require 
a grea: deal of detailed work spread over the mid 1970s. 


European Company Law 


FURTEER LIGHT was thrown on the subject of Commor 
Market company law at a conference sponsored by The 
Institute of Chartered Secretaries and Administrators ir 
Londen on May 2nd. Professor R. J. Pennington, of Bir- 
mingham University, suggested that by the spring o 
1976 a new Companies Act would be in force in the UK 
Existing companies would have until 1978 to conform 
but new ones would be subject to its terms immediately 
Private companies under English Law were likely to be 
excluded from the directive. Companies affected woulc 
each kave a supervisory board of shareholders and em- 
ployees with the right to ask for information from the 
executve board, which would have to provide this. The 
supervisory board could withhold assent to certain majoi 
board decisions. Liability for wrongful acts by director: 
would be dealt with according to continental law. 
Creditors who had not been paid, as well as shareholders 
would be'able to institute proceedings against the executive 
board. In Professor Pennington's view, the fact that Britair 
joined the Community after it had been in existence fo: 
15 years would make it more difficult to influence the 
drafting of Community laws and regulations in the directior 
of UK practice. | 


Company Bureau Set Up 


THE EUROPEAN COMMUNITY'S bureau for bringing com 
panies together began operations on May tst, follow 
ing th» Council of Ministers’ decision to allocaté thi 
necesszry finance. The ‘company marriage bureaw’ will bi 
administered and staffed by the Commission, but it wil 
work as an autonomous and decentralized service in orde 
to give every guarantee of independence and discretion ti 
those enterprises which request its help. 


. May 24th, 1973 T 
The bureau will be able to provide the following services 
to interested enterprises : 


(1) Information on national or Community regulations, 
whether legal, fiscal, financial or administrative, affecting 
co-operation and mergers between companies in different 
member states. The bureau will not become involved in 
the choice or method of co-operation, so as to avoid 
trespassing on the area of the professions specializing in 
advising businesses. 

(2) À means of contact 
operate and merge. 

First and foremost, the bureau plans to respond to the 
needs of small and medium-sized businesses, but this 
will not exclude any enterprises within the Community, 
whatever their size or activity, from using its service. 
Businesses can apply to the bureau concerning all forms of 
co-operation, whether at a structural level (from con- 
tractual co-operation to complete merger) or for a par- 
‘ticular sector (research, development production or 
marketing, for instance). | 

.'The bureau will not concern itself with isolated com- 
mercial transactions and will work in close contact with 
public, professional and eventually private organizations 
which are working in the field of co-operation between 
‘businesses. Its activities will be strictly disinterested; it 
will not play any part in selection nor make any appreciation 
on candidate companies. 

The service will be free and the bureau's staff will 
maintain complete secrecy, both as far as third parties 
and other Commission services are concerned. Companies 
which are interested in using the service can apply to 
the following -address: Bureau de Rapprochement des 
Entreprises, 15-17 Rue Archimede, 1040 Brussels, Belgium. 


for enterprises which wish to co- 


Regional Policy 


CONSIDERABLE INTEREST has surrounded the preparatton 
of the draft of the Community regional policy. At the 
Paris Summit last November, the Commission was asked 
to draw up a report on regional problems of the enlarged 
Community, and to make proposals for the establishment of 
a Regional Development Fund. Britain's Mr George 
"Thomson was the commissioner responsible for the report, 
‘which the Commission adoptéd on May sth. | 

The report shows that tlie high growth rate of the 
Community through the. 1960s was not evenly spread. 
The richest areas now enjoy an income per head about 
fve times that of the poorest, and a high level of un- 
employment has persisted as a normal feature of economic 
life in some areas. The basic cause of this imbalance, 
according to the report, is the absence of modern economic 
institutions, or overdependence on outworn activities. 
Agricultural communities on the periphery of the Com- 
. munity have been particularly susceptible to falling in- 
comes and declining employment. - 

Community regional policy cannot replace national 
policies; it must complement them. 'I'wo basic elements of 
regional policy will be subject to proposals to be made 
by the Commission in June: the Regional Development 
Fund and the Regional Development Committee. 

‘Direct grants and interest rebates on loans should be the 
, main elements-of financial contribution, though premiums 
for promoting creation of new jobs are also envisaged. 


ACCOUNTANT 


109 


Financial aid should go principally to industrial schemes, 
service activities and infrastructure projects which have a 
particular regional importance or are directly designed to 
stimulate production. o 
A management committee will assist the Commission 
in running the Fund. For efficiency, procedures must be 
flexible. Smaller projects qualifying for Community aid 
could be decided on in advance by member states in 
accordance with Community criteria, and under general 


. supervision. Larger projects should receive prior approval 


by the Commission after consultation with the management 
committee. l l 

In both cases, projects should tie iù with specific regional 
objectives or regional development programmes. Com- 
munity finance could progressively be granted not only 
to projects but to regional development programmes as a 
whole, which have Community approval. 

A Regional Development Committee would be created 
to examine and facilitate co-ordination of national regional 
policies and programmes and their link with the Regional 
Development Fund. 'The committee's tasks would be to: 

(a) consider regional problems and- policies of member 
states so permitting co-ordinated aims and concerted 
action; 

(b) study means available to the Community to reinforce the 
regional impact on its other financial actions in the light 
of overall regional objectives; | 

(c) consider regional development programmes drawn up 
by member states; 

: (d) compare systems of aids; 

(e) initiate better information of public and private investors 
on problems and policies of regional development; and ` 

(f) study national 'decongestion' measures with a view to 
coherent Community policy. = 


The report is not intended to cover the whole range of 


regional problems, nor to give final solutions, but is seen 
as a first step in a long process of policy-making. 


Farm Prices E 


THE AGRICULTURAL MINISTERS managed to conclude their 
protracted session on farm prices on the morning of 
May Day. s 

For the most part, official prices fixed in Luxembourg 
do not apply in full in the United Kingdom, which is 
adjusting its own official prices upwards over the five years 
of transition, reaching the full level by 1978. The effect 
of the increases in Britain 1s further mitigated by applying 
the ro per cent reduction on the transitional price steps 
which is allowed under the 'Treaty of Accession. 

Prices for cereals and other vegetable products are in 
general to be raised by 1 per cent for 1973-74, with the 
exception of rye (4-65 per cent), olive oil (2-20 per cent), 
fruit and vegetables (--7:5 per cent) and certain types of 
wine. As for livestock products, the target price for milk 
will increase by 5:5 per cent, the guide price for cattle by 
105 per cent and for calves by 7:5 per cent. The basic 
price for pigmeat will be 4 per cent higher. 

When all member states join in the common float of 
Community currencies (Ireland, Italy and the United 
Kingdom are not at present participating), the prices of 


cereals, sugar, oilseeds and pigmeat will go up by a further 
I per cent. 
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PROPOSED STATEMENT OF STANDARD ACCOUNTING PRACTICE 


The Treatment of Taxation under 
the Imputation System in the 
Accounts of Companies 


Including the Effect on Earnings per Share 


The imputation system of company taxation started in April 1973. The purpose 

of this statement is to establish a standard treatment of taxation in company l ; 
accounts, with particular reference to advance corporation tax and ‘mainstream’ I 
corporation tax, and, in the case of quoted companies, to amend the method 

of calculating earnings per share prescribed by SSAP 3 'Earnings per Share'. 

Further suggestions are included in appendices on matters such as the 

_ presentation of historical summaries and the calculation cf dividend cover. : E 

This statement has been prepared for use when the imputation system of 

corporation tax is fully implemented. It does not deal in detail with the 

problems arising in the transitional periods, which should be resolved in the 


light of the principles herein. 


For the purposes of discussing the imputation system the 
Government assumed € hypothetical rate of corporation 
tax of 50 per cent. The initial rate of advance corporation 
tax was fixed in the Finance Act 1972 at three-sevenths of 
„the amount of qualifying distributions which will corres- 
'pond to the basic rate of income tax of 30 per cent. The 
actual rate of corporation tax for the year to March 31st, 
1974, will not be fixed until the Finance Act 1974 ; mean- 
- while the rates set out bove have been used in this draft 
Statement of Standard Accounting Practice for the pur- 
poses of illustration. The small companies rate should be 
substituted where warranted by the circumstances. 


PART 1-EXPLANATORY NOTE 


"HE principal features of the imputation system of corpora- 
tion tax are broadly as zollows. Corporation tax is charged at 

a single rate on a company's income whether distributed or 
undistributed; in the absence of a dividend the whole of the 
tax 1s payable on the same dates as before. When in an account- 
ing period a'company makes a distribution to shareholders, it 
does not withhold income tax from the payment, but is required 
to' make an advance payment of corporation tax (‘ACT’). This 
ACT will normally be set off against the company's total liability 
for corporation tax on its income (but not on its chargeable gains) 


of the same accounting period. The resultant net liability is | 


known as the mainstream corporation tax. The charge for cor- 
poration tax therefore comprises the total of the mainstream 
corporation tax and the ACT. F rom the paying company's 
point of viev the concept of 'gross' dividends and the deduction 
of income tax at source therefrom has disappeared. However, 
an individual shareholder receiving the dividend is chargeable 


- 


to tax on an amount of income equivalent to the dividend plus 
the imputed tax credit. "This tax credit (generally equivalent to 
the ACT paid by the company) will discharge the basic rate 
liability to income tax of a United Kingdom resident or would 
in certain circumstances be recoverable. For corporate share- 
holders the concept of franked investment income continues. 


2. The ACT set off against the final corporation tax bill is 
effectively restricted to 30 per cent of the company's taxable 
income, Any ACT thereby unrelieved (1.c., ACT on a distribu- 
tion which together with the related ACT is in excess of 
taxable income) can be carried back for two years or forward 
without time limit (but cannot be set against corporation tax on 
income arising before April 1st, 1973). 

3. The main accounting problems arising from the imputation 
system are: - - 

(a) the treatment in the profit and loss account of outgoing 

dividends and related ACT; 

(b) determining the recoverability of ACT; 

(c) the treatment of irrecoverable ACT and of unrelieved over- 


sezs tax arising from the payment or proposed payment of 
dividends; y 


(d) che treatment in the balance sheet of taxation abilities: 
‘recoverable ACT and dividends. 
There is also a need to reconsider the calculation and presenta- 
tion of earnings per share and dividend cover. 


Dividends and the related ACT 


4. The first of the problems listed above, the treatment in the 
profit and loss account of outgoing dividends and related ACT, 
is concerned with whether ACT should be treated as part of the 
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cost of the dividend or "whether it should be treated as part of 
tax on.the company's profits. The right of a company to deduct , 


_income tax from dividends no longer applies. Whatever per- 


~ centage or per-share dividend ‘is declared, that is the amount 


“which the company will pay to its members. The fact that the’ 


dividend will carry a tax credit i is a.matter, affecting the recipient 


rather than the company’s method. of accounting for the: 


- dividend. Accordingly it is considered : appropriate that dividends 


should be shown in the profit and loss account at the àmount- 


paid or payable to the shareholders and neither the related ACT 
' nor the imputed tax credit should be treated as part of the cost 
of the dividend. It follows that the ACT would be. treated as 
part of the tax charge. 


Recoverability of ACT 


5: ACT is primarily recovered by being set off against the cor- 


poration tax on. the income of the year in which a related divi- 
` dend is paid. In the case of dividends paid during the year under 


review, the taxable income of that year and of the two previous - 


years will normally be available to absorb the relief. Where a 
proposed dividend is to be paid in the following year, then the 
related ACT falls to be set off against the corporation tax on the 
income of the year of payment of the proposed dividend and in 


. default of that, against the taxable income of the year ‘under : 


review or of the year previous to that. In both cases. ACT can be 
carried forward indefinitely if ‘necessary. In each year there is 
an | overriding restriction that corporation tax less ACT (known 


- as mainstream UK corporation tax) must not be reduced below 


,20 per cent of taxable income — assuming a 50 per cent tax rate. 


6. For accounting purposes it is necessary to decide. whether 
recovery of the ACT is reasonably certain and foreseeable, or 


whether it should be written off in the profit and loss account. 
„If the taxable income of the year. under review and amounts 
“available from the preceding year or:years áre insufficient to 
cover the ACT, then recoverability of ACT will depend on the 
extent to which income is earned in future periods in excess of 
dividends paid or on the existence of a deferred taxation account 
of adequate size (see paragraph 7): Although the relief remains 


. available indefinitely, it will be prudent to have regard only to 


the immediate and foreseeable future; how long this should be 


will depend upon the circumstances of each case, but it is sug- 
gested that it: should normally not dos beyond the next, 


accounting period. ` i 


+. Where a deferred taxation account is iis e 
“attitude to recoverability may be different. The balance.on the 
deferred taxation account usually represents an amount which 
will be released to profit and loss account over the life of related 
fixed assets. Unrelieved ACT' is available to offset against future 
taxable profits for an indefinite period. There is thus a similarity 
between unrelieved ACT and the balance on.the deferred taxa- 
tion account and it is therefore reasonable to regard unrelieved 


ACT as being available for deduction from the amount at which 


„deferred taxation account is.stated in the accounts. Only a 
proportion of the balance on the account (at present 30 per cent 
of the amount of expenditure ón which the credit balance of 
‘the account has been calculated) can be used for this purpose; 


this is the extent to which ACT can be set off against the cor- - 


- poration tax liability. It should be noted, however, that to the 
extent to which the deferred taxation account represents ‘de- 
ferred chargeable gains, it is not available for this purpose. . 


8. Thus, except where a deferred taxation account is main- 
tained and is sufficiently in credit, it is considered that cor- 
; poration tax on the estimated taxable profits of a period generally 


- not exceeding one year immediately following the period undet ` 


review may be regarded as being available to absorb.any ACT 
not otherwise relieved. The dividends estimated to be payable 
-~ during that next period should also be taken into consideration. . 


- 
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“Inpeouc cabe: ACT. T I e oo 


"9e Any ‘itrecoverable ACT (ie, ACT. the UR of. . 


which is not reasonably. certain and foreseeable) should be ; 
"written off in the profit and lóss account in which the related E 


‘dividend.is shown, .- *, ; 


ro. There are two differing. views on the presentation. in^ 
accounts of irrecoverable ACT written off. One view is that 


irrecoverable ACT should be treated as part.of the tax charge 


upon the company to be deducted in arriving at profits. after 
tax; the other that'the irrecoverable ACT, being a cost stemming 
from the payment of a dividend should be treated as an appro- 


priation like the dividend itself. Of the two methods the first is - 
'Supported'as the appropriate accounting treatment. because: 


unrelieved ACT constitutes tax upon the company. or group, 
as opposed to tax on the shareholders, and is not an appropria- 


tion of profits. It is appreciated, however, that some readers or: 
analysts of accounts may, wish for their purposes . to regard * 


irrecoverable ACT in some other manner. The amount of 
irrecoverable ACT should theréfore be separately disclosed if 
material and, for the same reason, it is recommended in para- 
graph 22 that where there is a material difference between 
earnings per share calculated on the net basis and on the nil 
distribution basis the latter also be shown. 


11.. The question remains whether irrecoverable ACT could 


in ED 7, [Accounting for extraordinary items”, The Accountant, 

July 6th, 1972]. The test laid down in that ‘document needs 
to be applied to each individüal case but it is unlikely that a cost 
arising from the payment of a normal dividend would be derived 
from ‘transactions outside the ordinary activities of the business’, 


` 


- 
. 


' appropriately be treated as an ‘extraordinary item’ as defined > ` 


and accordingly irrecoverable ACT .will normally constitute . 


part of the ordinary tax charge. 


^ 


Unrelieved overseas tax 


Jf 
12. If the rate of overseas tax on the overseas income of a UK 
company exceeds the rate of UK mainstream corporation tax 


€ 


taxable UK income less tax) then the ACT on the dividend - 
paid out óf:overseas income will not be available for thé purpose 
of calculating overseás tax credit. Thus, the payment of a divi- 
dend in thésé circumstances, may give rise to unrelieved tax 
(depending on the rate of overseas tax) but this unrelieved tax, 
unlike the ‘irrecoverable’ ACT discussed in earlier paragraphs, 


- is not available for carry forward. 


13. Following the same reasoning as applied in paragraph IO 


above to-.the accounting treatment of irrecoverable ACT; - 


unrelieved overseas tax which arises from an outgoing dividend 
should be treated-as part of the tax charge.to be deducted in 
arriving'at profits after tax. The. amount should be separately ' 
disclosed if material. 


Franked investment income 
14. The concept of franked investment income established under 


earlier tax systems is continued under the, imputation system. : 


Franked investment income now comprises the amount of a` 
qualifying «distribution received from another UK resident 
company with the addition of the related tax credit. The net 
amount can be redistributed to shareholders of the recipient 
company without payment of ACT and the related tax credit 


- remains attached from the viewpoint of the shareholder. 


15. There are various possible methods of dealing with ' 
franked i investment income in accounts, the two main poii 


H 
m . M ep `~ 


‘thereon, then part of the overseas ‘tax will be unrelieved: If `- 
. the company pays all or part of a dividend out of its overseas- 
. income (i.e., if it pays a dividend in excess of its, or its group's 





7 Yo - 


“ties “being (a) to brisa it into "fis profit. and loss account at T 


zo. E amount received or receivable (i.e., net of the tax credit) 


- 


i Me and (b) to bring it in at thé gross. amount including tax ‘credit. 


A e, to gross it up at 30 per cent at present rates): with the. 


amount of the tax credit also being included in the tax. charge 
“in the account. Each of thesé methods has its separate merits 


- 


Would be inappropriate to select one. for universal application’ 


v «^ to the exclusion of the ‘other, Disclosure should be made of the. 
ep method used. A : gos peru 


- 


. Balance sheet e cx m a 


E ; EB Mainstream corporation: tax. Apárt frost’ ACT. the dates’ of 


5, .. payments of corporation tax under the new system remain às 
> - before. Depending on the date to which a company makes áp 
b . . Ks accounts, the balance: sheet “will normally contain either ` 

- (a) one liability for mainstream corporation tax, “being that on 
: 17i: the profit of the yeat,-or (b) two liabilities. In the latter | cáse 
s.l they will be the mainstream corporation tax ón the profits. of 
a T ‘previous year payable within nine months of the balance 


sheet date, and mainstream corporation tax for the year under 


xS review payable twelve months later than the, above liability. 
- Unless they are included in current liabilities, these liabilities 
"Should be disclosed and the dates of payment shown. 


x. : 17. ACT. ACT on dividends paid and proposed will didi 
. have been paid by the balance sheet. date or will be a current 


` 
E 


" liability. If the ACT is treated as irrecóverable (see paragraphs. 


9 to 11) there is no corresponding asset to be dealt with in the 
: balance sheet, Where the ACT is regarded as recoverable then 
^i in the case of dividends paid by the balance sheet date the 
recoverable ACT: can normally be deducted from the- 'corpófa- 


_ tion tax liability based on the profit of the period, and (6) in the : 


case of proposed dividends. the recoverable ACT can generally 
-be deducted from the deferred tax account (where there is no 
deferred tax account it would be q to show the. amount 
“as a defetred asset). © ^^ 


x50, ^ 18. Preference shares: Any dividend right. established: "before. 
*os April 6th, 1973, at a gross rate or a gross amount has now been: 
* . ; reduced under the new tax system to seven-tenths of its former 
A .. Yate or amount (Finance Act 1972, Schedule 23, paragraph 18). 


. Steps should therefore be. taken to- distinguishi, for example 


Ce which the dividend is now 7 per cent, from such a preference 
3 '* share issued after that date. A change in the basic rate of income., 
“rs.” tax.and a corresponding changé in the rate of ACT would not - 
` affect this 'once-for-all ‘netting down’. Thus a’ former Io per. . 

^. > cent preference share may in the future yield, with. related tax 
i - credit, either more or less than 10 per cent. The new rate of. 
-dividend on- preférence. shares (including participating pre-. 
1 ‘ference and preferred ordinary shares where the former rate of | 


“ist” porated in the description of the shares in the. balarice sheet; 
ee Rees s | 


.100,000-7 per cent (formerly ro 
.i^ - per cent gross) preference shares E 
qe of £1. ^ ` ^" . =. as es £100,000 ~ + 


Ea 


- Earnings per share | uL D AMARE 
: 1 - 19: The requirement that - quoted companies should disclose 
. earnings.per share in their accounts will involve close examina- 


a "tion-of.the charge for taxation to be deducted in arriving at 
3. earnings. This charge will always include some elements which 


werd include other elements which do vary according. to the amount, 


Uo. 


- 
a 


4 ...dividend forms part of the title); should therefore be incor-. 


^ Authorised. A Issued x 


"for differing kinds of ‘undertaking and it is concluded: that it : 


~ 


3^ * gre constant, in that they will not-vary with the proportion of the ` 
Es -distributed by way cf dividend; the charge may, however, - - 
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of met distributed di dich would be abacus if no distribu- 
tions were made. These components may be classified as follows: 


Constant 


: Corporation tax: on income. à : 
"Tax attributable to dividends scd." du ; = 
Overseas tax unrelieved because the rate of overseas tax exceeds_ 
. the tate of. UK corporation ‘tax. Um 


; ‘ 
- . ~~ 
à - 


Variable | ; f i 
- Trresoverable ACT. : Ex 7 
Ove-seas tax unrelieved (CN dividend payments restrict 
` the double tax.credit available, ag NS EC ge 


| 20. Two alternative methods of comitas earnings per share 
under the imputation system have been propounded. One would. 
take account of all the elements of the. taxation charge listed. 
«above, both. constant. and.. variable— this’. is called. the “net: 
basis”. The other would recognize’ ‘only the constant elements, 
- and because it. seeks to arrive at what the earnings would be if. 
the distributions were nil, it is called the ‘nil basis’. It can be” 
expected that. most companies, in normal circumstances, will: 
not incur either of the variable elements of taxation, so that for. 
them calculations on the net basis and the nil basis will produce. 
the same result; The companiés where the two methods are most 
likely to produce divergent figures are those which have income- 
taxed cverseas, a significant proportion of which is distributed. 


The advantage of the nil basis is that it produces ` a figure 
of Eu which is not dependent on the level of-distribution, ' 
and so provides an indicator of one company's performance 
more closely comparable with that of another. The argument , 
which :s preferred is that the net basis takes account of all the 
-relevant facts, including the additional tax liabilities inherent, 
in the dividend policy pursued by the company, for which the 
directos should no less be accountable to shareholders. It is 
considered, therefore, that quoted companies should report in’ 
their accounts earnings per share primarily on thé net basis. 


22. When the: company has irrecoverable ACT or unrelieved- 


Overseas tax arising. from the payment or proposed payment of 


dividends, the earnings per share on the nil distribution basis 
may -also be relevant. The disclosure requirements of the 
proposed Standard will enable, this earnings per.share on a nil 
basis tc be calculated, and where: there is a material difference’ 


A Í 6th, between earnings per : share calculated on the net basis and on the 
à {ća xo per cent preference share issued before April 6th, 1973, 91. nil dist-ibution basis it is.most DE that the latter also be 


Shown. . 


23: Ia the ‘calculation of earnings per share on 2h taxed 
unde: the imputation system, preference dividends should be: 
deducted at the amount declared and payable to the shareholders 

— instead of the E gross amount. she effect. of this i is set. 


out in Appendix s. 


. Appendices 
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- 24. Certain accounting considerations arising from the imputa- 


tion sys:ém of corporation tax are considered to. be supplement- 
ary to the main purpose of this statement. “These considerations 


have bezn dealt with. as follows: M Ha 


Lion; 000 Appendix 1 


4 


= »* 


- 


- Examples ‘of the taxation items to be disclosed. ~ g5 


Appendix 2 


~ 


-~ 


-— 


Earnings and dividends and other financial statistics in the 


historical pma, 


Appendix d 


? 


Earnings per duc Example. I (revised) from B nien of 


: 23rd, tom 


ze. 


‘Standard Accounting iS No. 3 [The Accountant, March 


t 
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- PART 2- DEFINITION. OF TERMS . 


. Recoverable ACT ^ - 
25. That amount of the ACT paid or payable on outgoing divi- 
dends paid and proposed which can be: l 
(a) set off against a corporation tax liability on the profits of the. m 
period under. review or of previous periods; - 


(b) expected to be recoverable taking into account expected 

^. profits and dividends — normally those of the next A as 
period only; or 

` (c) properly set off against a credit balance on | deferred tax 

^ “account, : 


r3 
W’ 
* o. 


f. 


~. 


irrecoverable ACT- 


“26. ACT paid or payable on outgoing dividends SIS and pro-. 
| posee d than ica ACT. 


Earnings per. share 


27.. The profit in pence attributable to each ius 'sharé, 

based'on the consolidated profit of the period after tax and after 

deducting minority. interests and preference dividends, : but 

beforé taking into account extraordinary items, divided by the. 

.. number of equity shares in issue and ranking ‘for PINE in 
respect of the period. - 


Net, has of calculating earnings per share . 


.28.' In determining eárnings per share on the net basis, the 
charge for taxation used in determining earnings. includes: 


? 


(a) any. irrecoverab le advance corporation tax (ACT); : 


b any unrelieved Overseas tax arising from ‘the payment or 
.; proposed payment of dividends. 


~ 


~ 


Nil distribution basis of calculating earnings. per Ps 
share | 


29. In determining c earnings per share on the nil basis, the charge 
: for-taxation used j in determining earnings excludes (2) and Ws 
above. ` 
‘Note: 
It is proposed that, after exposure, the definitions i in paragraphs 
_ 27,28and29 should beinserted in Statement of Standard Account- 
E ing Practice No; 3- "Earnings. per share". ` eS 


w 
E 





-. PART 3- PROPOSED STANDARD 
ACCOUNTING PRACTICE. 


-— 


^A 


. Profit and loss account 


` 30. The following items should be lacada in the taxation 
` charge in the profit and loss account, and where material Should - 
be separately disclosed: : 


(4) the amount of the. United Kingdom corporation. tax 

specifying: > 3 

' (i) the total corporation tax on the income of the year before - 
setting off any recoverable ACT (where such corporation . 
tax includes transfers between the. deferred taxation 
account and the profit and loss account these also should 
«bé separately disclosed where material);. 

(ii) tax attributable to fránked investment income (in the 
case of companies which gross up frariked investment 
income by the amoünt of the tax redit); E 

- Z (ii) irrecoverable ACT; 


(iv) the relief for overseas s taxation; 


a 


- 


(b) the total overseas taxation relieved and rain specify-. 


URecOUNTANE 


"34- 


available for this purpose. In the absence of a deferred taxation 
-account ACT. recoverable should be shown as a deférred dsset. `` 


. Bross rate. 


earnings per share should be shown on the face of the profit'and - 


i Limitation of application . 


. to companies resident i in the Republig of Ireland. 


. It is PONE that, iker exposure, patagraphs 37, 38 and 39 
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-ing “that ae of the’ aise overseas ‘taxation. which” 
arises from the payment or ‘proposed payment of dividends. 


31. If the rate of corporation tax is not kriown for the whole or. 
~ part of the period covered by thé accounts, the latest known rate : 
- should be used and. disclosed. (The rate. of corporation: tax for | 
the year to March 31st, 1974, should be assumed to be 50 per 


` -cent until the actual rate is announced in 1974- Ja 


32. Outgoing dividends should not include either the related ` 


ACT or the attributable tax credit. 


33: Incoming dividends from United Kingdom dens com- 
panies should be included either at the amount of cash received 


--or receivable or at that amount plus the táx Credit. The method - 


[4 


selected ir be disclosed. L 


4 


=- æ 


Balance sheet - | 
Dividends proposed (or declared and. not yet, Mans 
should be included in current liabilities, without the addition 
of the attributable ACT. The ACT on proposed dividends 
(whether recoverable or irrecoverable) should be included asa 
current tax liability. — i 
38; If the ACT. on proposed dividends is regarded as recover- ` 
able, it sliould be deducted from the deferred tax account if 


^ 


36. Where the title of a class of preference shares (or.partici- , 


- pating. or preferred ordinary shares) issued before April 6th, 


1973, includes a fixed rate of dividend, the riew rate of dividend: - 


should be incorporated in the description of the shares in the 


balance sheet, with, where S appropriate: a reference to the former |: 


- 
. - 


- 


‘Quoted ‘companies: - — earnings per share 
37. The following paragraphs apply to companies having a^ 


E t 


' quotation on a recognized Stock Exchange for any class of. 


equity, other than companies claiming exemption from dis- > 
closure. requirements under Part III of. Schedule 2 of the 
Companies Act 1967. > 


38. In the audited accounts of such Beate companies, the- < 


-— 00 


f 


loss account on the net basis both for the period under review 
and-for the corresponding previous period. (The desirability of | 
showing also the earnings.per share on the nil distribution basis 
where materially different from those on the net basis is ; ^ 
emphasized in paragraph 22.) . i 


39. In calculating earnings per iere based on seis: taxed. 2 


. under the imputation system, preference dividends.should be . 


boa 
Wo od 


deducted at the amount declared and payable to the shareholders. ' 


~ 


t » 
E 


40. This proposed. standard accouriting practice shall not — 


r 


Date from which effective 


41. The accounting practices set out in this Statement should. be 
adopted as soon'as possible and regarded as standard in respect 
of financial statements relating to accounting periods ae 
on or after pu Ist, 1974- 


Note: 


- 


y 
a 


^ ` 
E 
+ 


- 


should be substituted for paragraphs 9 and ro in Statement of 
¿Standard Accouriting Práctice No. 3 — To per share’. 


1 


> 
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' APPENDIX 1. 


"This appendix i is for general du and does not form par 


+ 
" . 
rn o. +. y t 

ae E 2 - 
-€- o aw . 


. * of the proposed standard accounting practice. 
This example indicates one method of showing (by. way of v 


the taxation items required to be disclosed under the Companies 


Act 1967 and Part 3 of this proposed standard, It is unlikely that- 


all the features of this format would be found to apply within a 
single company and in simple ‘cases taxation may be dealt with 
entirely within the profit and es account, — 


£2000 | 
Corporation tax on income at x per cent (including i 
£b transferred to/from deferred taxation account) a 
Tax attributable to UK dividends received TO LESS 
Advance corporation tax not considered to be. . / 
- recoverable (or previously written off, now ré- "E 
coverable) . en , ; d : 
ANE | : e 
Less Relief for overseas taxation . .: x cu 
"E T 
Overseas taxation > hy -i 
EA I | e Ec "p s 
Taxation unrelieved because of the: payment of. | 
dividends! .. ES . sak 
"Taxation not so arising _ B 
| J 


Gompas the -total .of irrecoverable ACT (d ues) and 
£m’ooo) unrelieved overseas tax arising from the payment or 
pu payment of cividends (part of h above)... — . 


"V 


APPENDIX 2 
“This appendix is for general guidance and does not form part 


- 


of the proposed standard ME Prset s applies mamiy i 
; to quoted aaa s l 


- Earnings, dividends and other financial | 
statistics in the historical summary ~~ 2 


1. The change to the imputation system destroyed the com- 


` parability, as between one period and another, of many of the” 


figures in the historical records. For example, earnings were 
- -formerly available to cover gross dividends before deduction of 
income tax, but under the imputation system they are now 
available to cover the actual cash dividends payable to the 
preference or equity "shareholders. 


. 2. In general, it is likely to be either impractical or as 


factory to attempt to adjust profits earned under one system of 
taxation to ancther tax system. Furthermore, if a company 
had been taxed differently, it might have taken different finan- 


, cial decisions. Most of the items in the historical summary 


«should therefore be left as originally published.. 


3. Figures süch as earnings and dividends based on the old. | 


System of taxation should, however, be carefully distinguished 
from those based on the new system. It may be helpful to 
_ describe dividends paid under the old system of taxation as 
‘gross dividends’ to distinguish ' them- from dividends . p 
under the new. system. 


4- "T'he transitional period, which r may cover more, than one 


accounting year, presents particular problems. It would usually. - 
be preferable (where practicable) to: show an overlap with the : 


- figures calculated both ways for the straddling period or alter- 
natively to indicate in some other manner the points where 
-comparability has been destroyed "n a change i in the system of 


t 


ma 
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- taxation (i.e., T 5 and 1973). Figure relating to earlier — 


` can then be shown entirely on the old basis with subsequent 


figures being entirely on the new basis. 


5. To calculate the gross dividends for the straddling year (for 
the, purposes of historical summaries- only) any dividends 
relating to that year paid on or after. April 6th, 1973, may be 
increased by the amount of the appropriate tax credits and added 
to any dividends. paid before April 6th, 1973. To calculate the 
equivalent ‘new’ dividends from gross dividends, the gross 
. dividends may be reduced by 3o per ‘cent, 


- 


Dividend cover 


“6. Under-the imputation system ‘of taxation, dividend cover will 
. nórmally be found by dividing earnings by dividénds, but this 
simple relationship will not always apply, since the payment of 
additional dividends may involve the company in the payment 


-— of further taxation either in the United Kingdom. or overseas. 


It is the theoretical maximum dividend, after allowing for such 


.. additional taxation, which, may then be divided : ED the actual 


"dividend to eves the cover. L 


APPENDIX 3. ^: 7 | 
- This appendix is, for general guidance and does not form part 
of the proposed stándard accounting practice. ` : 


The following example takes into account the. ‘once du all 
reduction in the amount of a preference dividend and may be com- 
pared with example I set out in appendix x of the Statement of 
Standard Accounting Practice No..3 ~ ‘Earnings idi Share’ — 
issued in February 1972. 


Example 1 — Simple capital structure . 
A Capital Structure mE xt 


Issued share capital: 

£520,000 in 7 per cent (formerly 10 per cent) gross 

cumulative shares of £x 

£1,000,000 in ordinary shares of : 25P 
|. 4,000,000 shares. , 


> 














| Year ended 
B Trading Results December 31st 
SR de Year2.:. Year I 
Profit after tax ; ., £500,000 £409,091 
; - ¡et IAE 
Assumption 
No change in the issued share capital 
during the two Jun 
"€ Calculation of Earnings per Year 2 Year I 
. Share | E ^ £ 
Pront after tax des 500,000” . 409,091 
Less Preference dividend - ACT 45,000'5 35,000 
Earnings £465,000 £374,091 
- Number of ordinary shares. 3 4,000,000 4,000;00€ 
D Illustration of Presentation inthe - Year ended — 
PO and Loss Account December 31st 
TM Year 2 Year 1 
Earnings per ee share of 2 SP 2 941 
Note: Es 


- The calculation of net earnings per : share i is based on earnings o: 


£465,006 (Year 1 £374,091) and 4 million ordinary shares ir 
issue throughout the two' Y yenip ended December 31st; "Year 2. 
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FACTORIES, PLANT and Meer 


Henry. Butcher A Co. 


59/62 | HIGH HOLBORN, LONDON WCiV SEG 
Telephone 01-405 8411 





| NORTHERN OFFICE: 33 SALTAIRE ROAD; SHIPLEY, YORKS BD18 3HH 35 
ü dad Shipley (STD 0274) 57444 |... 7 | 





DESERVES A PEDESTAL ! 3.3 


d BOWCOURT ECONOMY PADS. 


OF 100 SHEETS. GREY RULED“ 
RULED 1 SIDE ONLY -> 8 CASH COLUMNS 





: "^ Pads. . ' Ref 1 12 .48 72 144 
E Ge at "11 11/16"x817 AD 36p | 32p 31p 30p 29p. 
. THE  . RULED 2 SIDES ONLY . © 16 CASH COLUMNS 


a y | 11 11/16" x 162^ BD 80p 74p 72p  70p . 68p 
. BOWCOURT ` gowcounr ECONOMY PAPER - 





PAD RULED, 1 SIDE ONLY - - 8 CASH COLUMNS’) 
. Loose ‘Paper . ' Ref. 1. , Ream ` . 5 Reams 
(211 11/16^x83^ — ' ALD ' £148 > atf138 

RULED 2 SIDES ONLY. .16 CASH COLUMNS 

11 11/16^x163" BLD ' £3145 . :atf£310 


. Punching úp to: 2 holes 3p per pad or 8p per ream extra. 


 BOWCOURT ECONOMY PAD -'BOWCOURT TRIAL BALANCE PADS 


. Use once and you ll use for . - . ` ` OF 50 SHEETS. GREY RULED 1 SIDE ONLY 
Fife. The ruling for Accountants. |. Ref TB 1@54p 6@49p 120 46p 48@42p 72@ 39p 
l e ' Prices plus VAT. Carriage free on orders over £15 


>, Direct from Manufacturer to you 


BOWEN & COURT LTD 


. 8-9 EAST HARDING STREET 
- LONDON EC4A 3AU Tel. 01-583 0854 | 
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A legacy for the Methodist Hone for A = 
. Aged is a means many generous people adopt. 
in expressing gratitude for their, own home | 
. and for security and péace-of mind. in | their 
^. oldage ^. | po gee 
- There are so many who are less fouai and vi 
"'' for lonely and anxious old people. the Metho- ` 
dist Homes for the Aged are a haven and-a :.. 
home. Our constantly: growing income from TM 
. legacies, more than any other factor, has en- ' 
abled us.to provide thirty Homes but. 
- unfortunately even these. will ‘accommodate. 
few. of the. huridreds of. deserving -. 


people. on the tragically long waiting ‘List. 


We have several excellent sites for new Homes =": = * “| 
which can only be developed wheri urgently "E 
needed capital is available. Will you please. . 
: bring this to the attention of clients who are ` 


making their will F 


-Methodist Homes | 
v for the Aged | 


General ee Rev. R. J. Connell,-B, A4 B.D. 
S i Central Buildings, Westminster, London SWI | 
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From Ist Fane Sardins will be at 


i : Jordan. House 
47. Brunswick Place London Nr EE. 


‘Our move will bone suos: 
¿benefits to you by greatly acne 
communications and expanded services, 
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g Company Forniations 
[ | Business Law Consultancy 
^ O General Law Agency - ane 2 
- [Legal & Business Publishibg s des 
. [Company Information: ¿e 
«q Company Legal Stationery MAE 
xn EEC m Services.. ES 


^relephoti as m 
(20 lines) Telex 2610xo Jordans By 


- 7 ' ` 


Every: year many. hide of accountants find the nit job 
ZUDEM me useful Service. : 2 eae 


RUN 


- FREE LISTS OF VACANCIES. 


will be oia: to you: or you can ‘call atour Information Centre 
and — without any form-filling - study. the classified registérs. - . 
Over 500 vacanciés in the U.K. and overseas offer ‘you thé. . 


widest. choice, Ring for relevant list! i Rl 


t 


Public Practice: T: Kelleher, 01-628 4550 
‘More than 300 Professional. firms utilize our services in 
engagement of all: grades of staff from’ Articled Clerks 
to Partners. Salaries: U.K. ~ up to £5,000; Overseas — - Up to: : 


ES . - Fr 


£10,000. zu 2 | , 


r ov 


Criar id Industry: R. Thornhill, 01-628 8860: 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7 aE X. 


r 


FE Staff: M. Farrer, 01-628. 0391. 


| Terms are better than i is usual for temporary assignments. 


RICHARD OWEN ASSOCIATES - 


Box 23, 47 Finsbury Court : 
- Finsbury Pavement, London EC2A 1HT 


Note: Week-ends and evenings answering service 01-628 8860 ; 
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"Inflation 
accounting 
could be the 
last straw in 
damaging the 
accountancy profession" s 
image if pursued. too far’ 


says SIR CHARLES HARDIE, C.B.E., F.C.A., 
Chairman of the British Printing Corporation 


MUST come clean immediately and say that I think it 
would be a serious mistake if the accountancy profession 
were to pursue the exposure draft on inflation accounting 
“to the point of pressing for compulsory adherence by 
“accountants involved with companies — let alone for in-. 
. corporation in the statutes or Stock Exchange regulations. 
We all, of course, loyally follow our Institute's bidding. 
But it must be said that the exposure drafts so far issued — 
quite apart, oh dear!, from the mysterious one: upon 
"deferred taxation which has just appeared (ED11, The 
. Accountant, May 3rd) — do tend to give the impression to 


. business men that, as a profession, we are sadly becoming `’ 


too.theoretical and dictatorial. ‘This no doubt stems from 
the influence of those within the professional committees, 
who are dealing in the main with much larger companies 
with sophisticated financial and accounting staff; but 
it must be realized that the vast majority of companies and, 
indeed, of professional firms are just not geared to many of 
the matters upon which pronouncements are. made. This 


is not meant in any way to.derogate from the helpful content ` 


of most of the exposure drafts in clarifying the simpler 
matters within companies' experiences. E 
Abstract notions T 

Economists, as a profession, are not yet universally- accepted 
- on account of the abstruse language and theoretical con- 
ceptions which - they frequently put forward. A prime 
example of this-is the daunting use of the DCF formula: 
It is difficult enough for accountants themselves to grasp 
this idea universally but, in businesses, there are very few 
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what it is all about. I find it necessary in practice, for 


presentation to profit-makers, to convert DCF calculations, 


into terms of the appropriate return on. capital employed; 
or payback period, and even these formulae cause con- 


fusion. Inflation accounting could be the last straw in 
damaging the paca profession’ S pue if pursued; 


too far. . 
Credit must be given to the ASSC for the Eni of ED8 


although some of its contents have provoked argument: 


which, in the final document, will no doubt be determined. 


At present, perhaps it is not specific enough in down-to-. 
earth instructions as to dealing with individual contents of. 


accounts. 
When the final statement of standard accounting practice 


on inflation accounting is issued, it is hoped that it will : 


merely be ‘provided as a guide to the method to be adopted 


by those more sophisticated concerns and planners and 
: investment analysts who want to make use of the system. 


The truth is that, although the product is of extreme interest 
to these people, it 1s quite useless in practical terms for 


‘businessmen and investors. They know instinctively the 


effects of inflation. 
The investor knows that, by buying property sha 
he has an interest in a concern with capital appreciation, 


and that property companies are financed by means of | 


heavy gearing which, in eventual real money terms, means 
ultimate. repayment on a cheap basis. Accordingly, he is 


. content with a low income yield in the light of ‘the ex- 


ROME of capital appréciation. 


Impracticable ; 

The investor in manufacturing businesses and, indeed, 
their directors, know that inflation. causes a replacement 
problem of equipment — which, however, is often offset by 
appreciation in the value of buildings. Such companies, 


in practice, accordingly only distribute part of their profits ' 
. in order to counter this factor as far as possible. It is quite | 
impossible, in practical tetms, or they would soon be out - 


of business, to-inflate current prices to customers by in- 
troducing: into costings such notional items as inflated 


. depreciation, because the customer. just would not pay the 
. extra price. 


- Indeed Professor Morrell, in the Autumn issue of the 
Journal of Business Policy; has pointed out that, when 
the rate of inflation exceeds 4 per cent per annum, and 
the rate of return on capital employed is over 8 per cent per 


annum, straight line depreciation, taking into account the . 


compounded interest on the consequent cash flow, covers 
expected replacement cost. As the return on capital em- 


ployed is unexceptionally set by management much higher - 


than 8 per cent, inflation accounting calculations jn 
confuse the issue. : 
The inflation-accountancy balance sheet could, in fact, be 


most misleading to the. uninitiated. No single item ‘in it ' | 


-— 
- 


Serious Reservations on ED8- 


individuals in any one concern who have the faintest idea . 


- 





~ ... represents the. real truth of the matter. The fixed assets 
.could not: be realized at the inflated level and, likewise, 
‘borrowings could not be repaid on a depreciated basis. 


could re-write his [E NN sheet and mislead his victims? 
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E [ATURALLY, TA accepting an individual js any 
uu insurance.company will want some proof that it is not 
. being asked to. bear a greater than average risk. Many life 
offices do.not require. a. medical examination for. sums, 
- assured up to à certain figure, or those below a certain.age, 


|. + been raised quite significantly. Nevertheless; medical ex- 


—  - aminations are still required where large sums assured are 


GON involved. Also, should anything unusual appear in the - 
+. + proposal. form (even if nothing more: than an apparent: 
:.= tendency to obesity i in view of the details of height and ' 


pom se. the prospective insurers may Ty well ask for i a 
medical examination. 


Normally, any medical examination is al out by. à 


E "E doctár retained by the insurance company, and the cost will 
to ` be met by the prospective insurers, irrespective of whether 


life assurance is provided or not. ‘This, however, is not 
universal. For instance, if short-term: cover is required- 


. when it is. known at the outset that an individual's health 
: , isnot good, or if cover is required merely for.à few months — 
| perhaps for an opération and recovery ‘from it — the 
"n E : individual may have to bear the cost of the examination. : 


x 
t 

35 . 
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- Confidential report ` I UEM 


"The examining dóctor's comments will he edad to. 
‘the insurers. Neither a firm.of brokers who may be. em-. 


“ployed, nor anyone else through whom the business’ is 
.7' being placed, will see the medical report. Even the person 
‘who has been examined is not allowed to see it. ' 

Should a'client be turned down as a result of a medical 
examination, -the insurance company will not give its 


pM. , ‘contact his own doctor. Ín turn, the latter will be able to 


22 write to the insurance company's oe medical officer for’ 


details. 
, Sometimes,:the medical position may he so serious that a 
- life office imposes more drastic measures than.a mere 


^ * ; additional premium. For example, a short-term endowment: 
. only may be offered, with an initial ‘debt’ of, say, 80.to 85 
; per cent of the: sum assured — —i.e.,. with the sum i assured. 
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become geared to the € exercise. 


Whenever an insurance company quotes a life assurance b premium, this is joa a 'first class' life. jo a etn 
Unfortunately, however, not everybody falls into this particular category. This is something ` : MEET s 

` ¡which tends to be overlooked ~ particularly by the older man who may be looking to. E n a 

s - life assurance as a way of solving some of his estate. ad Pra, PERLES ae TN um BE ME 


' and lately, the ‘non-medical’ limit of most companies has - 


“a number: of HGdIngS 9 over a No oi time. 


“reasons. It may, however, suggest that the client should - 
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i the strongest adinission of those enthusiasts who 


have devised ED8 is that even they cannot recommend that 
-1t should.be imposed upon other than quoted companies. 
Is. there not “the risk, indeed, that a fraudulent individual `- 


Many of these would, in my. experience, not aud 


m 
607 1 


P Tm 


. Medical Aspects. of Life Assurance 
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| DN 
redúced' by- this amount at dde Sutset, This debt may be 
progressively eliminated over a term of. years. | | 
Many life offices feel they should ' quote something, even 


if their-terms are not exactly attractive; they feel that a 


person who is interested in the investment element only 
will not be too concerned by a heavy debt. Furthermore, it 


-is only by taking on ‘sub-standard’ business that i insurers 
will be, able to. build up relevant statistics. 


The stage lias béen reached where the amount of busi- 
ness turned: down outright by some offices is no more. than 
about. in 10,000 proposals. This, however, does not mean 


.that the terms put to proposers always are accepted. 


High blood pressure on its own need: not: necessarily 


result in insurers turning down a proposal. Much de- 


pends où a person's actual pressure reading. Since this can 
wary frcm day to day, usually.an insurancé coinpany takes 


- 


'Specific objections | s 


It used to be difficult for diabeticé to obtain c cover. Now, 
howeve-, provided a person is not suffering from. anything 


else as well, there is no need for a refusal from an insur- 
, ance company. Nor are ulcers and other digestive troubles 


considered so serious by insurers as in the past. As a result, 

anyone who has made good. progress after an opération : for 

such complaints is unlikely tó meet very much difficulty. 
Disseminated sclerosis, cerebral haemorrhage. and other 


_ previously ‘unacceptable’ health impairments may now be 
. “acceptable — on certain terms: `°. ` 


. Coronaty thromboses seem to comé much Curios than i in 
the pasz. This, however, does not rule out the possibility 
of subsequent life assurance. Insurance’ companies feel 
that, probably, their outlook was too.gloomy in the past. 
In many cases, a man may live happily and healthily for 
20 years or more after an attack — although it should: be 
added that. individual casés are judged vey much on their 
merits.. 

Despite the fresli approach which insurers have taken 
over many impairments, they are still criticized on certain 
counts. For. oe it is sometimes said that life offices 


a b. 
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are too severe with epileptics, and with neurotics and 


depressives, however well controlled. Insurers, however, 


point out that they would be on much safer ground ifa 
doctor could guarantee beyond all doubt that a patient 
would keep to the regime at all times, or that the mentally 
ill would never contemplate suicide or become ill from a 
psychosomatic disorder. 

For comparatively minor impairments, individual life 
offices have differing: views, and some offices are much 
more lenient than others. On the other hand, certain offices 
dislike. specific impairments, which are not taken so 
seriously. by others. 

Where: the medical position is not entirely straight- 
forward, generally it is best to pick the most suitable office 


at the outset — because if one office turns down a proposal, - 
or quotes special terms, this information will have to be 


given when completing a proposal form for any other. 
Clearly, it is better to approach an office without such 
“history”. This is where a specialist firm of life assurance 
brokers, which should know the individual likes, dislikes 
and quirks of individual companies, can be of. considerable 
value. In this way, it may be possible to avoid any problem 
- from the outset. 


. Methods of loading 


As mentioned, when terms are imposed, practice can vary. 
Whilst the most common procedure is for the premium to 
be increased by a certain percentage, an alternative is to 
assume that the life assured is, say, five years older than is 
the case, so that the normal premium rate is increased 
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by the difference in rate between a whole-life Sos at the 
life assured's true age and at his assumed age. Where the 
risk is likely to reduce in the future, the additional. 


premium may not apply to the whole period of the 


insurance. 

With a fixed debt, the sum assured is subject to a 
specified reduction in the event of death within a' fixed 
period of years. This may be preferable if the policy is being 
taken out for investment purposes, but not where the aim is 


to provide financial protection in the event of death. 


Often, however, a diminishing debt can be arranged, rather 
than a fixed debt. In this event, the reduction of the sum 
assured diminishes by'a level amount each year, until 
finally there is no debt and cover is provided for the full 
sum assured. 

One company feels that there are plenty of people who, 
having been assessed as below average risks, are willing to 
take reasonable care, and will accept a challenge that they 
will survive to the maturity date of'a policy. The pro- 
cedure in such cases is for the. insured to pay an 
additional premium, which is treated as a separate element. 
If a proposer survives until the policy matures, an amount 
equal to the total additional premiums paid wil be 
refunded. 

Satisfactory as this may T not everybody who takes 
out this policy will survive and thus be able to collect a 
refund of premiums. For this reason, the additional 
premium charge has to be rather higher than it would be 
if there was no promise of a refund of the loading in the 
event of survival. 





MANAGEMENT INFORMATION 


Economies of Scale? 


Sir: and efficiency have been equated in the public's mind 
for a very long time. The current local authority reorganiza- 
tion is based upon an assumption that aggregation into larger 
units will improve efficiency and reduce cost, and in the business 
world the heavy spate of mergers and acquisitions has in many 
instances been based upon similar criteria. In many cases, too, 
the movement towards larger units has been actively instigated 
by the government or government-sponsored organizations, 


with the intention of promoting a ‘viable’ industrial unit — in - 


this context, one whose size enables itto meet foreign competition. 

No economic text is complete without some reference to 
economies of scale, and there is much theoretical evidence to 
support their existence. Practical, quantified, evidence is much 


more difficult to obtain. Moreover any such economies may be, £ 
outweighed by dis-economies of scale, either within the firm 


or external to it. Yet management must have some basis upon 
which it can make decisions about the scale of operations it 
should try to reach and areas where economies or dis- -economies 
may arise. 

An attempt to rationalize some of the relevant factors is 
made by Bruce Lloyd in an article entitled ‘Economies of 
Scale’ which appears in the Autumn 1972 edition of Moorgate 


and Wall Street, a review published by Hill Samuel & Co Ltd. 

Technological development plays a major role in changing the 
relative advantages and disadvantages of size. Steelmaking, 
certain types of chemical production, and the construction of 
supertankers can today only be undertaken by relatively large 
firms. Since output in such cases increases by large units, the 
size advantage can be overshadowed by the spectre of over- 
capacity — a situation often encountered in the chemical in- 
dustry. Large-scale also usually means that the manufacturing 
process is capital-intensive and has a high level of fixed costs. 
The firm may in such conditions face very high losses unless 
forward planning is of a very high calibre. 

Inventions can, of course, have the opposite effect. Electrical 
power can be brought to the smallest firm; the motor lorry, 
being much more flexible in operation than the railway train, 
reduced the need for a large scale of operations which was 


implicit in the latter case. | 


Scale economies 


Scale economies may be either internal or external to the firm. 
Where there are such economies, the cost curves should show: 
that as the size of the production unit is increased the product 


" unit cost declines. Dis-economies will have the opposite effect, 


and in many firms there will be an optimum size within’ which 
to operate. Management's task is to establish that optimum size. 

The causes of economies can be grouped under the following 
heads: 


(a) Economies of large dimensions. Dimensional increase is 


. the basic reason for economies of scale; e. Bo within limits 


where wall thickness is not affected, the cost of increasing tank 
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capacity will rise in proportion to: the surface area, while ibid 
. Will be increased in proportion to the cubic capacity. Outside 
‘such limits, specified stress factors may significantly. affect the 


economies, ‘The above principle has general effect for most” 
capital plant. The ranges within which such economies can be 
‘expected, and where they cease to ao are critical for the 


determination of optimum scale. 


In some cases the strains and stresses arising "where the limité | 


are exceeded are not incurred within the firm itself. The super- 


tanker i is a case in point, Since its capacity increases in approxi- 
mate relation tc the cube of its dimension :but resistance to. 


motion to the square of dimension only, there are substantial 


scale economies even befcre considering factors such as crew 


size. The internal dis-economies include the stresses that build 
Up in the structure in rough weather; the high cost of insurance 
d on-shore facilities; and the loss of Henn) in operational 
, Schedules. 


In additión to these, the community as a whole may. suffer E 
- some dis-economies. -The enhanced pollution risk. and the 


environmental damage that may be” caused by larger on-shore 
' + facilities are examples. | 


(b). Law of multiples. This states that the smallest iate at ` 


, Which a number of machines can be used together with maxi- 


mum efficiency is the lowest commón multiple of their separate . 
. & capacities, and is frequently seen where there are a number of 
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large indivisible units which cannot be fully utilized by the small 
firm. It assumes that the size of the' firm must be such that 
the total throughput of work: must absorb the output of. the 
largest indivisible unit., 

Unless there is some good reason why all the ne 


' process should be carried oa internally, economies of scale could 
be obtained by a small firm subcontracting to a specialist opera- ' 
_ ting the indivisible unit, or by hiring plant. , - v. 


(c) Mi assed reserves. Where an industry i is divided into many 
“arial firms, eack must maintain reserves of equipment, stocks, 
and cash. Tf they are aggregated’ into much larger units, one 


. set of spares can now service a much larger number of machines; -' 
" less‘stock. will be needed to. service the same. total volume. of. 


- sales, and soon.  - 
The reductior. in TR by. the larger Bis covering a wider 


geographical and, customer. spread must also be taken into ' 
account. Risks: can also be reduced by diversification. This is a - 


factor, however, which requires the sacrifice of some of the 


advantages of specialization. and is a further example of the. 

El “conflicts between economies and dis-economies of scale. 
Large firms enable specialization in management and manu- . 

facturing operations to be taken advantage of, but such specializa- 


tion may in turr. produce worker, boredom and inflexibility. 
The disadvantages for the smaller firm can be reduced if the 
markets from which it draws resources are themselves highly 


, organized so that it can acquire readily and cheaply the specialist | 
d s skills that it may require from time to time... 


' To exploit successfully the advantages of EDS CIR. the. 
firm must have zhe capacity to recognize when the balance of 
advantage of the economies against the- disadvantages begins 
to decline. At the same time, new specialisms must be identified 
where the firm’s resources can be employed, and early deci- 


. sions made to meve resources from the old to the new. This cycle ` 


óf 'events has been the basis of. growth of | many successful 
“businesses, : 


.(d) Management economies. nu size PETA more use 
‘to be made ‘of specialists. Again, one must not forget the 
possible disadvantages; the larger the management group; tlie 


greater the problems of communication and control. Nor should - 


One forget thát the acquisition of specialist skills on an ad hoc 
basis from outside sources might be possible. - 


. (9 More economic use of materials. Large organizations may 
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‘the large firm because of its own, economies of scale. . e 
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‘te ‘able to edn waste asseris as a valusbie. poe 


“This advantage to the larger firm is reduced if there is a strong 


specialist recovery industry prepared to serve the small firm: 
Indeed, the specialist waste processor may. be. better:at it than 


- 


(f) Marketing economies. "These arise principally from bulk 
buying, because the unit cost of selling and promotion is usually 
lower in the large firm; and it may be able to use its. bargaining 
power to acquire “goods. and services móre cheaply. 


(g) Financial economies. ‘The advantages. to the large firm are 
the abil:ty to. acquire. additional long-term capital and bank 
lendirg more readily and at a possibly lower cost. The author 
states that there is no conclusive proof on these matters, but the 


'^ Bolton report highlighted the. problems facing the $mall firm 


and the -elative Righe cost p small. apa issues pen A of funds 
raised, | l | 
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A number of these have been mentioned. already, but it is 


, useful at this stage to summarize them under the following heads: 


(a) Law of diminishing returns. Where one or more factors used 
in ‘production are fixed and increasing amounts of variable 
factors are combined with the fixed elements, the. average 
output per unit of variable factor will eventually ‘diminish. 


(b) Effect of ideal capacity. Large plants take a long. time to 
build and at the same time require more accurate. projections 


_ of demand. Errors here can be costly as: the break-even volume is 


usually a high percentage of capacity. Only where demand. is 
increasing rapidly is the cost of having. expensive spare EDAD 
in the early years readily justifiable. . i 


- (e) Technological risks. The larger production plant increase 


| the risks of technological obsolescence, the large firm centred 


around a single large plant Being the: ‘most vulnerable. 


@ Other risks. The large plant i is at the mercy of the many 
components of which it.is made — the failure of the smallest 
item briaging the whole plant to a halt. Extra component re- 
liability and improved maintenance cost Sony and offset 
some of the economies achieved. MAE 


(e) Bureaucracy. It appears to be endemic in organizations 


‘that, the larger they become, the greater the grip of büreaucracy. 


Rules and regulations are needed to co-ordinate and control 
its activities. In addition, there are problems of motivation. 


(f) Incividuality. While man's basic needs can be met through 
Cane daca once they are met he tends to concentrate 
his needs on products reflecting a greater individuality. 


` (g) Price changés. Where a large. plant uses a resource which 
is in short supply, it will force up the price of that resource. 
At the same time, if its output is high in relation-to the market, 


“at may depress the price for its products. In its decisions on the 


‘optimum size of plant, management needs information about 
deinand; product and manufacturing technological develop- 
ment; expected cost trends; and the reaction of competitors. 


(h) Interest charges. The high capital costs of large-scale plants 
and the long construction and commissioning time make 
interests costs a significant cost factor. In this period of. high 
intérest -ates, ues is doubly portent e 24 à 


Conclusions. 


. The ability to recognize ie specific. donent in a production 


unit which affect economies or dis-ecoriomies of scalé is funda- 
mental to the analysis and appraisal of the project. Manage- 


" ment's appreciation of how the balance between the two changes 


at different levels of operation will eriable it to select the right 


scale of operations rather than — opt. for the largest tet 
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Eighty-seventh Annual Report 


The report of the Management Committee for the year ended December 31st, 1972, 
to be presented to the eighty-seventh annual meeting of the Association, to be held at 


HE Association on December 31st, 1972, consisted of 4,833 
members and subscribers, viz.: 

The President I,440 

137 Life Vice-Presidents 297 

198 Annual Vice-Presidents 834 

23 Life Governors 1,903 


Relief 


1. The first task of the Association is the relief of necessitous 
members and their eligible dependants but attention is drawn 
to the fact that a great deal of time and effort is spent giving 
help and advice, on all manner of problems including children's 
schooling, investment, remarriage, sale of houses, social 
security, etc. The work is greatly assisted by the help received 
from district societies. 


Annual Governors 
Life Members 
Annual Members 
Subscribers 


2. During the year assistance has been given from the general 
fund in 198 cases (203 in 1971). There were 13 new cases (28) 
and 6 (8) former beneficiaries were assisted again; in a few 
cases the committee felt that assistance was inappropriate. At 
the end of the year there were 172 (179) current cases; these 
cases cover over 300 persons including 99 children under 21. 
Assistance from the special fund was given in 4 cases (4). 

Sixty-nine inquiries regarding assistance were received, 
many are still under investigation and others have been advised 
regarding investment, re-assessment of assets and rehabilitation. 
Some requests have been rejected by the committee in view 
of the individual's high capital and valuable house ownership. 


3. The comprehensive report of the sub-committee on the 
relief scale dated July 31st, 1972, was received at the August 
committee meeting and all the recommendations, including a 
substantial increase in the scale itself, were accepted. 


4. While full advantage is taken in appropriate cases of such 
assistance as can be obtained from the State and from local 
authorities, there are many cases, especially where children 
are concerned, where the whole burden must fall on the As- 
sociation if adequate help is to be given. Such cases can involve 
grants at an annual rate of £1,200 or more. 


5. In the course of 1972 grants were made from the W. B. 
Peat Memorial Scholarship Fund to assist in the education of 
two children. 


6. Christmas food parcels have, as usual, been sent to the great 
majority of our beneficiaries and grants for holidays for children 
have again been made. 


7. On pages 30 to 32 [not reproduced] are notes on some of the 
cases assisted in 1972 including many which first arose in that 
year. 


Chartered Accountants’ Hall on June 5th. 


Administration 


1. At a special general meeting held after the annual general 
meeting on May roth, 1972, the proposed alterations to the 
rules relating to classes of membership of the Association, were 
passed without comment. 


2. At the May 1972 management committee meeting Mr 
R. W. L. Eke stated he did not wish to stand again as President 
in view of his impending retirement in 1973. His proposal that 
Mr Henry Peat be appointed was carried unanimously. After 
thanking the committee for their confidence in him, Mr Peat 
proposed a vote of thanks to Mr Eke for the most able and 
diligent way in which he had served the CABA as President 
for the last four years. Mr Eke has served on the management 
committee for the past 22 years and the Association is fortunate 
that he will continue as a member of the committee. 


3. At the end of August 1972, Mr C. H. 5. Loveday retired 
as Secretary of the CABA. He had been associated with the 
CABA for over 37 years and the President, in making a presenta- 
tion to Mr Loveday on behalf of the committee, thanked him 
for his services to the Association and wished him a long and 
happy retirement. 

Mr K. G. Anson was appointed Secretary with effect from 





Hurst Grange, Worthing, one of the homes of the Crossways Trust. 
CABA has been associated with the Trust since 1949, and now main- 
tains 15 places in its homes. 
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September 1st, 1972 [The Accountant, September 7th, 1972]. 


4. The management committee decided during the year that 
the continuing growth of the Association's assets and the com- 
- plex issues arising from time to time in connection with its 
property interests required a strengthening of the committee 
structure. It has accordingly appointed a finance committee 
in place of the previous investment sub-committee, with an 
enlarged membership, and supported by an investment panel 
to deal with day-to-day investment matters. 'T'he function of the 
finance committee is to act on behalf of the management com- 
mittee in the management of all the investments, property and 
other assets of the Association other than those required for its 
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immediate purposes. 

2 5. Details of the Association's interest in Crossways Trust 
BF (homes for old people, both able-bodied and infirm) and the 
. . Hanover Housing Association (flats or bungalows for the elderly) 
.. are given on pages 28 and 29 [not reproduced]. The Secretary 
would be glad to hear of any person who might be suitable for 
A nomination under either of these schemes. 

3 E : 

b 6. Owing to lack of interest on the part of members the 
Association has withdrawn from the Housing and Community 
Association scheme. 

pe 7. It is the policy of the committee to ensure that as far as 


possible a member of the Institute living near a beneficiary, 
or applicant for relief, acts as a referee and is available to give 
À advice when required. Such assistance from members is of the 
greatest value to the committee in considering applications. 
_ The committee wishes to thank the many referees, over 240 

in number and mostly chartered accountants, solicitors or 

doctors, who assist in this way and also district societies for their 
. help in appointing members to act as referees. 


8. On the retirement of Mr C. H. S. Loveday as Secretary 
of the CABA, Mr K. G. Anson was appointed to represent the 
Association on the Board of Governors for Crossways Trust 


Ltd. 


9. The committee report with very much regret the death of 
Mr G. R. Freeman, C.B.E., F.C.4. [The Accountant, October 
12th, 1972]. 

. He will always be remembered with affection and pride by 
the CABA because of the keen interest he took in all its activities. 

He was President of the CABA for 21 years and brought 
balanced logic and a human approach to bear on all aspects of 
the work. 


| 10. The committee records with great regret the death of 
| Mr J. D. Russell, M.A., F.c.a. [The Accountant, January 25th] 
| who had been an active member of the management committee 
since 1957. Mr Russell was also a member of the investment sub- 
committee for many years. His colleagues were very grateful 
to him for his views and suggestions which helped greatly in 
dealing with applications for assistance. 


11. The committee wishes to place on record its warm ap- 
preciation of the work of the officers and staff of the Association 
and the Institute. It acknowledges gratefully the services of 
the honorary solicitors, Messrs Markbys, and the publicity 
given by the editors of Accountancy and The Accountant to the 
affairs of the Association. 
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12. Under rule 6 the three members of the management 
committee to retire in order of seniority are Sir William 
Carrington, Mr R. W. L. Eke and Mr J. Godfrey, who, being 
eligible, offer themselves for re-election. No nomination under 

. rule 8 has been received. 


13. The auditors Mr Bernard William Rivett, F.c.a., and 
Mr Robin Gray, F.C.A., retire and offer themselves for re- 


appointment. The committee is grateful to them for the services 
they render at a very modest scale of remuneration. 


Finance 


1. The following figures summarize the work of the Associa- 
tion in recent years: 


No. of Investment 
cases Sub- and other 
Year assisted Relief scriptions income 
£ £ £ 
1968 .. 166 35,052 15,240 30,600 
1969 .f 190 40,333 13,367 32,470 
1970 192 44,956 17,367 36,653 
1971 203 47,965 16,599 41,246 
1972 198 43,217 18,621 41,991 


2. As a result of the appeal by the President of the Institute 
on behalf of the Association, covenants, subscriptions and 
donations have been received to mid-January, 1973 as below: 





£ 
(a) 180 covenants totalling net per annum 1,030 
(b) 41 subscriptions totalling - y 254 
(c) 36 donations for life Vice-Presidents and life 
members totalling ; 1,260 
Total .. £2,544 








The results of the appeal have been gratifying and it is hoped 
that during 1973 the amount received will continue to increase. 
A special vote of thanks must be given to district societies and 
the PROs appointed by them, who have been greatly instru- 
mental in bringing the appeal to the notice of all concerned. 


3. The Association is most grateful for bequests amounting 
to £13,875 and for donations of £3,209, details of which are 
given-on page 13 [not reproduced]. 


4. A very large part of the Association's income is derived 
from its investments and the committee is grateful to the many 
benefactors whose bequests and gifts have helped to build up 
the capital of the Association. It is not practicable for reasons 
of space to commemorate these benefactions in detail in the 
annual accounts and the committee therefore publishes a list 
of major benefactions not otherwise mentioned individually 
in the annual accounts. The list on page 20 [not reproduced] 
includes only individual benefactions of £2,500 or more. 


5. In the course of his presidential address at the last annual 
meeting Mr Eke spoke of the possibility of planning permission 
for residential development of part of the agricultural property 
at Bracknell. This was granted in the autumn of 1972 and, 
following the purchase of access land, about 20 acres will be 
sold by tender for development. In addition, about 45 acres is 
being sold to the County Council for school sites and the 
finance committee will shortly be considering the investment of 
the net proceeds of the sales. After allowing for the sales, the 
Association is left with about 250 acres of agricultural property 
adjoming Bracknell. 


6. The management committee had earlier decided, in con- 
sultation with the Merrett Estate's trustees that it would be in 
the best interests of all concerned for the Association to pur- 
chase Lodge Farm, Kineton, from the Merrett Estate at an 
arm's-length price and the transaction was completed on 
Michaelmas Day subject to the new tenancy which commenced 
on that day. The Association now owns a total of about 700 
acres of agricultural property at Kineton which is let in concert 
with a similar area owned by another trust associated with the 
Institute. 
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ARELY can an auditors! report have contained such 

a recital of wrongs as the report on Ralph Hilton “Transport 
Services, whose accounts to the end of July 1972 were finally 
presented to shareholders towards the end of last month. 
The auditors’ report should be read before going any further. 
The company went public in November 1970 under the 
aegis of the Industrial and Commercial Finance Corporation 
which, at the 1972 balance sheet date, owned 1,328,671 shares. 
The former chairman, Mr Ralph Hilton, held 3,073,240 at that 


date. In October 1971 and January 1972 the company acquired. 


Bain and Hodge, C. E. Dormer and Gomm's Transport for 


£548,000 cash, of which £248,000 was deferred and was | 


“payable in half-yearly instalments from April 1972 to October 


1973. 
In June 1972 it was stated that investigations by the company's 


auditors had indicated that 1970—71 profits had been overstated - 


by between {150,000 and £200,000. The following month 
the audit changes noted in the joint auditors! report were 
announced, as well as the appointment of Mr J. McNaughton, 


B.COM., C.A.(CAN.), as chief administrator responsible directly ' 


to the chairman, and of Mr T. Goodfellow, F.c.a., as financial 
controller. Mr J. V. Skinner resigned as director and secretary. 
The share quotation was suspended. 


Breakdown of system 


Mr NcNaughton was appointed to the board as managing 
‘director on December 8th, 1972, and was elected chairman 
on April 13th, 1973 - Mr Hilton having resigned on April 2nd. 
Three former directors had by then resigned — one in December 
and two in February — and Mr Goodfellow joined the board as 
financial director on December 8th, 1972. - 

Mr McNaughton reports that the breakdown of the ac- 
counting system not only created preat problems but also 
concealed for several months substantial inaccuracies in the 
previous year's accounts. Before the Stock Exchange suspen- 
sion, Peat Marwick Mitchell were engaged to examine and 
establish the true position and to.advise on management ac- 
counting systems and on their implementation. 

The problems of reconciliation and adjustment were so 
substantial that -1t was only very recently, Mr McNaughton 
states, that figures for 1971 and 1972 were finalized. 


Additional information 


Shareholders, the chairman considers, should be given the 
following “additional background information' so as to be better 
able to judge the company's position: 


(1) It is now apparent that certain aspects of the financial 
controls were unsatisfactory during the accounting vears 
ended July 31st, 1970 and 1971 and proved to be inadequate 
from August 1971 when the business of J. & H. Transport 
Group Ltd was merged with that of the parent company. 

(2) The board does not appear to have taken any effective 
steps to ensure that it was supplied with detailed financial 
and management information on a regular basis during 
these years. T'his was in spite of the fact that the company 
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had set up a management accounting system which pro- 
vided estimated monthly results from October 1970 
onwards. 

. (3) The accounts for the year ended July 31st, 1971, were 
materially ‘incorrect for the group and the adjustments 


now made result in the reported profits being reduced from ` - 


£625,894 to £407,709. The interim unaudited figures as 
published for the six months to January 31st, 1971, together 
with the revised forecast for the year to July 41st, 1971, 
announced in April 1971 and confirmed in May 1971 were 
based on incomplete information. Also, the final audited 
figures as reported are now known to be inaccurate and 
were based ón incomplete and sometimes false information. 
The accounts for the year ended July 31st, 1971, included , 
fictitious sales invoices amounting to some £68,000. 

(4) Cause was given during the year to July 41st, 1971, to 
question the accuracy of the half year's reported profits 
to January 31st, 1971, as well as the full year's reported 
profits to July 31st, 1971. Cause was also given to question 
the validity of zhe full year's revised profit forecast to 
July 31st, 1971. It is to be regretted that insufficient 
action was taken to establish the true situation. 

(5) Both.in the 1970 and the 1971 accounts, inadequate pro- 
vision was made for liabilities to suppliers, the amounts 
involved being of. the order of £40,000 and £80,000 
respectively. 


Pg 


ollapse of Financial Control ' 
in Ralph Hilton Transport 


(6) Owing to: the breakdown in financial piatto the pro- . 


visions for bad debts and claims proved inadequate and 
provisions to July 29th, 1972, amounting to £166,000 have 


had to be made, of which £67,000 has been related to prior ' 


years. These amounts cover bad debts, counter claims by 
customers for short deliveries, overcharges, etc. 

(7) Inadequate cash planning has contributed to the serious. 
financial position shown: in the consolidated balance sheet 
as at July 29th, 1972, which records net current liabilities 
of £2,341,616. 


1972-73 Secounts 


The present board's primary objective is ‘the mR opera- 
tion of the group within a framework of management control 
based on full, factual and. prompt financial information’. Cur- 


rently, strenuous and successful efforts are being made to 


bring the operating fleet up to an economically acceptable 
standard of maintenance costing and a planned programme of 
fleet renewal has been implemented. Surplus and unprofitable 
depots are being closed and sold. 

Before the end of the current financial year the board expects - 


substantially to have cured the group's earlier inability to _ 


rectify trading, cash planning and accounting difficulties. 
Management accounts are not yet sufficiently developed to 
allow a 1972-73 forecast to be made but information for the 
first six months indicates that the previous year's enormous 


losses have been contained. The full year results, however, are ' 


unlikely to show a trading profit. 

The serious qualifications in the auditors' report inevitably 
make it impossible for the board to seek an early re-quotation 
on the Stock Exchange but the intention is to seek a resumption 
of dealings when the 1972-73 accounts are available. The 
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standard" companies - 


: Formed by.experts to meet the precise needs of the’ 
business concerned, they. reflect current legal practice. 


“immediate” companies TA 


> Simplified company formations using pre-drafted standard l 
“Memorandum & Articles for extra speed and simply. 


E ‘ready-made’ companies ` 


Incorporated Private: ‘Companies with. £100 authorised 


“¿special companies re qe 
We are expert in forming Guarantee Companies, Public * 
*. Companies, Unlimited Companies, Charities, Industrial a 
Provident Societies and jui uu AR f 
mm & Societies. - ; 


. Telephone: ot -253 6214 ` Telex: 261 010, 


"Jordan & Sons Limited, ^ ^ . 
. Wilec House, City Road, =: 


-Lóndon ECIY2BX. ^.^ Ve Jordans eJ 


t one year old he was 
a bouncing baby | | 





“Please help the (itat helpless. Please teli your, clients about us, 
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Yn could have these letters 
_afteryourname > à 
with SOA guaranteed tuition - 


E 1 


Quilificadons a are s key to success.’ Without them, . you U^ 
could stay in the same oid rut E years. With them, the, way. to d 
the top is wide open. - e 

Were, now offering you «a home study course with : an T" 
_ important benefit: a course with a guarantee backed by our.60 . * 
years”. experience of. successful coaching . for professional | 
'"'accountancy examinations. Many. thousands: have already - .. 
passed their exams using School of Accountancy courses — over des 
30,000: successes: in Chartered Accountancy examinations in' - . +: 
England, Scotland and Ireland including 219 first places, 188 — 

"second places, .189 third places and over 300 other awards. . >. 
- Last year many of our studénts re-enrolled for further quali- > 
fications after passing their examinations — and many more .~. 
of our entolments were entirely the result of recommendations 
from further SOA students. Once you've experienced success _ 
through SOA, you'll realise there’ S no reason why a ES Le 

wr" go right to the top. CORN 
12: With the School of Accountancy you study i in your own: 
. home, at your own time, at your own pace. All material is - 
.specially.designed to: develop individual potential. You are +, 
coached: by ‘tutors who are highly. qualified experts in your 
“field. You will be guided through the course and the model |» 
answers, step by step = and given vital advice on exam. ES 
techniques. a 
^' Find out about the School of Accountancy. Fill in his. ES 
coupon ánd send it ott DT your mts Sep: on a road to © v 
SUCCESS... - P 


"Your way to success starts here! A. 


- 
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men 


A 


Ab 18 months, he Was toddl.... E 
a ing and a lovely,- happy! 
. poy. | ^ 


-But gradually, héartbreak- - E 
ingly, his muscles began. 


| til at'15 years of - ——— — — M — —À MÀ — HÀ —À Ó— À Ó—À Bee n 
E Ec a chill, his Į Post this coupon today to: -> pu D 
| | The School of Accountancy & Business Studies, - a l ME 


respiratory system failed 
. and he could no. Jónget 
| breathe. f 


MUSCULAR. DYSTROPHY . 
KILLS. As yetthere is.no cure, 

, and without continuous, 
research there never will be. ' 


107a Regent House, Stewarts Road, London SWS 40} - I. os 
Telephone: 01-622 99111 Hes 
or 107a Regent House, 341 Argyle St, Glasgow G G2 SLW I- y 
E rior 041-221 a7 > A 
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[ Suet or Examination (E 
lox DT. E 
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The School of. lesum 
--St Business Studies ... 1510 


- Acctedited by the ‘Council for the Accreditation of Cortespondence Colleges - 





of Great Britain : 
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School 
fees 


‘For one with sepia: 
our Trustee Scheme for 
school fees offers numer- 
ous advantages. 


Capital is released from M - 


' estate. duty liability in- . 


B stantly. T'ermly payments 


aec e c eo F -, are free of income tax, 
Example .- : 


surtax and capital gains 
tax.’ Under this Scheme. 
"(open to parents, grand- 
parents and others) fees 
can be taken care of well 
in advance. 

Full details on request. E 


‘A capital sum of 
£2,229 will produce ` 
fees of £750 a year . 
for 5 years starting in 
10 years time. - 
Saying: £1,521.- 


SCHOOL FEES INSURANCE AGENCY LTD 
10 Queen St, Maidenhéad, Berks. (0628) 22323 or 31010 (24 hours) 
Incorporated Life Assurance Brokers 
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¿JP LAW STATIONERS V. 
20 COMPANY PRINTERS © © 
uu COMPANY AGENTS : 


Draft Memorándum and Articles: 
supplied by return of post 
' | Company Seals and Books | 
 Notepaper, Bills, etc.; punte 
Rubber Stamps . ^ d 
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¿0000 e 
4 
^ 
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RE. EADY- MADE COM PANIES 


inclusive ^ > ; 


' 
mos TH oa, OR a t 
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^ue 


38/40 FEATHERSTONE STREET 
LONDON. EC1 | 


01—253 2977/8/9 and Telex 262687 
eens 0344 | 7 lines)" | 


All office requisites: ^" Ld 


May 24th, 1973 
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e hina Tuition by the Metropolitan College for. Examinations ` 


J. Dip. M.A. the Highest award available to 


A cco untants in Great Britain 
Certificate i In. Management Information 


The Joint Dialoma in Management Sana Services (promoted 
by the three Chartered Institutes and the ACCA, ICMA and IMTA) is - 


for the purpose ofimproving the standard of Management Accounting 


Services which the profession can give to industry and to provide a ' 


_ qualification for accountants in industry and those’ acting as ‘con- 


sultants to industry, the possession of which will indicate the ` 


holder is wholly qualifiec by experience and by | exámination in this 


fleld. The Certificate in Management Information (sponsored by the ^ 


Institutes of Chartered Accountants in England and Wales and in 


-Ireland) is for the purpose of encouraging study in the increasingly 


important fle:d of Business Administration and Organisation.. . 


The subjects of examination for the J.Dip.M.A. Part.l, and C.M.L, 


. for which the Metropolitan College provides expert postal tuition, 


are: Business Organisation and Administration, Design of Systems 





Accredited by the Council for the Accreditation of. Correspondence Colleges: à 


M 


and Data Processing, Management Information and the Use of 


Use of Accounting Information, J.Dip.M.A. Part Jl examination - 


. experience, Those who qualify for the Diploma have the right to 


Analytical and Statistical Techniques, Financial Management and the 


comprises a thesis‘and a viva thereon and is open to candidates who 
have passed Part | examination and have at least five years: qualifi ed 


use the designatory letters J. EE M.A. 


Examinations are held annually, sich "Octóber in? London, Man- 


chester, Glasgow, Belfast and Dublin. 


Please write for full particulars to The Principal, 
B. Mendes, B.Sc.Econ., F.C.A., (Dept Af), Metropolitan 
College, St Albans, stating the examination in which 
you are Interested. 
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Member of the Association of British Correspondence Colleges 
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| responsibility, he said. Iti is not the role-of building societies to - 


NE: mondi rade figures should never be esed in 
isolation — except, of course, when the figures are good! 
"The April figures were very good indeed and they were, in fact, 

good enough to induce something more than a technical rally 
- in an earlier oversold stock market. : 


Further than that, the trade figures coincided with a spate of | 
highly encouraging industrial profit figures. Most of these.’ 


stemmed from, the 1972~73 consumer boom but. were sound 


enough to overcome earlier worries as to whether thé Es 


, economy can afford the boom to last. 

There was, at the same time, an indication of some hoyen 
towards acceptable ground in Stage ITI discussions between the 
. Government and the trade unions. These-factors worked 

together and were strong enough to win -out over those two 
persistent sore points — Lonrho and Watergate. © 

There are some furious forecasts of the outcome of Watergate; 
including demoralization 'of American investment sentiment, a 
collapse of Wall Street, and the onset of -another and' more 
severe currency crisis. 


There are also some furious forecasts of the outcome of the 
. Lonrho affair, although not in such doleful terms., These are’. 
the kind of situations, though, that can make nonsense of , 


ADDAIERUY well-reasoned stock-market calculations. 


Bmpr society Ale was set down precisely. by Mr 
lan Maclean, President of the Halifax Building Society, at 
the annual meeting this week. Any temporary stop on oet 
_ applications has been due to unprecedented demand and not 


to arly reduction of the total fünds the Society has planned to | 


make available for lending. “Until, however, inflation is contained 


and as long as the philosophy is so widely spread abroad that it -` 


pays to borrow the maximum, excess demand will continue’, 
. Mr Maclean said. 

"Our job is to try and ensure as far as possible that the demand 
. I$ Peng and that our funds are Apportioned with a sense of 
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lead the market; but there are limits to the extent to which they 


'can avoid following i it unless they are to deny thé opportunity of 
honie ownership to pou people prepateo, to make the ~ 


sacrifices involved. - 


LD-ESTABLISHED Lloyds’ brokers, Ernest A. Notcutt 
& Co, have formed Notcutt Financial Services ~ a new 
company aimed at giving financial advice to British expatriates 
in the financial planning problems experienced whilst living : 
abroad and on their return: home. Investment, house-purchase . 
and insurance are the three: major problem areas. ‘Taxation, . 
exchange control ieguisons ns estate any planning inevitably - 
come into it. 
Mr Derek Breed, Notcütt' s managing iter states there 


are some 560,000 British nationals working overseas, of whom _ - 


the majority expect to return to the UK eventually. Mr Breed 
considers: ‘their problems, whether connected with taxation, | 


. house-purchase, investment or general financial planning, are 
vastly different from those of the UK resident. Specialist advice 
‘is not readily available:to them in most overseas countries and l 
- they therefore. experience great difficulty in POIDS with their 
financial, affairs. 


507 * * ' * ' 

IE BIA's decision to join the Bank of id 

organization attempting to improve the quality of industrial 
rorum continues to receive praise and condemnation. In. 
the latter direction the May bulletin of Export Finance Con- 
sultants Ltd comments that while in some cases management 
may leave something to be desired, the complexities of factors 
going into development and sale of products Overseas are such 
that rather than. institutional watchdogs there: is need for 
“practical ways in which the pressures can be reduced and so 


` provide more time for effective management’. 


- RATES AND PRICES 


Closing prices, MAN. May 22nd, I973 


iy 


Bank of England Minimum Lending Rate - May rath 1973. 72% 


1 
, 


` easa Bills À 
Mar. 16 .. £80972% . April x9 . £76695% 
Mar. 23 . £79819% April 26. £76695% 
Mar. 30 -- £79350% Maya 1 AT S077 do 
April 6 .. £78738% = May 11 - £7°3604% 
April 13 . £74521% May 18 - £72483% 
Money Rates 
i mee to day .. i fae Bank Bills T 
7 days ^ .. SQ 8 2 months 81-819 
Fine Trade Pills : 3 months eta 
i months .. .. 11-996 no 4 months ` 81-3195 
2 months .. e 11-996 6 months ' 9 -94% 
3 months .. « 11-996 
Three Months! Rates | 
Local authority deposits e 9-09. 
Local authority bonds ' : e BR BO 
Sterling-deposit certificates .. — .. . 9i- 9 
Euro-sterling deposits se c0... 104-104 
i- 8i^ 


Euro-dollar deposits e ma e008b 


V 


t 


- Finance House Base Rate — May 1st, 1973. 10196 
Retail Price Index (16.1. 62—109) 1767, 16.4.73 (from 173 D 


Tax Reserve Certificates (3.1.72) Personal 31% : 
(Company certificates no longer on offer). i 


Zn Foreign Exchanges 

New York. 25625 Frankfurt 7'0400 
Montreal . 25645 Milan 1506-50 
Amsterdam .. 73000 Oslo 146225 
Brussels ^ > . . 09'2500 Paris 11*2900 
Copenhagen. . 15°4625 Zurich 79700 
. e Gilt-edged : 

Consols.495 . 398 ‘Treasury 9% 1994 9o 
Consols 24% — ., 244 Treasury 81% 84-86 .. 94% 
Conversion 3196 _++ 84$." Treasury 81% dl ag .. 8s$xd 
Conversion 5195 1974 .974$ | Treasury 64% 1976 .. 94 
Funding 34% 99-04 428 * |. Treasury 34% 77-80 .. 74i 
Funding 51% 78-80 801 ‘Treasury 3196 79-81 .. 73%. : 
Funding 5396 82-84 8oi Treasury 5% 86-89 .. 642 
Funding 52% 87-91 68% “Treasury 54% 08-12 .. 574" 
Funding 6% 1993 68% ‘Treasury 24% .. 24k 
Funding 64% 85-87 78 Victory 4% 98$ ` 
Savings 396 65—75 gay War Loan 34% | - 343 
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^T datel has recently: aa a returni of confidence 


and prices have ‘responded accordingly. Contributing - 
to” this are.a substantial turn-round ‘in the .bálance of. 
payments for April and further evidence of the buoyancy 


3 ex - of the economy shown by the industrial production figures, 
Which recorded an annual rate of increase of neatly .10: 


“per cent in the first three months of this year. It looks -aé 


Zr A . if the time-honoured advice to “sell in May.and go “away” 


“has been discounted: in. advance -and that instead of a: 
. ‘droop’ there may be a.‘mark-up’ in the.coming months. 
. Some say that the third and final wave of the bull market. 


s will now bring the Financial Times Industrial Ordinary 


[2 
|. 


- 


* - 
€- o 
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share. index back to the middle-500-600s: Clearly, however, 


+ “a lot will depend- on the outcome of the current' discussions 


.. regarding Stage Three, of the government S , counter-in- 
. flation programme. : | 
- Below we: give: our selections of por loans and | 


E fixed-interest Stocks : "UM C. 





2 26i, 1973 
“asis erádiciónaly tlie case. ‘There-is usually no s betar time 
to buy equities than-when the market as a whole has suffered 
. a sharp’ set-back and taken good shares down with the 
"rest. Naturally the good shares will be the first to. recover, 
and those good shares which have suffered most máy show 
the sharpest gains. It i isa | time of P iod as well as a 
time for. caution. 


"DL PIES d^ 1973 - 
"EE EE ` Pricé.. Yield” Ratio — High | ‘Low 
“National : Mua e a got 
. Bank Warrants (£1) ~. 7149" A — . 207 130 
“Bass ` Charrington-. 28. eg. mus l : 
shares | Eud , 133 3-7 14-9. "176 122 
-Grand Metropolitan son diua te : oe 
‘shares 135° 33 136 , 194 124 
: Consolidated Goldfields IC NA IE INS LIA m 
e `, 256, — s. 275 


pu shares 2:9. - 


_ National Westminster Bank Wisi 


These warrants are convertible into shares up to 1979 but 
until they are converted carry no.dividend. Áccordingly, 

ev are a relatively. cheap way into the banking ‘sector 
which is now showing every: sign of picking up in. antici- 
pation of the interim results for the first half of the calendar 
year. The warrants were as high as 212 last year, and at 146 
now have an attractive upside potential:in the “absence of 
any.unforeseen shock to the economy or the monetary 
, system. The chairman of the National Westminster Bank 


>. i d d A looks forward with confidence to meeting the challenge 


: Eo l Corporation jose. 


- : oe 1972-73. 
Pr Ps ima Price ^ Yield High | Low * 
Berkshire 74 per cent 1978-79 92 |. 8:0: 100 * :89. 
E peapHmemouHr 43 per cent 1977-— os A " ME d En 
= $e 0 795. SES. 408: a 93.- 
A s T 23 ^ 93, .:84 102 D . 91 
"Cardiff 74 per cent 1979-82 87^ 81^ 99. B 


5 i s Ie . 
Fixed Interest Stocks (Industrial, Commercial) 


] CLR e 6 0:5. 1972278... 
‘Price Yield “High Low 
: "Unilever 6$ per cent debenture > ^ ^ ^ "'. Lh 
(^ ,. 1985-88 ; : ,80 87. 90. 74 
E . Unilever 73 per cent loan 1991 : er ae ee 
~% © 2006. .. 81 9go 96 74. 
a United Biscuit 8; per cent | deb: ES TIN FAM 
nis ture |... o. 84 9-8... 98 - --81 
*. *' United Diane: ae 104 ‘pert "EM 
; Genoa MINES RT 106 10-0 115 >- od 
V. - Ordinary shares _ es 


." Banks and finance houses have fallen very sharply from 
` their glamorous ratings of a year ago, and their shares 


‘should be some of the first to respond if indeed the future ` 
course .of prices is not belied by current indices. With the - 


approach of the interim dividend season breweries, - too; 
are begirining fo show. strength, and the same applies to 
"companies like Grand Metropolitan, with a big brewery 
content in the.share price: "Now that gold has been as high". 
as 110 dollars an ounce and is-still over 100 dollars, : and. 
the gold mining companies. have had their exciting run; 
.dt is tlie-turn. of the mining finance houses to. follow: suit, 


- 0€ . 


of 1973’ and it seems likely that when the full-results for 
1973 are published, the recent falls will be seen,to have been 
P overdone. > ^. : 5. P x 


! 
- 


- Bass Chárringtón 


' This ‘is a giant brewing group: owning « over 10,000 licensed 
outlets, including ‘hotels, ‘motels.and shops. Tt provides 


> near country-wide coverage and has-extensive wihe, spirits 


and soft drinks interests. Brand names are Bass, Worthing- 
- ton, Carling Black Label, Jubilee and Charrington. There 
are clear signs that the reorganization’ which has been in 
_ progress during the past five years, and the production and 
 marketng schemes which the: ‘group has been. pursuing, 


. are providing expected results. For the year 1972 pre-tax 


_ profits rose from £38-3 million to £48-9 million. ‘This year 
_the large new brewery at Runcorn is ‘scheduled to come on 
"stream (despite the recent fire damage), and when fully 
operational will save some £4 million a year. The interim 
results due, next month. should Pe encouraging. "s 


-- 


~ 


Grand nevebalian ` A x 

This company’ s shares have fallen are 35 per “cent in 
this year s poor markets but are now. steadily if slowly 
recovering lost ground. Fot the year to September 30th 
last, pre-tax profits of the original group (including ‘Truman 
but excluding Watney Mann and International -Distillers 
and Vintners) amounted to (29,431,000 as compared with 
[20,626,000 in the previous year. ‘Profits of Watney and 
-IDV for six months brought in another £17,782,000. Had 
there been x2 months of Watney: and IDV. total - profits 
` to September ; 30th last would have been £41,438,000. 
: While the chairman is conscious of the ele external 
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factors (such as VAT and entry into Europe) facing 
companies with their principal operations in the United 
Kingdom, he regards the changing economic circumstances 
as affording great opportunities to Grand Metropolitan 
with its dynamic and flexible management. 


Consolidated Goldfields 


According to informed opinion, the price of gold is likely 
to remain around the roo dollars an ounce mark for quite 
a time, subject to inevitable fluctuations. A rise in the 

















price of the metal, while first reflected in the shares of the 
mining companies themselves, eventually works through 
to the shares of the mining finance houses and, by and 
large, this has still to come about. Interim profits for the 
first half of 1972 rose from £8-98 million to £16-13 million 
and net attributable profits from £3:97 million to £9°03 
million. The second half of the accounting year, being the 
one in which the heavier payments from the group's gold 
mines falls, should produce still higher profits. At the 
moment the shares are falling, but excellent results should 
soon bring them back into favour. 
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SAVE AND PROSPER have explained the 
position regarding value added tax and 
unit trusts in their monthly bulletin for 
professional advisers. The point is made 
that the service supplied by an agent in 
the selling of units is subject to VAT if 
he is a taxable person. In this event, the 
commission paid by the trust managers 
will be increased to cover the amount 
of VAT which the agent has to pay. 
Save and Prosper have instituted a system 
of self billing; a copy of the contract note 
has to be returned to the managers as the 
VAT invoice which a taxable agent is 
required to issue. 

Services supplied by an agent in the 
sale of an insurance policy (even though 
it may be linked to units in a unit trust) 
are exempt from VAT, and thus an 
agent has no liability in respect of VAT. 

Normally, a unit trust does not have 
any taxable outputs and pays no VAT. 
It is in the position of a final consumer, 
and thus is unable to reclaim any VAT 
suffered on its inputs. If, however, a 
trust undertakes the underwriting of new 
issues, this service is liable to VAT if the 
total underwriting commission received 
by the trust in any tax period exceeds 
the VAT minimum. 

The position for a unit trust manage- 
ment company is that it is partially 
exempt. This is because the sale of units 
is an exempt output, and no VAT is 
payable. Thus the services supplied by 
the managers for which they receive their 
initial fee are exempt. On the other hand, 
the services supplied by the managers 
for which they receive periodic manage- 
ment fees (deducted from the gross 
income of the trust) are liable to VAT. 
Charges made to trust funds are being 
increased to cover this liability. 

The services supplied by the trustees 
and auditors of unit trusts are subject 
to VAT, with the result that these charges 
will be higher than in the past. Save and 
Prosper, however, make the point that 
the payment of these fees is the res- 
ponsibility of the managers, and trusts 
themselves will not bear any additional 
charge. 


DESPITE the fact that it pays no com- 
mission for the introduction of business, 
last year the London Life Association's 
growth in premium income exceeded the 
average of the other life offices. The 
expense ratio (which runs at about half 
the rate for most other offices) was lower. 

The Association may start to write 
permanent health insurance. ‘The Memo- 
randum is being amended to allow this. 

The rate of interest earned on the 
Association's funds was lower than in 
1971. The annual writing up of assets 
has the effect of reducing the published 
rates of interest. Secondly, some recent 
large investments in property develop- 
ment have not yet reached the stage of 
producing a return. Provided the stock 
market eventually recovers to its former 
levels and beyond, the Association looks 
on the current period as offering good 
buying opportunities. 


ae de de 


FOR approved customers, Shawlands 
Securities, part of the Frizzell group, is 
saying that a current bank account can 
be arranged so that interest will be paid 
on it. Provided an average cleared credit 
balance of £1oo is maintained in the 
account, interest will be paid at the 
rate of 34 per cent per annum. Free 
cheque books are provided, and free 
postage for paying in credits. No charges 
are made for standing orders, and nor is 
there any charge for cheques issued, 
provided these do not exceed 50 in any 
half-year. 

Cheque cashing facilities can be made 
by arrangement wherever a customer 
happens to live. In addition, automatic 
overdraft facilities of at least 5o per 
cent of the current account holder's 
net monthly salary can be arranged, 
provided salary cheques are paid regu- 
larly direct to the current account and 
that the overdraft limit has been agreed 
in advance. For those with deposit ac- 
count investments, guaranteed over- 
draft facilities will be provided on 
guaranteed terms up to roo per cent of 
the value of the deposits. 


THE PRACTICAL INVESTMENT CO feels this 
should be a good moment to buy shares 
in investment trusts, or units in unit 
trusts specializing in this sector. 

Reporting to holders of units in the 
Practical Investment Fund, the managers 
say that during the past r2 months 
values on the London market have 
fallen, and so have investment trusts in 
spite of the larger proportion of their 
assets outside this country which have 
tended to rise in value. 

Because of their superior asset per- 
formance, investment trusts are now 
more attractively priced than for some 
years. Over the last 12 months, the 
underlying values in each unit in the 
fund have been almost exactly maintained 
although the market price has fallen. 
Every unit has a stake in £151 for every 
£100 invested, and a year ago it was only 


£124. 
de d de 


SAVE AND PROSPER is standardizing the 
terms and conditions for its balanced 
investment, equity and property bonds, 
by introducing a single standard contract. 
A switching facility enables bondholders 
to transfer their investment from one 
of the three bonds into either of the other 
bond funds. Also, Save and Prosper has 
increased the initial guaranteed minimum 
life cover at most entry ages. Now, for 
instance, anyone up to the age of 29 
inclusive will be guaranteed life cover of 
at least 250 per cent of their single 
premium, compared with the previous 
level of 200 per cent. New policies written 
in the lives of children up to 14, also, 
will be guaranteed life cover of 250 
per cent of the single premium, com- 
pared with 100 per cent for contracts 
issued in the past. 

As a result of the standardization, 
Save and Prosper is discontinuing its 
20-year “Double Your Money” guarantee 
which has been in force with its property 
bonds. This guarantee, however, will 
continue to apply to policies issued 
prior to the change. 
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Small Computer from ICL 


IRECTED largely at the first-time 

user market, the ICL 2903 virtually 
bridges the gap between conventional 
mainframe systems and the larger office 
computers. It is being sold through ICL 
Customer Centres as a total package 
which includes training staff members 
to operate and program the machine. A 
complete set of accounting software is 
available for the machine. 

Selling prices are from £26,000, while 
rentals start at £600 a month. On this 
basis it is claimed that the system is of 
interest to any business with three or more 
clerical employees. Operation can be 
handled by a staff of two girls who can be 
trained to operate it within a few days, 
while programming can be learned in 
eight days. 

The equipment, which can be installed 
in any office without air conditioning, 
comprises a 16K word processor con- 
trolled by a video console, a card reader 
and line printer and an exchangeable 
and fixed disc store with a minimum 
capacity of 4:9 million characters. Up 
to eight direct entry stations plus eight 
visual display units can be connected to 
the system, while the central processor 
can be enhanced to 32K in 4K steps and 
the disc store to 29:4 million characters. 
Connection to a larger mainframe com- 
puter so that the 2903 operates as an 
intelligent terminal is also possible. 


Stock control 


Three application packages have been 
written in RPG2, the most widely used 
language for small systems. These three 
are: direct order entry, stock control and 
bill of materials processing. The first 
two together (they can be integrated 
where appropriate), provide complete 
control of all aspects of the stock situa- 
tion, acknowledged to be the key to 
profitability in business. The bill of 
materials program is a comprehensive 
one for manufacturers. 

These, together with payroll, are the 
uses to which the majority of first-time 
computer users put their equipment. 

Overall, the equipment would appear 
to offer the power of a small mainframe 
computer with the ease of operation of an 
office computer. At the same time, 
where visual display units are installed, 
management can have direct access to any 


information processed by the system. 

As a stand-alone system, it would 
appear to be of interest to businesses 
with a turnover in the region of {1 
million, although, of course, much 
depends on the type of business. As 
ICL point out, the cost of the equipment 
is approximately the same as that of one 
senior manager. 





New Family of Line Printers 


UNIVAC have announced a new family 
of line printers for use with their 1110, 
1108, 1106 and 9700 systems. 

Features of the 0770 range include 
a power-operated top cover which can be 
raised or lowered either by the operator 
or under program control. A swing-out 
print cartridge makes ribbon changing 
easy, while changing the character set 
simply involves changing the cartridge 
in which each set is housed. Use of the 
correct cartridge can be cenfirmed by 
program control. 

Automatic print gap adjustment, sim- 
plified line find, vertical formal buffer, 
automatic powered forms stacker and 
extensive acoustic treatment are other 
features. 

The 800 rpm model costs £20,602 
(£497 monthly); the 1400 1pm model 
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£24,641 (or £595 monthly) and the 2000 
rpm model £34,891 (or £842 monthly). 
All prices include self-contained control 
unit and maintenance. Print cartridges 
are £190 or £10 monthly rental. 

Sperry Univac, 160 Euston Road, 
London NWr. 


For De-centralized Data 
Preparation 


MDS DATA PROCESSING have enhanced their 
range of peripheral systems with the 
introduction of the MDS2408 processor. 
This allows up to 24 key-to-disc key- 
stations to be in operation at the same 
time as background communications or 
printing. 

The equipment is based on the 
concept that it is better to transfer such 
tasks as file handling and printing, 
together with editing, validation and 
peripheral handling facilities, to the data 
source. 

In short, the new peripheral processor 
and associated equipment is designed to 
take time-consuming routines away from 
the central processor, leaving it with 
more time for those tasks which only the 
processor can handle. 

MDS Data Processing Ltd, 50 
Vauxhall Bridge Road, London SW. 


Low-cost Data Terminal 


A NEW telephone with integrated data 
facilities has been announced by Standard 
Telephones & Cables. Providing all the 
facilities of a modern push button tele- 
phone, the ITT 7012 has in addition a 
visual data display, plastic badge and 
punched-card reader, and a printer. 
Subject to normal regulations of the 
postal authorities, this telephone terminal 


The newly announced 0770 series of printers from Sperry Univac with power-operated top 


cover and swing-out print cartridge mechanism. 
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ITT loudspeaking, push button telephone 


with visual data display, punched card 


reader and printer. 


is available for use with ITT system 710 
voice/data systems. 

In a typical application the telephone 
would be used to dial access to an ITT 
System 710. Identification data would 
then be intput via a badge card and 
variable data added via the push button 
keyboard. A 7013 printer can be added 
to the terminal to provide a permanent 
hard copy record of the data input. 

'The object is to provide an inexpensive 
data terminal for use where more 
sophisticated terminals would not be 
justified by the volume of data passed. 

Standard Telephones & Cables Ltd, 
Foots Cray, Sidcup, Kent DA14 5HT. 


Society for Small Computer 
Users 


THE VISIBLE RECORD AMD MINICOMPUTER 
SOCIETY held its first AGM in March. 
This eighteen-month-old society has 
succeeded in producing a monthly journal 
and is now examining the need for an 
examination syllabus for students, who 
will be engaged in the office computer 
or minicomputer field. 

Since small computers are the fastest 
growing sector in the computer industry, 
the Society should have a bright future. 
As many readers will already know, 
visible record and related computers are 
designed especially for accounting ap- 
plications. 

Visible Record and  Minicomputer 
Society, 288A High Street, Croydon, 
Surrey CRo ING. 


Bureau Developments 


HONEYWELL have introduced their new 
Mark III time-sharing service to Europe. 
Aimed at helping to solve the information 





collection, processing and distribution 
problems of multi-location and inter- 
national companies, improvements in- 
clude greater security for clients” data, 
and several cost saving features. 
Honeywell Information Systems Ltd, 
Great West Road, Brentford, Middlesex. 


WELLORAX have opened a new computer 
bureau at Park Royal, London, where 
integrated accountancy and statistical 
analysis programs are available for pro- 
cessing on an IBM System 3. Existing 
bureau customers cover both manu- 
facturing and service industries. 
Wellorax Ltd, Westfield House, 
Hampton Court, East Molesey KT8 gBX. 


Document-orientated Office 
Computer 


ACCOUNTANTS are named as one of the 
primary markets for a new version of 
the MAEL 4000 computer. The equip- 
ment incorporates a dual magnetic tape 
cassette memory facility. Each of the 
standard Philips cassettes used can 
hold nearly 200,000 characters of in- 
formation. The system can, if required, 
be expanded to incorporate disc data 
storage without modification. 

A basic configuration comprising 


MAEL 4000 central processor, with 
magnetic tape transport, standard cal- 
culating keyboard and 22 cps input/ 
output typewriter costs about £8,000. 

The equipment would appear to be 
designed for the preparation of long and 
complex documents containing both text 
and calculations, as for example a com- 
pany report. 

Computer Ancillaries Ltd, ‘The Cause- 
way, Egham, Surrey. 


MAEL 4000 data processor with magnetic 
tape cassette memory unit built into the 
desk surface in the foreground. 





Orders and Installations 


New Day Furnishing, Stockport furni- 
ture retail chain, have ordered an MDS 
2400 Key Display data preparation 
system with nine keystations. It is worth 
£25,000 and will replace ten Honeywell 
Key-tape machines. Pre-entry validation 
techniques will be incorporated in the 
new data entry system. Estimated cost 
saving is around {2,000 a year. 


3. Bibby & Sons have signed a £13,000 
order for an 810 clustered programmable 
terminal system with Sanders Data 
Systems. The equipment will be in- 
stalled at a subsidiary company at 
Market Drayton. There it will process 
order entry details and store them on tape 
cassettes. Batch transmission via a 2400 
band PO line will be used to transfer the 
data to the company’s IBM 360/40 
computer in Liverpool. Full on-line 
working is envisaged as a future de- 
velopment. 


Hertz Rent a Car have ordered a 
CMC 7 Keyprocessing system with 13 
keystations from Computer Machinery 
Company. The £50,000 equipment will 
be used for preparing data dealing with 
rental agreements involving up to 25,000 
documents a week. A 25 per cent increase 


in productivity is expected equivalent to 
an annual saving of £3,000. 


Vauxhall Motors have installed a 16 
keystation 1302 Inforex data preparation 
system at Luton. The system, worth 
£25,000, will prepare input for Vauxhall's 
IBM 360/65. The original data prepara- 
tion installation of 36 Univacs was 
punching 700,000 cards a month. The 
16 station Inforex will eventually take 
over 370,000 cards of work a month — 
representing an increased input of 20 
per cent. A saving of £5,000 a year is 
expected to be made on punched-cards 
and from the removal of two sorters. 

Another reason given for changing 
to a keyprocessing system was that the 
implementation of VAT required 20 
per cent more information on each finan- 
cial record. This would have needed 
considerable reorganization with 80- 
column cards, whereas the normal record 
length on the new equipment is 125 
characters. 


Motorola Semiconductors have taken 
delivery of an MDS 2400 data terminal 
system to link their East Kilbride 
factory with their European computer 
centre in Wiesbaden. 
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Letters 





Fellowship by Examination 


SIR, — Resolution No. 3 of the special meeting of members of 
the Institute on June sth would, if passed, give sweeping 
powers to the Council to determine the nature of the “Tests for 
Fellowship' without members being able to vote on the final 
nature of the intended tests. It appears, therefore, that the 


. Council is seeking general powers without first making clear 


to members as a whole what form the tests will take. While 
many members may be in favour of fellowship being gained by 
tests rather than by experience — and I am not one of those — 
I would suggest that they are not in agreement as to what 
form those tests should take. I would urge members therefore 
to vote against resolution 3, even if it only be on the above 
grounds. 

The draft ‘Scheme of Tests for Fellowship” gives an indica- 
tion of the Council's views but as yet little time has been avail- 
able for members to comment. With such a radical change, I 
feel members should know more of the final form of the scheme 
before giving their agreement to the change. It is for this reason 
therefore that I have voted against resolution 3, and hope to 
persuade other members to do the same. 

As indicated above, I do not believe that there is sufficient 
evidence that fellowship by examination, rather than by experi- 
ence, would be advantageous to the profession as a whole. The 
draft scheme accepts the fact that those members who are part 
of large professional practices or in commerce or industry have 
a need to specialize in a variety of different spheres. Why, then, 
should the passing of a specialist-based examination qualify a 
member to be a Fellow of the Institute without denoting the 
sphere in which this was gained, any more than experience 
gained by a member over a period of time in performing his 
specialist function? 

The only acceptance of the general nature of a Fellow's 
qualification in the draft scheme is the necessity for all to sit a 
general paper. This, in itself, seems to be rather an anomaly, 
as I understand the general paper is to be withdrawn from the 
final examination syllabus. Furthermore, the scheme will 
surely give concern to those members who are in small practices, 
most of whom are overloaded with work and will be hard put 
to find the suggested 600 hours” studying time to sit for theoret- 
ical papers. 

Even those who are fulfilling specialist functions in commerce 
and industry may find their employers reluctant to provide 
sufficient time for study, whether it be with or without the help 
of courses specially arranged to meet the requirements of such 
examinations. It is likely, therefore, that many of those who 
will be best prepared for the type of examinations system set 
out in the draft scheme will come from the larger professional 
practices who are able to provide the time and facilities for such 
training, thus widening still further the gap between these 


larger practices on the one hand and small practices and 
members in commerce or industry on the other. 

It is surprising that on one side the Council is stating that 
the progression to fellowship should be by examination rather 
than experience while, on the other hand, by resolution 4 of 
the Special Meeting it indicates that post-qualifying experience 
should be required before a member be allowed to practise — 
a resolution with which I wholeheartedly agree. 

If fellowship is not to be by examination as proposed by the 
draft scheme, what alternatives are open to the Council other 
than leaving the present status quo? While criticising resolution 
3 and the draft scheme, I appreciate that adequate criticism 
must not just be destructive but also constructive. 


It would seem there are three main alternatives: 


(1) Do away with the difference between associates and fellows, 
and call all who have been accepted for membership plain 
members. This follows the line already taken by the 
Scottish Institute. Post-qualifying experience as required 
by resolution 4 would still be required before allowing a 
member to commence practice. 


(2) Replace the proposed examinations by thesis and oral 
examination, thus allowing the true specialist to put for- 
ward his specialist capabilities in much greater depth than 
would be possible with straightforward written examina- 
tions. This would also partially overcome the inherent 
problem that good examinees for the normal type of 
written examination do not necessarily make good 
accountants. 


(3) On the assumption that post-qualifying tests in some form 
are required, set up a system of secondary qualifications 
independent of the fellowship. This would then able the 
public in general to know in what areas a member had 
specialist qualifications and for the general practitioner to 
continue untrammelled by additional examinations while 
enabling the specialist to announce his knowledge to all. 


My own view is that some combination of two or all of the 
above would fulfil most requirements. ‘Thus a member who was 
in, say, general practice, and did not wish to specialize would 
be a chartered accountant, while those who had satisfied the 
Institute by a thesis and oral examination of their specialist 
ability would obtain a secondary qualification in line with the 
present J.DIP.M.A. (e.g., DIP.T.S. — Diploma in Taxation Studies, 
DIP.I.S. — Diploma in Insolvency Services, etc.). Indeed, I would 
not be adverse to the idea of keeping progression to fellowship 
based on experience alone as at present, while having post- 
qualifying specialist education completely separated. 

Thus the public would still know that the designation F.C.A. 
denoted a member who had been qualified for a pre-determined 
number of years, while an A.C.A., DIP.T.S., had not had the 
experience in time but had been given special status as a result 
of satisfying the Institute of his in-depth knowledge of a 
specialist subject. After the relevant time lapse this latter 
member would progress automatically to F.C.A., DIP.T.s. The 
intention of this suggestion is not to stop a member who has 
gained a post-qualifying specialist qualification from being in 
practice as a chartered accountant; but it would give the public 
at large knowledge of the high standard reached by the individual 
in a specialist sphere — but, of course, only at some particular 
point in time. 

The pressure now being placed on members to keep up-to- 
date with advances made in the accounting world must be in 
the best interests of members if they wish to give a proper 
service to their clients or employers. But such advances are 
continuous, and the fact that a member has gained a further 
qualification, say, within five years of being admitted to the 
Institute in no way helps an outsider in determining whether 
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such a member has kept up-to-date with advances, say, ten years 
after obtaining this subsequent qualification. 

One final point I think is worthy of attention. The present 
concern is with post-qualifying “education”. To my way of 
thinking, education in the context of accountancy is not a 
synonym for academic knowledge. It involves an overall 
theoretical and practical understanding of the matters that give 
rise to cause and effect in the subject area concerned. I think most 
members will agree that one only learns to be an accountant 
after one has qualified, just as one only learns to drive a car 
after one has passed the driving test. 'T'he only difference is that 
an accountant continues learning all through his working life, 
while driving may become virtually intuitive after a number of 

ears. 

I hope that you will find yourself able to publish this letter 
as I feel it deals with a subject of considerable importance, not 
only as regards the draft scheme itself, but also the method by 
which the Council is asking for sweeping powers without 
further recourse to the members as a whole. I consider resolu- 
tion 3 to be premature and ill-advised and hope that members 
who feel likewise will register their dissatisfaction — preferably 
by attending the special meeting and voting against it, or if 
this is not possible by instructing their proxy to do so on their 
behalf. 

The opinions expressed in this letter are, of course, mine 
alone, and not necessarily that of either my firm or the Basing- 
stoke Group of Chartered Accountants, of which I am 
chairman. 


Yours faithfully, 


London WT. W. R. J. B. CROSS. 


Urgently Needed Votes 


Sir, — In your issue of May 17th, Mr Michael Greener com- 
mented on the proposals issued from Moorgate Place for 
revision of the subscriptions of members as part of a package 
of alterations to the constitution of the Institute. He said 'It 
seems that all we are really left with for our £20 is the dubious 
privilege of appending the letters FCA or ACA to our names.” 
Mr Greener could easily rid himself of the privilege if he finds 
it so dubious. 

He also said that he is a practising Christian. It so happens 
that a week earlier, in the “Student Roundabout' section of your 
issue of May roth, there was a class-conscious outburst from 
Mr Greener. One of his assertions on that occasion was that 
‘the Institute draws its clerks from a portion of society that has 
as its only attribute the cash to keep their sons in relative idleness 
until they reach the age of about 24”. In an offensive comment 
like that I can find no evidence of Christianity or of respect for 
the presentation of a true and fair view. One really does wonder 
how Mr Greener can tolerate the burden of his membership 
of the Institute. 

It is my belief that the great majority of members, unlike 
Mr Greener, are not dubious about the privilege of displaying 
their qualification. In 1970 the membership rose to its responsi- 
bilities and by a resounding majority vote (yes, Mr Nelson, a 
resounding majority vote of 16,845 votes to 13,700) rejected the 
proposals for conglomeration. Regrettably, the membership 
did not rise up against the 1972 package of constitution changes. 
One of the fruits of those ‘progressive’ changes is the disgraceful 
spectacle of the immediate Past President being voted off the 
Council and replaced by a member who appeared in the Red 
Book for the first time in 1972. 

Another back-lash from the 1972 changes will become 
evident when the membership develops a painful swelling 
through the admission ot overseas accountants who will acquire 
the coveted description ‘chartered accountant’ though they may 


be unable to speak English and have no knowledge of UK tax 
and company law. 

Now, in the latest package of proposed constitution changes 
for the special meeting of June sth, I find the proposition that a 
newly-qualified chartered accountant should be treated as not 
fit to practise (a strange contrast to the non-English-speaking 
practising member). Also there is yet another proposed twist in 
the tortuous history of the significance of fellowship; what is the 
supposed attraction or value in being a fellow by examination 
but not distinguishable from thousands of automatic fellows? 

The new package includes even the incredible proposal that 
the “Fundamental Rules” be struck out although their replace- 
ments have yet to be formulated. 

Far too much damage has already been done to the Institute 
by the 1972 package. Members really should shout “Enough' and 
put a halt to this rapid destruction of the constitution under 
which the Institute achieved its high status. Those proxy forms 
are for completion, not for filing. The closing date is June 3rd. 


Yours faithfully, 


Warlingham, Surrey. F. M. WILKINSON, F.c.A. 


On Looking into ED8 


Sir, - On first looking into ED8 the reaction was ‘goodness 
gracious me, at last something is to be done to correct the 
massive inaccuracies inherent in historical cost accounting. 
But there are doubts. Either, like the poet Yeats, 1 am “old and 
gray and full of sleep” and therefore unable to comprehend the 
obvious; or else the ASSC is doing a passable imitation of 
Father William. 

Firstly, paragraph 18 is beyond my limited comprehension. 
It seems to be directly in conflict with paragraph 20 (6); it is 
also quite untrue. Presumably it is intended to mean that prices 
rise evenly, and that therefore there is no holding profit on 
inflation, as command over purchasing power will not have 
changed. There is, therefore (one supposes it to mean) no 
necessity for an adjustment in the profit and loss account. 
However, such adjustments are then made to stocks and 
depreciation of fixed assets in Appendix 1. Why? 

What is more, prices do not rise evenly. The value of land 
and buildings has leapt well ahead of any general index, and 
much profit has in fact been made — as Sir Charles Clore will 
confirm. 

Secondly, the treatment of loan capital in Appendix 1 is quite 
misleading. Take an example: Tom lends Dick £100 at 5 per 
cent. Dick buys stocks for {100 at January 1st. Assume a rate 
of inflation of 10 per cent per annum. At December 31st, Dick 
has stock worth £110; he has a holding gain of {10 but must pay 
£ 5 interest. His profit is therefore £5. He cannot claim additional 
profit due to the fall in value of the {100 he is required to repay. 
This is Tom's loss but not Dick's gain. Dick's gain is measured 
by the holding profit. 

'T'om's loss is reckoned at terms of the fall in the value of the 
£100. But this is not £10 it is nearer £9, being the difference 
between {100 and the amount Tom would have had to invest 
to realize {100 in new money at December 31st, i.e., £91. From 
this loss is deducted the £5 interest, payable in new money. In 
the example given in Appendix 1, the ASSC is looking at the 
same coin from both sides, taking a profit (wrongly calculated) 
from each side and adding them together; whereas in fact there 
is only one coin and one profit. 

Thirdly, adjustments are made for taxation and dividends 
(Appendix 1). Why? Taxation is computed at December 31st 
in new pounds. There may be a profit from the delay in payment 
but this is not relevant at December 31st. The same applies 
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to dividends, unless they are interim dividends, and this is not 
stated. 

Finally, the bottom of the scheme is knocked out by para- 
graph 21, re-emphasized in Appendix 2, paragraph 2. The 
ASSC, alas, has not learnt from the errors of those who drafted 
the Companies Act 1967 and gave directors discretion as to 
valuing assets. Why say “in the light of their estimated value to 
the business’? This puts the ball back into the court of the 
discounted cash flow protagonists — where it does not belong. 

Surely the whole object of the exercise is to state profits and 
capital in the same terms, i.e., the same currency. The cost of the 


assets must be updated by use of the index. Why is their “value 


to the business' relevant? 

In updating the fixed assets, surely there are going to be 
difficulties. How are additives and disposals to be treated? In 
every year it will be necessary to identify the assets disposed of 
and the year in which they were purchased. For companies with 
an age of up to roo years this is going to be no easy task; 
Hercules would have shirked it. It is difficult to justify the in- 
sistence in the foreword that “the amount of work involved is 
not excessive'. 

However, this is of minor importance compared to the 
previous point. It seems that the door left open by the 1967 Act 
has not been closed and we shall still have statements such as 
“nor would the cost (of valuation) be justified since virtually all 
the group's land and buildings are currently required for normal 
trading operations” (Thorn Electrical Industries); or “this 
excess would not be sufficiently significant in the context of 
corporation operations to justify the expense of revaluation, 
particularly as major disposals are not envisaged' (British 
Leyland); and this quite priceless comment in the most recent 
report of British Home Stores: "The directors have given con- 
sideration to the probable excess of market value over book value 
of the company's freehold and leasehold properties and again 
hold to the view that it is not significant in relation to the market 
value of the company's share capital" (my italics). 

Let us scrap ED8 and try an ED8 mark II — or shall we all 
go back to sleep? 

Yours faithfully, 


Barry, Glam. MICHAEL GREENER, B.A., F.C.A. 


Accounting for Deferred Taxation 


SIR, — I am writing to express concern that the recently issued 
exposure draft ED11 proposes as standard accounting practice 


. that deferred taxation should be accounted for on all material 


timing differences using the ‘deferral method’. 

It appears to me that there has been some degree of arbitrary 
choice in the selection of the ‘deferral method’ rather than a 
constructive attempt to combine what is best from both the ‘de- 
ferral method’ and the ‘liability method’. 

The last sentence in paragraph 11 of the exposure draft 
anticipates only one method of presentation. I suggest that the 
‘deferral method’ should be used for calculating the tax charge 
for the year and any major adjustment required to existing 


_ deferred taxation balances arising from a change in the rate of tax 


should be dealt with as an extraordinary item. This would avoid 
any misleading effect on the profit or loss and earnings per share 
for that year. In reflecting deferred tax in the balance sheet in 
terms of the ‘liability method’ the effect of timing differences is 
truly eliminated from the tax charge for any given period. If this 
is not done deferred tax, set aside before a change in tax rate 
but released after a change in tax rate, fails to rectify the profit 
and loss charge distortion arising in the second of those periods 
as, although the timing difference principle has been acknowl- 
edged, the quantification of effect has been ignored — although 
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this can be considerable where the tax rate changes from 40 to 
50 per cent, 

As well as being more equitable as between financial years, 
in practice this modified system would be much easier to 
administer and control, in relation to the timing differences 
between capital allowances and depreciation charges, than that 
proposed in the exposure draft. As a general rule, unless 
unabsorbed capital allowances are brought forward or carried 
forward, the charge for the year to the profit and loss account 
for this timing difference is arrived at by comparing the depre- 
ciation charge on those assets which qualify or have qualified 
for capital allowances with the capital allowances for the period. 
The balance sheet figure for this timing difference is capable of 
proof by comparing the book written-down values of those 
assets which qualify or have qualified for capital allowances with 
the tax written-down values of the same assets. The effect of a 
change in the rate of tax can simply be measured by applying 
the different rates of tax to the difference shown up in the 
balance sheet proof. 

The method proposed in ED11 is impossible to control in 
total, and after two or three more changes in the rate of tax will 
result in administrative chaos for many companies. 


Yours faithfully, 


London EC4. CHRISTOPHER C. NORLAND. 


Council Elections 


SIR, - In your sorrow at Mr A. H. Walton's departure from the 
Institute Council, you omit to congratulate Mr T. J. Melville 
on his successful election, the more deserved on account of 
his age and relative obscurity. While one must regret the loss 
of Mr Walton, you should also welcome the new member to the 
Council. Mr Melville's election will at least mean a majority 
by age of the Institute's membership will have one representa- 
tive on Council. 

Perhaps this is the time to suggest introducing compulsory 
sabbatical terms for long-standing members of Council. 
Against the experience of long service, one must weigh the 
possible disadvantages of complacency and contempt bred by 
familiarity. The Institute of Actuaries has for many years 


insisted that its Council members take a sabbatical year after 


each term of office (five-six years) and past-presidents auto- 
matically remain on Council for two years and are then not 
eligible for re-election; and the ICMA is considering a similar 
move. It is one problem student societies do not thankfully suffer 
from. 

Yours faithfully, 


DAVID W. H. STEEDS, 


Secretary, 
THE ASSOCIATION OF CHARTERED 


London EC2. ACCOUNTANT STUDENTS’ SOCIETIES. 


What's in the Subscription ? 


SIR, — Mr Greener's letter [May 17th issue] seems to me to 
confuse integrity with a facility for grasping the personal uses 
of money and temporal honours, if not those which are spiritual. 

I hope he will not mind my saying that his comments re- 
minded me of the man who is reputed to have plied his trade 
outside British GHQ in Cairo, crying ‘Chocolates, cigarettes, 
OBEs'. He was tolerated with good humour; nobody gained 
and nobody lost anything, presumably, by his lack of per- 
tinence. 


Yours faithfully, 


London SWT. DOUGLAS MOIR. 
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Industrial Secondment - 
a Personal Account 


The programme for a trainee in industry should be broadly based to enable 
him to acquire the widest possible range of experience, yet narrow enough to 
cover subjects in depth. It should be specified to permit an organized 
movement between departments, and sufficiently flexible to facilitate 
amendments to take into account individual requirements. In this article 

a student gives his personal impressions of a period of secondment in 


industry. 


O a certain extent (for time is of the 

essence), sponsor companies should 
endeavour to tailor the programme of 
trainees to complement the syllabus of 
forthcoming examinations set by their 
respective. professional bodies. 

By adhering to these syllabuses the ex- 
perience made available would be of 
maximum use to the trainee and in 
accordance with the requirements of 
the profession. For example, time spent 
on statistics, data processing, taxation 
and other service departments would 
unquestionably be beneficial, although 
any avenue of experience must be subject 
to the prior considerations of availability, 
economy and feasibility. 

A  well-constructed programme is 
essential, provided that the student is 
required to be practically involved in the 
day-to-day running of the business- 
continuing, in effect, the principle of 
articled service. Only one company (out 
of 12) provided me with a detailed pro- 
gramme; the others implied that I was 
to work in one department for the entire 
period. 


Failure to realize a benefit 


Whilst not representing a criticism of 
secondment into industry, it is worth 
while drawing attention to an unfortunate 
inadequacy in published guidance avail- 
able for both the trainee and the sponsor. 
The intention of industrial secondment 
is paralleled to the intention of articled 
service, in that experience made available 
to the student must be beneficial to his 
professional and academic education. It 
is also regrettable that although it is 
recognized as being a suitable training 
ground, comparatively few take ad- 
vantage of the undoubted possibilities, 
due partly to the unwillingness of 
principals to let their clerks go, and to 
the pressures of examinations upon the 
clerk himself. 

However, the primary reason is that 
only a limited number of trainees, prin- 


cipals or sponsors are aware of the mutual 
advantages of secondment; similarly 
there exists an ignorance (in all parties) 
of the bases for such an arrangement. 
Beyond the broadly-based requirements, 
no guidance is extended by the Institute 
on remuneration, study facilities, existing 
agreements, or the rights of the clerk and 
responsibilities of the sponsor. It is also 
unstated whether the parties are free to 
come to an agreement amongst themselves 
(although it is a prerequisite of approval 


for the proposed programme to be 


reconciled to the best interests of the 
student's professional training). 
It is not unlikely, therefore, for con- 
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fusion to arise over the position of the 
clerk in the industrial concern, both as 
an employee and as a student. The 
Institute must act to stop this confusion 
and adopt a more positive and helpful 
attitude towards experience outside the 
profession. 


Salary differentials 


On the question of remuneration there 
are anomalies in the pay differential 
between professions, place of work, etc., 
which in time will cease to be a short- 
coming of articled service, but at present 
may mean that a trainee seconded into a 
company could encounter an inequitable 
and embarrassing difference in pay 
levels, without reference to qualifications 
attained or value to the business. 

Some acknowledgement should be 
made to the fact that circumstances in 
industry are sufficiently far removed from 
those found in the profession to warrant 
a standardized pay structure, or for there 
to be opportunity for separately nego- 
tiated rates, with the intention of obviating 
inconvenience and embarrassment — à 
feature of articled service. 

With regard to the possibility of 
students qualifying as members of a 
body which has hitherto only admitted 
those who had been indentured within the 
profession, this must present the pro- 
fessional bodies involved in any proposed 
integration with the question of suit- 
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SCHEDULE SHOWING APPORTIONMENT OF TIME 
DURING Six MONTHS IN INDUSTRY 


Works cost office 
Batch cost section A ES 
Wages and bonus section sa 
Assistant works accountant's offic 


Manufacturing and distribution departments 


Total time spent in works cost office 


Head office 
Costing and capital records section 
Cash section ʻi i 
General accounts section 
Bought day-book section 
Sales costs estimating section 
Profits and forecasting section 


Investigation and internal audit section 


Total time spent in head office 


Percentage 
Weeks of time 
91 35 
I'2 5 
33 12 
1:6 6 
I5 58 
2:5 10 
O's 2 
o:6 3 
0:4 I 
O'S 2 
O'5 2 
6-0 22 
II 42 


ORIGINAL PROGRAMME PROVIDED BY COMPANY 
According to the initial programme (the actual apportionment shows only slight varia- 
tion), the breakdown should have been as follows: 


Works cost office  .. Ur: 

Costing and capital records 

Profits and forecasting section 

General accounts  .. Je en 
Investigation and internal audit section 


departmental sponsors. 


Percentage 


° I2 


Any alteration was due to unavoidable circumstances and was with the approval of 
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ability of experience. Also, if raising the 
academic standard is not intended to 
replace the basis now employed, then the 
set length of time in a professional 
office or in an accountancy department 
will remain the principal method by 
which the student trains to become a 
chartered accountant. 


Practical experience a necessity 


It is also evident that unless specialized 
qualifications are introduced within the 
primary qualification, a present anomaly 
in the principle of articled service will 
be accentuated. (I refer to the increasing 
emphasis in examinations on subjects 
of which the student can only acquire a 
theoretical introduction.) Experience, less 
restricted than presently available, must 
therefore be encouraged, together with 
opportunity for easy transfer or exchange 
between the main streams of education. 
I consider industrial secondment to 
be an ideal way of achieving a more com- 
prehensive system, if enlarged and 
encouraged, and am of the opinion that 
it is to the detriment of the pro- 
fession that, relative to its potential, this 
avenue has been neglected. Also, second- 
ment within the profession has been 
ignored as a way of improving the generally 
low standard of intake. As a result, 
compared with other major accountancy 
bodies in the world, the English Institute 
has low entry requirements and, some 
say, the poorest experience requirement. 
Hardly the way to go into the EEC! 
The industrial aspect of education, 
both in tuition and visits, etc., has in the 
past been receiving far too little emphasis. 
On the same lines, and bearing in mind 
the high percentage of successful students 
who follow a career in industry, I feel that 
more attention should be paid by the 
Institute to  post-qualification advice 
from the avenues into which newly 
qualified members are channelled, es- 
pecially accountants in industry. 


Secondment advantages 


I would describe the advantages of a 
period in industry in the following 
sentences: 

(1) By widening the experience of the 
trainee it equips him for his career 
with knowledge of the functions, 
management and structure of an 
industrial concern. 

(2) It provides a valuable contribution 
to the academic education of the 
student by being a practical example 
of what has, or will be, theoretically 
learnt. 

(3) It gives the trainee limited, yet 
useful, experience of personnel 
matters, and man management 
(trade union, etc.) as well as 
broadening persona! horizons. 






(4) The training consists of funda- 
mentals which may be overlooked 
after qualification. 

(5) It provides a practice ground for 
management accounting and a test- 
bed for the student's ability as an 
accountant. 

(6) An opportunity is given for the 
trainee to have a preview of the 
life of the industrial accountant, 
and decide upon the direction of 
his career. 

Whilst detailing the advantages from 
the student's point of view, I would 
suggest that the company also benefits 
from having a student with professional 
experience and academic ability. 

Unless the trainee is occupied and 
involved, the period of six months may 
be too long, although it may also be 
said that such time is insufficient to 
acquire a working knowledge of any but 
a few systems and principles. It must 
be borne in mind that for a student 
under three- or four-year articles, six 
months represents a material length of 
time, which may deter people who may 
otherwise take advantage of the scheme. 


Applying the theory 

Contrary to my belief before I joined 
the company, the work I came into 
contact with was not far removed from 
the theoretical examples found in cor- 
respondence or tuition courses, although 
the majority of the initial duties seemed 
irrelevant. Of interest was the work on 
financial reporting and interpretation of 
accounts, including foreign and home 
subsidiaries with contrasting methods of 
preparation and statutory requirements. 

Additional value was contained in the 
introduction of indirect subjects such 
as study of a computer-based accounting 
system, economic considerations, sales 
policy and personnel matters, and I was 
particularly fortunate to be employed 
by the company at a time when the wages 
and salaries structures were being re- 
appraised. 

The advantages to an accountancy 
trainee of spending six months in an 
industrial concern, although manifold, 
are to a great extent dependent upon his 
own willingness to participate and upon 
the people with whom he comes into 
contact. In this connection I have come 
away with an extremely high regard for 
the accountants in the company and must 
attribute a large measure of the success 
I consider the period was, to their in- 
terest, advice, and experience. It is the 
educational policy of companies like the 
one I joined that contributes greatly 
to understanding between the branches 
of the profession, and to the intention of 
the byelaw relating to external education. 
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FIRST PLACE FOR 
JUDY CHARLTON 


CONGRATULATIONS to Mrs Judy Charlton 
who, as announced in ‘Current Affairs’ 
in this issue, was placed first in order of 
merit out of 2,932 candidates and was 
awarded the Stephens Prize in the ICA 
Intermediate examination. 

Mrs Charlton, who is aged 20, lives 
at Chandler's Ford, Hampshire, and is 
an articled clerk with Mr Colin Eades, 





F.C.A., senior partner of Weeks Green, 
Chartered Accountants, of Southampton 
and Hythe. 

Educated at Withington High School, 
Manchester, and Winchester County 
High School for Girls, where she achieved 
‘A’ level passes in mathematics, econo- 
mics and Russian, Judy Charlton studied 
for the Intermediate by means of a 
correspondence course with H. Foulks 
Lynch. She also followed preliminary 
and pre-examination revision courses at 
Southampton College of "Technology, 
where her father is a principal lecturer. 

Mrs Charlton lists her hobbies as 
tennis, swimming and dressmaking. Her 
husband is an operations analyst with 
IBM at Hursley. 


POOR RESPONSE TO ULSTER 
EDUCATION SURVEY 


Or the 363 students who were sent a 
questionnaire by the Ulster Society of 
Chartered Accountant Students' Group 
to ascertain what preferences exist be- 
tween block and day release courses, only 
51 (14 per cent) replied. 

This result, announced in the Group's 
latest Bulletin, must, to say the least, be a 
most exasperating outcome for the 
committee considering the hard effort 
and cost which went into preparing and 
despatching the questionnaire. 

Commenting on the matter, the Bulletin 
quite rightly takes to task the 312 students 
who apparently prefer neither type of 
course and who seem ‘happy to struggle 
on without the aids being offered, 
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mploying “‘self-study” as the means to an 
ECA.: 

As in all such exercises, there are 
sound to be those who conform to the 
rational fashion of not taking the trouble 
o reply. If there had been proper co- 
)peration from members, then the Group 
vould have been provided with the statis- 
ics for putting forward recommendations 
or the benefit of all. 

Of the 51 who replied, 29 stated that 
hey preferred half-day release, 19 opted 
'or block release and 3 for either. 


US STUDENTS' EXCHANGE 


VISIT 
On Friday of last week, two American 
students, Chris Griffith and Tom 


Yakubowaki, who are both taking post 
graduate accounting studies at the Uni- 
versity of Hartford, Connecticut, USA, 
arrived in the UK to begin a two-week 
exchange visit under the scheme ar- 
ranged with London CASS. 

This week their itinerary has included 
lunch at Chartered Accountants' Hall 
with a visit to the exam centre; seats at 
the Garrick Theatre to see the play 
'Sleuth', and several days at the Univer- 
sity of Manchester, where they met 


members of the staff and attended an 
informal seminar. 

Next week they will have the oppor- 
tunity of visiting "Thornton Baker at 
Fairfax House, be entertained to lunch 
by The Accountant, and visit the London 
School of Accountancy. They depart for 
the United States on Thursday. 

This is the reciprocal part of the 
exchange visit with the London Students' 
Society. In February of this year the 
Society was represented at Hartford by 
Richard Vinson, Chairman of the Execu- 
tive Committee, and Peter Pennington 
Legh, a member of the Executive Com- 
mittee and then President of ACASS. 


A NOT-SO-SIMPLE AUDIT 
GAME 


ONE of the most effective ways of widen- 
ing and consolidating audit experience is, 
without doubt, through an audit game. 
For the second time, Chalmers Impey 
are mounting such a game for members 
of the London CASS on July 3rd at the 
City of London College. 

The “brain child” of Mr Ken Sherwood, 
F.C.A., a partner in Chalmers Impey, the 
game, which is based on the tangled affairs 
of "The Bodmouth Dogfish Dredging 





Administration Director for London CASS 


AN unusually wide variety of relevant 
experience is being brought to the 
London Chartered Accountant Students' 
Society by Mr Anthony Robb Whitaker, 
A.LArb., A.M.B.I.M., who joined the staff 
on May 14th. He will succeed the 
Secretary, Mr Derek du Pré, who 
retires on June 14th, and will be known 
as the Administration Director. 

Previously, Tony Robb Whitaker was 
Head of the Commercial Department of 
The Industrial Society, working mainly 
in the City with insurance companies, 
banks, stockbroking firms and building 
societies. He had been with the Society 
for three and a half years, starting as a 
management and training adviser. 

A Scot, born in Dumfries, he has 
spent most of his working life in England. 
He served in the Corps of Royal 
Military Police and subsequently joined 
the Bank of America, in which he was 
employed for ten years on accounting 
and operations inspection. His next 
appointment was that of retail accountant 
with Great Universal Stores (Burberry's 
Scotch House Group), and helater became 
manager responsible for all personnel 
and training. 

Married with two daughters aged 14 
and 10, and a son of 6, Tony Robb 





Whitaker has a full life as his interests 
include part-time police work, judo and 
piping. In addition, he maintains a 
keen interest in rugger, his own game 
being one of note in the recent past, and 
he has many parachute jumps to his credit. 

He is a member of an impressive 
number of professional organizations: 
an Associate of the British Institute of 
Management; an Associate of the In- 
stitute of Arbitrators; an Affiliate of the 
Institute of Personnel Management; an 
Associate Adviser of 'The Industrial 
Society; and a member of the Industrial 
Society Mediation and Arbitration Panel. 
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Company”, has been played by many 
other student societies, as well as account- 
ancy firms throughout the UK and the 
world. It is also in regular use by many 
firms as a staff training aid. The game 
has tested the skills of qualified members 
who have found difficulty in reaching the 
right decisions. 

To be played by teams of up to eight 
players each, Mr Sherwood, assisted by 
qualified accountant observers, will be 
the overall director and umpire. 

'The game commences at 9.30 a.m. and 
continues until after 6 p.m. — sufficient 
indication of the many problems that 
need to be solved. Firms will doubtless 
appreciate that the exercise will provide 
valuable training for their articled clerks 
and it is hoped that they will give them 
every encouragement to attend. 

Applications should be made as quickly 
as possible to the Society's secretary, 43 
London Wall, London EC2M 5TB. 


LETTER TO ROUNDABOUT 


Unifying the Profession 


Sir, — It is unfortunate that Mr Pearce 
(‘Roundabout’, May roth issue) in sup- 
porting Mr Nicholson (which he has 
every right to do) harks back again to 1957. 
If he is suggesting that there is in the 
plan to which he refers something of 
benefit to the whole profession of ac- 
countants, would it not be more helpful 
if he were to produce it for the benefit of 
the rest of us, updated, and for the serious 
consideration of the members of the pro- 
fession in 1973? 

Similar, could not Mr Nicholson, in- 
stead of pretending that a majority of 
members of The Institute of Chartered 
Accountants in England and Wales were 
against integration, produce the scheme 
for a federal organization to which he 
refers so that we could debate that as well? 

We might then find that neither of these 
was the real answer, just as the real reason 
for the contrary votes cast by members of 
his Institute may very well have been 
nothing to do with Mr Nicholson's own 
case but rather the nature of the package 
as a whole, or its wrapper! 

I would far rather cultivate the friend- 
ship which exists between people of 
goodwill in all accounting bodies to the 
point of unification than to look back at 
the mistakes of the past. Mr Greener 
(‘Roundabout’, May roth), is, of course, 
correct, and I believe Mr Morpeth has 
put it very rightly in his statement 
reported on page 635 of the above issue. 
It is my belief that most chartered ac- 
countants and certified accountants have a 
mutual and growing liking and respect, 
while this in no way restricts our similar 
respect for those with other names in 
the wider (but single) profession of 
accountancy. 

Yours sincerely, 


R. S. WALDRON, 


London EC4. F.C.A., F.C.C.A., C.P.A. 
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PROFESSIONAL NOTICES 


DELOITTE & Co and HanMoop BANNER 
& Co will merge their United Kingdom 
practices on May ist, 1974. From that 
date, the merged practices will be carried 
on in the name of DELOITTE & Co, in 
which firm the HanMooD BANNER partners 
will become partners. DELOITTE'S over- 
seas practice, carried on in the names of 
DELOITTE & Co and DELOITTE, Haskins 
& SELLS, in close association with HASKINS 
& SELLS of the United States, will con- 
tinue unchanged. HARMoop BANNER will 
withdraw from their existing international 
associations except in the Channel Islands, 
Nigeria and Ghana where their associated 
offices will become part of the DELOITTE, 
Haskins & SELLS international organiza- 
tion. 


DELOITTE & Co, Chartered Account- 
ants, London, and Meston & Co, 
Chartered Accountants, Aberdeen, an- 
nounce the formation of an associated 
firm to practice under the name of 
DELOITTE & Co, at 6 Golden Square, 
Aberdeen. The partners in the associated 
firm are Messrs D. H. McDouca tt, 
A. W. NicHOoLsOoN, W. A. H. Ren, 
R. C. B. Rem, H. D. S. Morrison, 
A. D. BREMNER, W. Goop, A. H. DuTHIE 
and Miss E. P. DAVIDSON of MESTON & 
Co, Messrs M. G. WITTET and J. C. 
SHAW of DELOITTE & Co and GRAHAM, 
SMART & ANNAN, Edinburgh and Glas- 
gow and Messrs R. T. M. McPnairr, 
D. D. Rar SwrrH, S. P. WILKINS and 
P. R. Cooper of DELOITTE & Co, London. 


FOR CA. 


EXAM 
PASSES 





same address without any change in 
constitution. 


CHARLES Hamer & Co, Chartered 
Accountants, of 8 Woodlands Road, 
Middlesbrough, Teesside and Town Hall, 
Stokesley, announce that as from April 
6th, 1973, Mr CHARLES L. HAMER, F.C.A., 
the founder and senior partner retired 
from the partnership. The remaining 
partners, Messrs RoBERT L. WADE, F.C.A., 
and Davip CLARK, A.C.A., continue the 
practice. The name and style of the firm 
remain unchanged. 


Kinc & KinG, of Kirkman House, 
544 Tottenham Court Road, London Wr, 
announce that as from May Ist, 1973, 
Mr N. N. PATEL, A.C.A., who has been 
associated with the firm for several 
years, has been admitted as a partner. 
The style of the firm will remain un- 
changed. 


LANDAU, Morey & PARTNERS, Char- 
tered Accountants, announce that as 
from May ist, 1973, the name of the 
firm has been changed to LANDAU 
MonLEY. They announce also that Mr 
RAYMOND ARNOLD and Mr Davin REEVES 
have been admitted as partners. LANDAU 
MoRLEY's Central London office has 
moved from Cheapside to 47 Berkeley 
Square, London W1X 5DB; telephone 
01—499 8537. 

LANE Heywoop Davis & GEE, Char- 
tered Accountants, of 47 Queen Anne 
Street, London WiM oDN, announce 
that on May ist, 1973, Mr ANTHONY 
MARTIN HENRY BONSER, A.C.A., was 
admitted as a partner. 


OBITUARY 
The Rt Hon. Lord Cohen, P.C. 


Lord Cohen, former chairman of the 
Committee on Company Law Amend- 
ment whose report preceded the Com- 
panies Act 1948, died on May 9th at the 
age of 85. A brilliant man, he rendered 
valuable public service in this and a 
number of other capacities. 

Lionel Leonard Cohen was called 
to the Bar by the Inner Temple in 1913 
and took silk in 1929; he became a 
judge of the High Court in 1943 and a 
Lord Justice of Appeal in 1946. He was 
a Lord of Appeal in Ordinary from 
1951 until 1960. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. 
of postal tuition experience and over 220,000 
principal Accountancy exams, 
Appreciation, Costing, G.C.E., Law, 


and also in 


, , 


LAESA a - Xe KE ETE SAGE HIT E: NM > 
pe ATEN fs a r s Loy PET LAN TE Teo e is UN fet CI LU MI ist 
TE bi THE $ E VST SERRE E dee a ip lig iN S iei 5 A a mathe 
CCOUNTANT May 24th, 1973 
MEsTON & Co continue to practise at the APPOINTMENTS 


Mr Harry Clayton, F.C.Ls., F.I.W.S.P., 
has been appointed joint managing 
director of Reed Executive Selection, 
and Mr Romney Rawes, A.c.A., has also 
been appointed joint managing director 
with responsibility for the South of 
England operations. 









Mr H. Clayton Mr D. Gibbs 

Mr David Gibbs, A.c.M.A., has been 
appointed group chief accountant of 
Spicers. 

Mr J. L. C. Couch, F.1.M.T.A., City 
treasurer of Swansea, is to become 
chief financial officer of West Glamorgan 
County Council. 

Mr Clifford A. Smart, F.c.1s., has 
been appointed treasurer of Ocean 
Transport & Trading. 

Mr Roger A. Goodman, A.C.M.A., 
has been appointed deputy group finan- 
cial controller of Avon Rubber Company. 


A. 


Mr C. L. G. Baker 





Mr R. A. Goodman 


Mr Colin L. G. Baker, F.c.a., chairman 
of the Dunlop-Angus Industrial Group, 
has been appointed chairman of the 
Northern Economic Planning Council, in 
succession to Sir William Reid, C.B.E. 


Mr Alan W. Wick, B.A.(ECON.), A.C.A., 
has been appointed controller of Inforex, 
the data processing systems company. 


Backed by 43 years 
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DOUBLE TAXATION 
United Kingdom - France 


A supplementary protocol amending the 
lividend article in the Double Taxation 
Convention between the United King- 
lom and France was signed in London 
on May 14th. 

The supplementary protocol is subject 
:o approval by the House of Commons. 
The text will be published shortly as 
a schedule to a draft Order in Council. 


Finland 


A protocol amending the dividend article 
in the Double Taxation Convention 
between the United Kingdom and Fin- 
land was signed in London on May 
17th. The protocol is subject to approval 
by the House of Commons. The text 
will be published shortly as a schedule 
to a draft Order in Council. 


Cyprus 


A supplementary agreement revising the 
dividend article in the Double Taxation 
Agreement between Cyprus and the 
United Kingdom was signed in London 
on May 18th. The text will be published 
in due course by HM Stationery Office. 


BANKRUPTCY ACTS 1914 
AND 1926 


The number of receiving orders and 
administration orders in bankruptcy 
(deceased debtors' estates) made in the 
High Court and in the several County 
Courts having bankruptcy jurisdiction 
in England and Wales, during the 
quarter ended December 31st, 1972, and 
also the total number of deeds of arrange- 
ment registered during the same period, 
together with corresponding figures for 
the previous quarter, are as follows: 








Receiving orders and Fourth Third 
administrative orders quarter quarter 
1972 I972 
High Court 369 263 
County Courts 664 582 
Total i 1,033 845 
Deeds of arrangement 
registered .. Es 21 22 


Information regarding the quarter 
ended December 31st, 1972, was pub- 
lished in greater detail, with an analysis 
of the bankruptcies in the respective 
Courts, in the London Gazette dated 
April 24th, 1973. 





Mr T. W. Bullivant, F.C.A., the new President 
of the Croydon Society of Chartered Ac- 
countants. Financial director and secretary 
of J. B. Edwards & Co (Whyteleafe) Ltd, he 
became a committee member of the Society 
in 1970 and has been programme secretary 
for three years. 


THE ACCOUNTANTS' 
CHRISTIAN FELLOWSHIP 


The next monthly meetings of The 
Accountants! Christian Fellowship for 
Bible reading and prayer are to be held 
on Monday, June 4th. The subject 
will be ‘Praying in tongues’ with special 
reference to Acts, chapter 1, verses 4 
and 8, and chapter 2, verses 1-4. 


The City meeting will commence at 
1 p.m. in the Church of St Peter-upon- 
Cornhill, London EC3 (entrance in 
Cornhill, near Gracechurch Street) and 


will be led by Rev. M. G. Peppiatt. Buffet 
lunch will be available (charge 25p) 


during the meeting. 

The parallel meeting in the West End 
has been arranged for the same time at the 
Vicarageof Christ Church, 21 Down Street 
London Wr (near Green Park Station). 
Coffee will be provided. 





The Institute of Chartered Accountants 
in England and Wales 


Disciplinary Committee Hearings on 20th March 1 973 


1. Harold Bedford Johnson, F.C.A., of 
Bromley House, 12 Dixon's Green Road, 
Dudley, Worcestershire, having been 
found guilty of acts or defaults dis- 
creditable to a member 


(a) in that he having informed the 
Institute in a letter dated 3rd 
September 1971 that he would 
deal as a matter of urgency with the 
finalisation of the liquidation of a 
company of which he was the 
liquidator, without good cause had 
failed by 31st January 1973 to take 
any or adequate steps in the matter 


(b) and in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
reasons letter sent to him on 20th 
July 1972 by a firm of accountants 
in respect of the affairs of two com- 
panies belonging to a client of his 


(c) and in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
reasons letter originally addressed 
to him on 14th July 1972 and 


further copied to him on 22nd 
August 1972 by a firm of account- 
ants in respect of the affairs of 
three limited companies and a 
family group of individuals 


(d) and in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
reasons letter addressed to him on 
12th October 1972 by an account- 
ant in respect of the affairs of a 
client of his 


was REPRIMANDED. 


2. A member having been found guilty 
of acts or defaults discreditable to a 
member 


(a) in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him in 
his professional capacity by a firm 
of solicitors on 26th August 1970 

(b) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him in 
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his professional capacity by a firm 
of solicitors on 16th June 1972 
(c) and in that he without good cause 

failed within a reasonable time to 
reply to a letter addressed to him 
on 27th November 1972 by the 
Institute 

Was REPRIMANDED but the Committee 

considered that there existed special 

circumstances justifying the omission of 

his name from the publication of the 

Finding and Decision. 
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SCOTTISH ACCOUNTANTS' 
COURSE ON RECEIVERSHIP 


Receivership — one of the newest develop- 
ments in the law of Scotland — is the 
subject of a one-day course to be held on 
Friday, June 8th, in Glasgow, by the 
Post-Qualifying Education Department 
of The Institute of Chartered Account- 
ants of Scotland. 

The course will be under the chair- 
manship of Mr A. I. Mackenzie, C.A., 
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immediate past-President of the Institute, 
and from 1965 to 1969 the Government- 
appointed receiver of Fairfield Ship- 
building and Engineering, Glasgow, and 
the speakers will be Mr Robert C. Smith, 
C.A., a practising chartered accountant 
who is liquidator of Upper Clyde Ship- 
builders; Mr W. G. Mackey, F.C.A., an- 
other practising chartered accountant; 
Mr D. G. Antonio, secretary of the Bank 
of Scotland; and Professor J. M. Halliday, 
of Glasgow University. 





‘Playfair’ LL 


Compiled by Kenneth Trickett, F.C.A. 


ELI EL. 


Example: BANKER 
CR EIC d 
ES DF G 
HL MOQ 
VWX Y Z 


In a ‘Playfair’ code-square, the letters of the key-word, in which no 
letter recurs, precede the rest of the alphabet in order; 1 does duty for 
I and J. To encode a word, split it into pairs of letters thus: PR EF ER. 
If letters of a pair occur in same rank in square, use letters to right of 
each (for last letter of rank use first letter); if 1n same column, use letters 
below each (for bottom letter of column use top letter); otherwise treat 
them as limits of diagonals of a rectangle and use limits of opposite 
diagonals (PR—IA, not AI, which —RP). Result: IA SG GB. Then 
join into one word IASGGB. Answers to four clues in italics are to 
appear in diagram in code, according to a code-square with a key-word 
which has to be discovered. Most of their letters in their encoded 
forms can be found from interlocking words. Comparison of these with 
their letters in their normal forms yields some code equations, from 
which the code-square used is to be deduced. 


Clues across 
1. Symbolic form of 8; NT perhaps? (4). 
s. Entitled to respect without notice (6). 
9. Left as planned (7). 

10. See to an advance (4). 





11. One with a thousand after tax (6) 4. One involved in suitable authorization (4). 
Yo. Transfer rent at first (6) 5. Successor sounds warm and dry (4). 
I 4. Business material (6). - 6. Very precise record of proceedings (6). 
18. A wrong to right, in short (4). 7. Omit lower post (4). 
19. Bond 5oo entitled to drawback (10). 5. o ga for processing (4). 4 6) 
o A A to AR E TTA NE 7 ct necessary to get a report made up (7). 
. Briefly, a start in discovering property of negotiable instruments ! 3: \oreuc y 7 
a 2 (15) y» E PODES » 15. Accumulated credit on account due to be altered (7). 
26. Deposit Rumanian coin and Russian coin, in brief (4). E 7» eee pore h di ror (4, 3). (7) 
29. Press for the fourth such property (6). a st US with kı Mae yoke d nett Sae s 
32. To exact money from a London district, run around (6). 21. To draw (e.g., money) in Scotland is an improvement (6). 
e. Coin broken in pi (6) 24. Patron having possessory right in court (6). 
a EAM EY s 25. lransferred by written instrument something done by the editor 
36. Order for r,ooo (4). dd», T TAN : g 


37. Perhaps a German administrator (7). (6). 


38. Writer, a pen left as above (6) 27. Where experiments are performed on our workers (6). 
; > 2 . 28. Allow it after forecast of results (6). 
al w ; allowance f aste : : : 2 : . 
39. Deal with a suppressed allowance for waste (4) 3o. Employs a form of equitable ownership (4). 
Re teen 31. Collect 100 stotinki by the end of May (4). 
33. Jumble sale measures (4). 


1. List of figures contributed to newspaper (6). 34 
2. Bills in preliminary form? (6). . 
3. Prize upsets party to bill (6). 


. Inspection late in the morning (4). 


The solution will be published next week. 
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Tobe or not to be 
Recognised? 


Before April 1975, all employers will Please send me ac py n your booklet 
have todecide whether to operate a ‘Be Recognised’ BE RECOGNISED 
Recognised Occupational Pension Scheme Name | 
for theiremployees ortoinclude theminthe Position 
Government Reserve Scheme. 
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This may be a difficult decision and E 
E ee Address 
require skilled advice. 
As one of the leading pensions offices 
with d specialist pensions organisation Post to: The Standard Life Assurance Con pany, 
throughout the country we areabletohelp. — Pensions Department, POBox No4, Elliott House, 
We have prepared an explanatory Hillside Crescent, Edinburgh EH75EN. A4. 





booklet on this subject and will be pleased to ST AND ARD LIFE 
send you a copy, without obligation. 
i Established 1825. Assets exceed £1000,000,000. 
Head Office: 3 George Street, Edinburgh. 


Branches thr ughe ut the United King lom 
and the Republic of Ireland. 
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SHOULD HAVE A ence in maintaining an adequate service to clients, has received markedly less attention 
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COPY FOR REFERENCE the course of their professional lifetime: but when that problem arises, the inevitable 
embarrassment and distress are not lessened by the difficulty (due to the lack of literature) 
of drawing upon the experience of others who may have been similarly confronted in 
the past. 

The appearance of articles on this subject in The Accountant has given rise to much 
interest and the publication of this book will, it is hoped, be helpful and stimulate further 
interest therein. This book is addressed to the accountancy profession in general and 
not exclusively to the members of any individual professional body. Whilst the greatest 
care has been taken to preserve an objective viewpoint, the views expressed are the 
author's own, and have not received any official endorsement; for this reason, it should 
not be assumed that they would necessarily reflect the attitude of the governing bodies 
110 pages of the profession in a particular case. Members of professions are expected to maintain 

y a high standard both of professional competence, and of behaviour towards one another 
Price £1:75 net and the public they serve. There are courses and study matter to assist in the maintenance 


£1:88 including Post/Packing of the former, but very little has been written on the subject of professional ethics. 
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Principals with the 
responsibility for training 
. newly articled clerks 


E should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 





All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and | 
enthusiastic commendation of the students. | 





Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. | 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 








TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES. The Luton College of 
the College Accountancy Prospectus (stating the examina- Technology and Metropolitan College now offer facili- 
i ; . : i ties for integrated oral and correspondence tuition. 
tion in which you are interested) to the Metropolitan ONE WEEK ‘PEP’ COURSES - to assist students in 
College (A1), St Albans, or CALL at the London Advisory areas of weakness. 

. . WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for 
Office, 30 Queen Victoria Street, London EC4N ASX intensive concentration on particular subjects. 
(01-248 6874). After office hours (5 p.m. Monday-Friday) For details of these, and other linked courses write to:- 
telephone messages are recorded electronically. Metropolitan College, St Albans. | 

| 


Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 
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Who'd be a Director? . 


iN 


HE days of the ‘guinea-pig director’ — traditionally 


some well-connected gentleman who lent his title to 
the company's letterhead in return for generous fees — 
are thankfully past. Though the title of “director” still 
carries something of a prestige value in many eyes, it is 
becoming increasingly difficult to understand why anyone 
- should want such a job. 

Quite apart from the special weapons hady to de found | 
in the Inland Revenue's armoury for use against anyone 
bearing this particular label, it will indeed be surprising i 
the ‘Companies Bill to which the Government is now’ 
committed fais to include a further bundle of rods for 
boardroom backs. 

The: accountancy profession, drawing attention to the 
unfulfilled recommendations of the -Jenkins Committee . 
in 1962, would like to see directors’ obligations more, 
closely defined; the Stock Exchange and the City Panel 
are recommending criminal sanctions’ against ‘insider’ 
dealing, the Opposition has been pressing (in the aftermath 
of the Lonrho case) for closer control of perquisites, and 
Sir Brandon Rhys Williams and'others want a compulsory 
quota of non-executive directors on the boards of larger 
comipanies. AP 

A former ‘Minister of Transport was wont to complain 
that he was the only politician with 20 million unpaid 
advisers; but Sir Geoffrey Howe, as Minister for Trade 
and Consumer Affairs, must by now be feeling similar 
emotions. * 

Despite some cogent and well-argued representations 
from both sides of industry, the Government has not closed . 


its mind to the possibility of two-tier boards and worker . 


representation on the European model There is -good 
reason to believe that the impending White Paper. on 
company law amendment is likely to contain some greon 
- overtones in this area. 

Quite apart from legal constraints, .there are other 
pressures and obligations that company boards are finding . 
it increasingly necessary to’ recognize. Thus the CBI's 


Watkinson Report on corporate responsibilities (The 





Accountant, January 2 5th) was. intended to stimulate res- 
ponsible discussion on the adoption of a code of corporate 
conduct, to’ guide and encourage directors to provide 
appropriately for the variety of interests with which they 


are confronted. The Institute of Chartered Secretaries and 


Administrators, however, seems to regard the prospect of 
such a code as a less effective safeguard than a statutory 
requiremént for the principal administrative officer of any 
quoted company to be professionally qualified, and-thus 
‘subject to professional concepts of ethics and discipline. 
Other leaders of professional and industrial opinion, 
including Mr K. J. Sharp, T.D., M.A., F.C.A., Vice-President 
of ‘The Institute of Chartered Accountants | in England and 


Wales, and Mr J. M. Goldsmith, chairman of Cavenham 


‘Foods, have laid considerable emphasis upon the proper 

recognition by business of concern for the environment 

within which it operates. i 
Again, over and above their legal and ethical obligations, 
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M08, boards: have increasingly Fe a: cori-.- 


fronted with thé phenomenon of organized. pressure groups, 


- ..sometimes: of extreme political convictions. - Buying a few 
‘shares as the price’ of admission to à' target company's: ` 


> general meetings has been.a: well- known: disruptive ploy: 
. ‘for: many years, ranging: from the “Railway. Mania’ of the © 


- mid-ninetéerith century, to the days. when, a holding of ten: 


. «shares iñ Gordon Hotels was reckoned to be the City's 
best buy i in entertainment value. ` 


- Other techniques adopted by préssure' groups’ in recent | 


` years. have. included boycotts; picketing, and the dis- 


| ' tribution of. 'anti- uds critical i certain a of. the 
i: d company S activities. Lo | 
b Be: recent. Aims“ of ‘Industry publication! Onan 


i Political Pressures on Conipaniés,. warns against dismissing 
"members of. these ` militant groups as ‘a small, insigni- 
“ ficant j group. of extremists, a pinprick, a bit.of.a nuisance’ 
or as “a ‘cell.iof far-left squibmakers’ who” 'somehow find 
~it easier to ‘gelect their targets. from- companies operating ; in 
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responsible’, 


"ensure that their case. does not Bo by deault-. 


Men 3st, 1973 
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| "Sont Africa, nio S Bank and RTZ. as actual examples) 
"than in Eastern- Europe. T XM 


‘There .are. undoubtedly grounds. D believing that the 
activities of -the Haslemere Group, Counter-Information 
Services and Third World First-— three extremist groups 
identified by Aims: of Industry - represent ‘more a ‘fairly 


-hysterical political policy than a genuine practicàl attempt 
to help”, but campaigns of political pressure ¡can be ex- 


tended almost indefinitely. Given a subjective, ‘assessment 
of which: companies or investment - ‘projects: are: ‘socially 
it is. ‘doubtful whether . there. is even oné 
company that could not be lobbied by someone. ^  . 
The lessons ‘here for ` directors are twofold. First, 
companies can no lónger be. administered in shareholder- 


oriented terms 'alone, without :regard to their. Yesponsi- 
bilities . to employees; customers and society at large; 
Secondly, they must’. be prepared: (as' the wiser ones have 


already done) to .épand: their. information - seryices and 
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AS and competent dunais pro- 
e - fession; -and we do not believe that 
77 7... aspersion of the profession's standards 
^ "js im. accordance: with either Inland 


-^ c. .,Revenuepolicy or the dailyi experience 


+ 
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|, . of most Revenue officials. Trade union 


NOMMENT from last week's: an- 
Inland . 

à = Revenue Staff Federation highlighted 
D - the importance. of accountants making: . 


“nual - conference of tbe 


clear - the | degree of responsibility * 
^ which they have in fact, accepted for 
"any document on. which their name ` 
“appears. Complaining of « sub-con- - 
= tractors and ‘lump’ workers who 
-enjoyed an alleged- bonanza” at other 
`. taxpayers’ expense, one South London 


> delegate observed, ‘Half the accounts 


that come ‘through my hands ‘are not 


` worth the paper. they are written on, 
veven though they have- an: accountant’ S 


"certificate" 


E . To the layman, of course, any. foh. k 
M. of "words appended by an ‘accountant `> 


tó a'set of. accounts is liable to be | 
‘certificate’. — ‘even 
cena the’ underlying records have ` 


x been’ manifestly. unsatisfactory, and. 


the accountant' s report is necessarily . 
confined to. a- statement that the ‘ac- 


"counts. have’ been pue from 


' information supplied. ; i 

“The . Inland - Revenüe j is, howéver, 
y fiot t obliged- to. accept an «account ‘or 
any | other. statement whose authen- 
“ticity” is. suspect, and has itself beer 


open. to some criticism in the: oo for. . 


y” 
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= won, 


"being insufficiently selective’ in this 


regard. In a particularly flagrant case 
(reported i in The Accountan: for Febru- 


conferences, it must. be. 'fecognized, 
. are: sometimes moré - remarkable. for 


, ary roth, 1972), the Inland Revenue, ` 


though: thoroughly” dissatisfied . with | 


the activities of'an- unqualified . ac- .. 


‘countant — who’ was, inc:dentally, .a 


“former Revenue official — Buca 


—À 


-1 


took : no effective steps over a pene of. 


some four years: , ^. ^ o> 


Administration. of. ine" UK: ax. 
structure depends to «a ; substantial. ` 


 &xtent; on the eXistence of an: honour- . 


» n 


MEN. 


"the :;'unfairness" 
control exercised over. Schedule. E 
“taxpayers on. the one hand- and. the 


special pleading. than for objectivity: 

. The: IRSE ‘executive has: béen in- 
‘structed by the conference to prepare a 
case, for submission to the. FUC, for 
ah- adjustment of PAYE tax rates in 
future. legislation, -to compensate fot 
between the strict 


relativé latitude allowéd urider , Sche; 
E D on the, other. 26 Š 
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TN. the firial section — Part y - of the 

Spring Diet of examinations.of The 
“Institute -of Chartered Accountants of `: 
Scotland, 179 of the 464' éarididates : 
“passed, representing a 38-5. per, cent - 
‘pass rate, and 23 (s.per cent) were ` 
referred in one paper. . * 

- Thé Institute's gold medal has been 
together with" the . Canadian ' 
"Prize, the]. €. Burleigh Prize ind the 
first part of the Institute Prize, by Mr 
Derek -Govan Christie, B.A., who was - 
indentured to Messrs William Duncan . 


- Scottish Institute's Examinations - 


. & Co, Glasgow, Mr. John Ércalinick 
Crawford, M.A. (Glasgow) was awarded 


the John- "Mini. Ross Prize, and also 
'sháred.the second part of the Institute 
: Prize with Mt Gordon Howie Butler 
(Glasgow): The €. J. Weir’ Prize, for 
the most (and sufficiently): meritorious 


- candidate from. Aberdeen, "has" been 


-awarded to’ Mr J. J. Lindsay, and the 


: Guthrie Prize for women candidates 


to, Mts ueri Strickland (Edin- 
Eo 
OF 374 carididates in. Part IV; p 


a ‘ 
- P t ^ 
+ i + * 


May 31st, 1973 ` 


(50°5 per cent) passed and 13 (3:5 per 
cent) were referred. Mr R. J. Hume, 
B.ACC. (Glasgow) was awarded the 
first part of the Albert J. Watson Prize, 
the second part being shared by Mr M. 
A. Kay, B.A., and Miss Pauline Weet- 
man, B.A., both of Edinburgh, Mr 
Hume and Mr Kay are both indentured 
to Messrs Peat, Marwick, Mitchell & 
Co, and Miss Weetman to Messrs 
Thornton Baker & Co. 

A full list of the successful candi- 
dates in Parts IV and V will be pub- 
lished in The Accountant next week. 


National Management 
Game Semi-Finals 


IXTEEN teams from various sec- 
tors of industry and commerce 
have reached the semi-finals of the 
National Management Game, 
will be competing between May 3oth 
and June 29th for the four places in 


the final. This will be played ‘live’ at. 


International Computers” training 
centre at Hedsor House, Hedsor Park, 
Buckinghamshire, on July 13th and 
14th. 

These 16 survivors from the original 
entry of 820 include three teams from 
ICI. The insurance industry is also 
well represented in. the semi-finals, 
with teams from the Co-operative 
Insurance Society of Manchester, 
Commercial Union and Norwich 
Union. The London firm of Fryer, 
Whitehill is the only surviving ac- 
countancy firm, 


Benson. 

The other teams taking part in the 
‘semi-finals are from the Manchester 
Business School; Glaxo ` Holdings; 
Mobil Oil; Doulton Industrial Pro- 
ducts; Imperial Foods; the East 
Midlands Electricity Board; and two 
teams made up of individuals from 
various companies. 

The National Management Game is 
jointly sponsored by The Institute of 
Chartered Accountants in England 
and Wales, International Computers 
Ltd and the Financial Times; the 
winners receive a £500 prize and the 
title of UK National Management 
Game Champions 1973. Last year's 


winners, Essex County 'lreasurer's 


Department, subsequently went on to 
become international champions 
against teams from Wales, Ireland and 
Denmark. 


and- 


and the banking: 
sector is represented by Kleinwort 


ACCOUNTANT 
Late Claims for - -.: 
Purchase Tax Rebate 


RADERS who failed to meet the 
time limit of April 3oth, 1973, for 


submitting claims for rebate of pur- 


chase tax and revenue duty will have 
their beleted claims considered by 
HM Customs and Excise, provided 


-the Department is satisfied as to the 


bona fides of the claim. This conces- 
sion was announced in the House of 
Commons recently by Mr Terence 
Higgins, M.P., Financial Secretary to 
the Treasury. 

Any registered VAT trader who 
has not vet made a claim but who 
wishes to take advantage of the con- 
cession should make his claim without 
delay. The claim form (VAT 420), 
and Notice No. 748 which sets out 
the conditions for the rebate, may be 
obtained from any'local VAT office. 
The completed claim, with a letter 
explaining the reason for the delay, 
should be sent to the address shown 
at the head of the claim form. 

Mr Higgins repudiated a suggestion 
from Mr Joel Barnett, F.C.C.A., M.P. 
(Heywood and Royton, Lab.) that 
the Government should have sup- 


743 


ported the Opposition's amendment 
against the April 3oth deadline, rather 
than now be put in the position of 
breaching their own legislation; it was 
the result of having, such a time limit, 
as Mr Higgins claimed, that the vast . 
majority of claims were now in. In 
deciding to introduce the present 
concession, the Government bad in- 
cluded such factors as the needs of 
small businesses and those whose 
stocktaking had necessarily been ham- 


pered by ill-health. 


‘Lonrho Inspectors 


R DENNIS GARRETT, F.c.A., 

a senior partner in Turquands 
Barton Mayhew & Co, has been 
appointed by the Department of Trade 
and Industry as one of two inspectors 
into the affairs of Lonrho (The 
Accountant, May 24th). 

Among Mr Garrett’s earlier assign- 
ments was his involvement on behalf 
of clients in the negotiations which 
arose when Anglo-Iranian was ‘nation- 
alized' by the Arab States, and more 
recently in 1971 asa DTI inspector on 
the inquiry into E. J. Austin Inter- 
national Ltd. 


Tax Credits ‘Worse Than PAYE’ 


MPLEMENTING the new tax 

credit system as envisaged in the 
1972 Green Paper (Cmnd 5116, The 
Accountant, October 12th, 1972), will 
cost employers signifcantly more to 
operate than PAYE and offers them 
no offsetting benefits. This is one of the 
main conclusions of a report submitted 
by the British Computer Society to the 
Government select committee. study- 
ing the proposed new system. 

Proposed methods of handling tax 
credit cazds, although probably oper- 
able, would impose peak work loads 
on employers causing considerable 
manpower problems. The report esti- 
mates that the clerical effort involved 
in handling fax credit cards for an 
organization with .50,000 employees 
would be in the region of 200 man- 
weeks during February and March; 
further, the effort involved in tracing 
employees who have not forwarded 
their tax credit cards, and also that 
involved in returning old cards, is 


likely to be at least as much again. 


In áddition, the data preparation load 
necessitated by tax credit changes will 
increase by at least 100 per cent. 
The report also regrets the proposal 
to dispense with cumulation in favour 
of tax credit calculations on a week by 
week basis, since cumulation offers 
advantages — including automatic ad- 
justment for variations in income, 
simplification of retrospective action 


- and detection of coding errors. An 


extra burden will also fall on employers 
in fulfilling the new system's require- 
ment to record forthcoming changes 
to tax credits which will involve new 
records and a new mode of opera- 
tion. 

Other operational problems will 
arise, the BCS believes, because the . 
Inland Revenue will be dealing: with 
employers through their employees — 
an intrinsically inefficient system and 
one which may harm the effective 
relationship that now exists between _ 
employees, employers and the tax - 
authorities. 
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Defining Capital - 
DEM 


CCOUNTANTS andi investors are . 
familiar with the concept “capital ' 


ihrer and might in. general agree 


1 that it means capital which is used to 


‘earn income in any particular activity. 


On. the otker hand, it is possible to: 
of . 
Ao employed’, dépending on the ' 


provide. alternative definitions 
.,use to which the term is applied. 

‘In a research paper commissioned 
-and published by The Institute. of 


Chartered. ‘Accountants “of -Scotland,. . 
- Capital Employed. (sop),: the joint 


.authors Mr Richard Ling, A.C.A., 
_F.C.M.A., and Mr Roy Powell, 'C.A., 
review the. various definitions. As 


__they observe, the reasons for defining 


. the concept seem to fit into two main 
categories: first; for purposes. of in- 


. vestment appraisal, and secondly for | 


¡management information. 
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Whatever thé purpose of the deine * 
tion, two main problems are involved : 
to decide which assets and liabilities ' 
should be included; and'the basis .of 
valuation in respect cf sach categóry 
of assets and. liabilities. . 

n their conclusions, the authors 
note that until, accounzants, econc- 
mists, investment analysts and. others ' 


involved in such éxercises can agree - 
upon appropriate definitions and. dis- 


crete namés for them, it is desirable: 
that the basis and purpcse of any such ` 


computations should always be stated. 


City Panel i in 1972-73 


RECEDENTS established by. the 
City Panel are obligatory ‘in the 
spirit as well as in the letter”, and are 
now regarded as an important means. 


` tò check abuses as soon as they are 


discovered: Introducing the Panel's 


repoit for the year to March 31st, * 


Management Accountants t to the Fore . 


INCRE: ASING demand for cost und 


A management accounting expertise, 


“A particularly among small- to medium- - 


-“sized industrial companies in London | 
“chartered, certified and ISMA mem-' 


“and the-southern counties, is seen by 


.' Management Personnel, of Guildford, . 


to have caused a ade rise in the 


.. earnings potential of ICMA members. 


- Whereas previous surveys have shown ' 


chartered accountants to have a signi- 


‘ficant advantage at all levels, the _ 
. latest tabulation, based on data sup- - is 
ipis. through. óur, hands during this” i 


- plied. by_6xc accountants `of ' varying 
b edm and experience during 
Six months ended January 31st, 1973, 
indicates that cost and management 


- range can now command salaries equal 


- to, and in some cases exceeding, those - 


' offered to their chartered brethren. 
' The highest salary recorded for 


T accountants, in the 40-- age. group, | 
COMPARISON OF MEDIAN SALARIES OF QUALIFIED ACCOUNTANTS. 
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= See May 31st, 1973 
1973, its bai Lord es. 
writes: “There remain, however, cer- 
tain matters such as. insider dealings 
where the possibility of «criminal pro- 
ceedings is a: necessary long stop. lam 


` confident that, following the joint 


advice of the City Panel and. the 
Council of the Stock Exchange [The 
Accountant, February 8th] the Govern: 
ment will introduce, the ia 
legislation atán early date” ` 
Take-over activity continued at-a 
high level during 1972-73. This was 
the first full year during which the. 


/.. present Rule 11, introduced in October 
". 1971 to control ‘shut-out’ transactions, - 
was in force, and since that date the 


-Panel has received about 150 applica- 
tions in suck cases: 

Tbe present report rehearses the 
_ principles on“ which the Panel will 


‘exercise its discretion ina 'shut-out': 


- situation; in particular, the Code is ‘not’ 
to be regarded as a ‘bidders? charter’; 


' and no particular sympathy is due to 


‘self-described potential offerors’ who: 


may have expressed a vague. and un- 
committed: interest. Nor are directors, P 


' -acting in good faith, required to hawk 


was "3 000, und at this jeudi pers 
~ sonality - and. experience are more 


significant than ` the ` perticular -dis- 
cipline ‘followed by the candidate; 


their company. round the market place... 


- The overriding consideration is that 


all shareholders are entitled to the 


- sáme treatment, and there must.be no 


m treatment pao directors. 


bers being all on a‘ par with. one .- 


“another. This experience, however, 
is not repeated in the median and. 


lower salary groups. 


One conclusion drawn by Manage- -` 


ment Personnel from this tabulation | 
"We have had no young ACCA’ 


period, and our records would in- 
dicate that students of tais qualifica- 
tion have reduced i in number and those - 
that stay the course are qualifying ata. 


- later age.’ -This'in turn is attributed ` 
“to certified accountant students having - 
to make the best, iñ some, cases, of. 


courses. primarily geáred to the needs 
of other examining bodies. 





Wide Liaison with us: 
standards: Board . 


HE ". Financial . Accounting 

Standards Board (FASB);-the new. 
rule-making. ‘body for financial ac-: 
-counting and reporting in ‘the private 
sector. of the American economy, is 
receiving ‘gratifying’ co-operation from 
the Securities and Exchange Com- 
mission, its chairman, Mr Marshall S. 
Armstiong, G:P.A., said recently. Mr. 
Armstrong, . a Past-President of the 
‘AICPA, reported that the ‘Standards . 
Board had met with the SEC Com-. 
missioners and’ staff, and that the 
Commission had pledged its support of 
the Board’s pronouncenients. 

Relations between the ‘Board and 


“the SEC will be on.a footing of 


‘mutual non-surprise”. An FASB mem- ` 
ber has been, appointed to maintain 


liaison with the SEC, and Commission.- 


staff members in turn have been: 
assigned to wòrk with the Standards: 
"Board on each of the seven projects 
-on its technical agenda. E NM. 


~” 


May 31st, 1973 * — | 

- Liaison has also been established 
with the Cost Accounting Standards 
Board (an arm of Congress), the 
- Financial Executives Institute, the 
National Association of Accountants, 
the American Institute of Certified 
Public Accountants, the Financial 
Analysts Federation and the American 
Accounting Association. In each case, 
a member of the EASB is directly 
responsible for maintaining two-way 
communication. 

Mr.Armstrong stressed the in- 
dependent nature of FASB. 'I think 
it is the biggest thing we have going 
for us’, he said. “The sole concern 
of the members of the Financial Ac- 
counting Standards Board is the 
establishment of accounting standards 
which result in reliable financial in- 
formation — information in which 
investors, credit grantors and other 
users: can have confidence. We are 
beholden to no particular interest 
group, though our minds are open to 
all reasoned proposals for change. Our 
primary responsibility is to serve the 
public ‘interest.’ 


Certified Accountants’ 
New Recruitment Film 


A recruitment film is currently 
in preparation for the Association 


of Certified Accountants, and should: 


be -generally available in September. 
Aimed in particular at school leavers 
in the 17-18 age group, the film 
highlights: various career openings 
available to the qualified accountant, 
under the title ‘It’s What You Make It’. 
‘Money’ , the opening commentary 
runs, ‘is at the beginning of all co- 
ordinated human activity. . . . Money 
to build the factory; money for re- 
search and development. Money to 
buy raw materials to supply the pro- 
- duction lines and keep them rolling; 
money to. pay the people who work 
the machines. . . . But who decides 
the way the money flows; who are the 
experts? The answer which the film 
, Supplies, is of course, 'the executive 
accountant; the certified accountant’. 
“Members of the- Association in 
‘senior positions in industry and in 
practice will appear in representative 
situations in the film. Copies are 
being placed in lending libraries, and 
will also be available for showing to 
schools and parents’ association 
meetings. : 


. Financial Executives’ 
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Canadian Institute’ S Research Plans 


R R. D. THOMAS, M.B.A., 

B.COM., F.C.A., who „has been 
Executive Director of the Canadian 
Institute of Chartered Accountants 
since 1960 has taken up a new appoint- 
ment as General Director of Research 
for the Institute's recently expanded 
research programme (The Accountant, 
December 28th, 1972). 

As Executive Director of the Cana- 
dian Institute for 14 years, Mr 
Thomas has played an important 
administrative part in the-rapid growth 
of the profession in Canada. In his new 
role he will be responsible for a 
vigorous accounting and auditing re- 
search programme which can keep 
ahead of the growing expectations of 
business- and government, and con- 
tribute significantly to world har- 
monization of auditing and accounting 
standards. 

To increase this research endeavour, 
the Institute is splitting its Accounting 
and Auditing Research Committee into 
two distinct groups — the Accounting 
Research Committee and the Auditing 
Standards Committee. ‘The number of 
members on both committees and the 
support staff will be substantially 
increased, and more accounting and 
auditing studies will be undertaken. 

An important feature in establishing 
the new Accounting Research Com- 
mittee is that, for the first time, the 
Financial Analysts' Federation, the 
Institute of 
Canada, the General Accountants’ As- 
sociation and the Society of Industrial 
Accountants will each appoint a mem- 
ber to the, committee. 

Speaking on his appointment, Mr 
Thomas said that the best proof of the 
value of research is the extent to 
which government and the business 
community have come to rely on the 


When is Resignation 
Effective? 
ONTINUING his criticisms of 
proposed amendments to Swiss 
law governing the auditors of limited 
companies (The Accountant, April 
12th), M. Marc-Antoine Schaub of 


Geneva has turned his attention to the 
circumstances of an auditor's resigna- 


" 


Treuhänder, 


accounting ion to improve. ace 


counting, auditing and disclosure stan- 


dards. To cope with their needs.it must 
fill the gaps that now exist and reduce 
the response time to new. and often 
urgent matters without impairing the 








* 3 ^ s 
Mr. R. D. Thomas 


quality or interrupting the consultative 


process of formulating pronounce- 


ments. l 

"The new programme will cost an . 
. additional $200,000 per year, bringing 
the total cost of the programme to over . 


$500,000 — although the total cost, if 


account were taken of time volunteered 


by committee and study group mem- 
bers, would be several times that 
amount. 

Mr C. W. Hayward, C.a., of H. R. 
Doane & Co, 


Accounting Research Committee. 

Mr R. J. Anderson,  F.C.A., 
of Clarkson, Gordon & Co, Toronto, 
will.be the first Chairman of the 14- 


‘member Auditing Standards Com- 
‘mittee. A successor to Mr Thomas 


has yet to be announced. 


tion. This, according to the recom- 
mendations of a Swiss federal working ' 


party, would be required to be 


- addressed in writing to the company in 


general meeting, the 
auditor's reasons. 

Writing in the latest issue of the 
Swiss accounting journal Der Schweizer 
M Schaub makes the 


point that it would have mofe value 


specifying 


Halifax, will be the: 
first Chairman of the new 22-member . 
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dfi notice of resignation were to be given 


. to a sole director — or, where there is 
more than one, to the chairmán of the 
- board — for the attention of a general 


meeting. The significance of this. 
-alternative 


is, of course, that it 
identifies a ‘natural’ person with the 
~ duty « of receiving such notice on the 


=" company's behalf. Hé continues: 


- 


. ‘As we understand the proposals, 
. the outgoing auditor would be obliged 
to continue in his rights and duties 
until the next annual meeting. If. this 
should be the annual general meeting, 
he would thus.be obliged to perform 
an audit and to report, irrespective 


4 
Ax 


.: ,^ Of his reasons for resignation -— -be 


they illness, incapacity, removal to 
Australia or a change in his pro- 
fessional circumstances. Is this really 
what was intended? .. .' 


TE would seem preferable, he argues, 


, - to provide that ‘the resignation should 


take effect, unless otherwise specified, 
from the date of receipt of-the letter by 


» the sole director or chairman’. 


E - The Over-Friendly | 
" Societies of Ireland : . 


HE Irish Minister for Finance - 


referred in his recent Budget 


„> speech to the. . Republic's registered 
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friendly societies which have been 
. exempt from income tax when pre- 


cluded from zssuring to any person a 


sum exceeding {1,000 .by way: of 
gross sum or £52 a year by way -of 
' annuity. There had been a sudden 


:  upsurge in the number of these 


. Societies, with indications of an under- 
. lying. purpose of tax-avoidance, he 
. said, so divisions of. surplus. funds 


MR P «would be chargeable | to tax forthwith - 


in the hands of recipients.. 
This terse paragraph. highlighted 


| the rush of né societies since the end - 
"=. + of! 1970, when there were about’ 55 
.. - In existence, with a registration rate 


of about three a year: The rate in- 
creased dramatically i in 1971—72, rising 
to’ 30 in the past half-year. Their 
- objective - was the perfectly legal 


one, of course, of tax avoidance;,- 
: and their success was enormous. 
"The basic theory had the simplicity `` 
: of true genius. Builders, development _ 


entrepreneurs, and property dealers 
merely registered themselves as socie- 
ties with ample fünds provided directly; 
by: borrowing. A property was then 
M by: the oy and sold ata 
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Biot the following day, the profit 
being distributed in full, clear of any 
tax liability, and the society was then 
dissolved; the members’ spoils were: 
also tax free. Needless to say, such ` 
transactions were planned in advance 
and were permissible in law. Several 
successful financial gambits of this. 
kind are on record. 

Not surprisingly, the days of such 


genius nae been short- lived. 


More on Metrication. 


ONTINUING to operate in both 

Imperial and metric units is ‘cost- 
ing the UK ‘a heavy economic price’, 
according to the Metrication Board’s 
fourth report. In 1970, the UK was 
well ahead of her major trading part- , 


. ners who were carrying out the metric 


change, but has meanwhile been over- 
taken in a manner potentially embar- 
rassing to , €xporters. 

In the opinion of the Merenn 
Board, ‘the Government's objective 
that the country should be substan- 
tially metric by 1975 now ` requires 


vigorous use by the public-authorities 


of their buying .power to complete 
their change to metric purchásing, .: and - 
early submission to Parliament of 
proposals for the legislative change 
required to remove legal obstacles to 


.the general use of metric’. 


' Going Metric: Progress in 1972, the * 
Board's. fourth. report, is available 


from HMSO or through booksellers, - 
price .9op (by post, o74p). Other : 


Metrication Board publications which. 


have recently. been revised and re- ^" 


issued include. The International Metric ' 


System .(reference UM); ‘Checklist 


for Managers (MM1); and Infor ming 
Personnel (MM2). > 

“The continued use of two systems, 
it is contended, gives rise to confusion, 


and a short ‘changeover period to 
‘metric units. is claimed . to be. “the 


better for everyone. 


L 


| Management Courses | 


ir Canada 


GRANT of $50,000 - has been . 

made to the Society of Industrial 
Accountants of Canada by the Federal 
Department. of Industry, Trade and 
Commerce towards; the development . 
and.implémentation of advanced man- 
agement courses. This is the maximum 


J . 
T 
An 


“Mas 31st, 1973 
amount cal by the department 
for any single project. | 

The SIA's advanced financial man- . 
agement programmes, "with special 
options for both the private and public 
'sector, are being offered on a, pilot. 
basis in five centres as far apart as 
Halifax and Vancouver this autumn. 
They. wil be introduced in: other . 


centres across Canada in the autumn - 
- of 1974. The government's Bureau of 
¡Staff Development and "Training has , 


. already begun to promote enrolment ` 
within the Civil Service. . 

-The need for these specialist pro- 
grammes was apparent as a result of, . 
the SIA's research into the body of 
_ knowledge which will be required of. 
the management accountant of the- 
future.. The research determined a 


education as well as the development 
of greater specialist skills for those in 
financial management positions in the 
private and public sectors. ' 

There are compulsory and elective 
subject modules in each specialist 
programme. This will enable partici- 
pants to select the coúrses most 
relevant to their needs and to study. 


at their own pace. National examina- . 


‘tions will be. set in each subject 





growing need for a broader business, © 


') 


module - and a certificate. will be - 


awarded to those who complete the 
programme: 
New Patterns in - 
Overseas Banking . 


BAN G competition in the 


enlarged EEC is likely to be 
keenér than ever and, now that the 
barriers are.down, we must expect to 
see the big national banks spreading 
across frontiers, and the British banks ' 
doing likewise.’ This was one of the. 
points made by Mr R. G. Dyson, 
F.LB. deputy chairman of Barclays 
Bank International, in his presidential 
“address to the Institute of Bankers. |. 
^ In time, he said, unification and | 
iesconallzadión of the banking system 
in Western Europe might be reflected : 
in the formation of huge- banking 


' combines under a centralized sup- . 
ranational control. A further prospect." i 


wàs that the growth of the. European 


economy and the continuing. re- 
distribution of wealth ‘should lead'to - 
.a- big .expansion in stock. market 


activity and in private investment. 
throughout the Community. 


l, 


- 
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Taxable Benefits 

(C CONSERVATIVE MPs led by Mr 
Ralph Howell (North ` Norfolk) 


have tábled a motion seeking to make 


all State benefits taxable. Exemption 
' of short-term benefits from taxation, it 


` ta 
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of anomalies where nearly all married 
persons earning up to £35 per week 


would be better off out of work for 
an average of 12 weeks a year — 


resulting in an estimated annual loss 


of revenue of between {150 and {300 


147 
E 


Making all State benefits taxable 


"would help to restore the incentive 


to work; and also to remove injustice 
to those who worked regularly and to 
pensioners whose old age pensions, 
although much smaller, are in all 


is suggested, has caused a vast field million. 


cases taxable. 





THIS IS: MY LIFE 


Birds of a Feather 


by An Industrious Accountant 


S 


JEVE had a mixed lot of auditors over the years. 
One we called the Old Owl, because he looked so 
wise when listening to our problems, though in honesty 


N 


murmured that diplomat soothingly. ‘Just leave it with me, 


- PIL gi’e it my prompt attention and check back.’ 


. First thing next morning, the Cuckoo was in my office, 
quivering with anticipation of villainy unmasked. With him ' 
was our internal auditor, slightly guilt-conscious and ex- 
plaining his absence on sick leave, followed by the computer 
investigation, the year-end accounts, and general work _. 
pressure. | 

He needn't have bothered. When they related Scotty's 
reaction, I knew the worst. He'd bought time. No need to 
guess who'd scribbled his name through the credit books 
last night; too late to regret the absence of a few score of 
photostats of the evidence. Scotty arrived later with the 
bland assurance that assiduous search. revealed only a few 


unauthorized dockets which surely weren't worth further 
mention between us. So it all fizzled out . . . but next 
time, I hope, the Cuckoo won't start to sing prematurely. 


. I can't remember him ever coming up with a good answer. 
We had a Gimlet-eyed Greyhead after him. He cross- 
examined the book-keepers till they almost admitted 
blunders, the payroll men till they confessed complicity, | 
- and the salesmen into crooked pricing. At our weekly chats’ 
I always felt uneasily he was about to announce that 
‘all was known; the jail gate yawned open for me’. . 
"We've also had a couple of Common or Loudmouthed 
Grouses, a Redbeaked Nightjar, a Spotty-faced Nitpicker, 
and some young Bearded Geese, but last week's man won't 
be.forgotten. He was the original Early Warbler Cuckoo. 
, He fell upon our sales invoices smartly enough, testing 
postings, analyses and prices, and was modern-minded 
enough to look at the percentage profits in each department. 
- This pleased me, because too many auditors never get; 
beyond the financial columns, so I encouraged him by 
- -displaying the annual graphs. He was fascinated. 
Next day he spot-checked the credit notes, and as luck 
= would have it he found several unauthorized in Ladies’ 
. Wear. Our procedure is that Bertie, Scotty's deputy, 
examines all these monthly throughout.the store and ` 
personally certifies the big ones, thus ensuring two sig- 
natures and no handbacks; but Bertie. has been known to 
= eee pressure, and obviously he’d slipped up 
adly. | 
Another auditor would have tested the departments 
far and wide and accumulated the evidence in black and 
white, but the Cuckoo stopped listing when the numbers 
mounted up rapidly. Getting no satisfaction from the 
Ladies’ Wear manager, who committed himself to nothing, 
he went to Bertie for satisfaction. un 
In fact, he ticked Bertie off pretty bluntly for his sins 
of omission. That blot on the landscape gave back angry 
shot for shot, so after a.blazing row they went to Scotty. 
He's an old hand. 'Verra disturbing, verra significant, 
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. The Finance Bill proposes. new tests of md before companies may. qualify for group 
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‘Ownership’ for Tax Purposes - 


“Yield, Assets or Share Power? TP 


` relief or surrender of advance corporation tax. These proposals echo the pattern evolved |. P. | | OS 
`. for close companies over many years-as a test of ownership in a small compass. ` ^ RS. p x 


" The rules in that context have been repeatedly modified and it seems too much to expect ` ce 

ey ; hat the terms of the Finance Bill as published are final. This article details the-existing = © >= es 

7^. rules applicable to close companies, and sketches ae outline of similar rules proposed for > ES 
x E company E on a wider scale. . ! 
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(genos IT of the: Companies Act n states that 
no notice of any trust, expressed, implied or construc- 


pi E o tive, shall: be entered on the register of ‘members or be 
c receivable by the registrar “of companies for - England. 


q BIOHUBNEN this simplicity is not followed .for tax 
“purposes. Section 303 of the: Taxes Act 1970 defines: a 


. “participator’, in relation to any company, as a person. 


“having a share or interest in the capital or income of the 
‘company. Without prejudice. to. the generality of that 
o the term “participator” also includes four distinct 
. Classes of persons, each of which offers considerable Pour 
bilities of extension. 


- Nor is that all. In some contexts the. legislation blendiy: 


_ declares that any reference to a participator includes an 


‘associate’ of a participator — who: in turn is defined in. 


terms of three classes. The third class of. associate' com- 
” prises any person interested in any shares or obligations of-a 
company which are subject to any trust (or are part of the 


estate of a deceased pon if the participator is interested * 


jinthem. 


- Fortunately, there are some kinds of trust which do not” 
. cause the parties interested to be branded as associates. . 
_ of someone who happens also to be interested and who is à 
- ‘participator in the company in which the trust has shares. 
- One such exemption concerns superannuation funds and. 
retirement schemes (‘top-hat’ schemes) approved under 
sections 208 or 222; some old-fashioned schemes mentioned | 
.- jn section 224 are also ‘exempted. Of course; the new code: 
++ «of approval in Chapter II of Part II of the Finance -Act 


1970 likewise confers exemption.. 


- . “The case of Heather v. P-E Consulting Group Ltd (so. 
A'TC 461) drew attention to the possibility of funding, 


. at the expense of a company — allowablé for corporation 
_ tax — à scheme operating under the sanction: of section 54 


- (1) (b) of the Companies Act 1948 whereby shares are: 
ru acquired for the benefit of employees. This represents -an 


‘advance on what.might be described as the ‘fringe benefit’. 
type of trust illustrated by Trustees of Wernher's Charitable 


i We Trust v. CIR (16 ATC 73; 21 TC. 137) where recreational . 
- facilities were provided. Hence the “associateship*. nexus" 
| is.not to be bróught into being by common interest in a; 
du -trust which is ERE for the benefit of thé di 
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or the employees and directors, of- a company and their” 


. dependants. .; .- 


"The term ‘director’ includes. ariy. person who; idi on 


+ his own or with.one or more associates, is thé beneficial - 


owner of at least 20.per cent of the- ordinary share capital 
or is able to control that percentage directly or through the 
medium of other companies or by'any other indirect means. 
In this, context (and above) thé expression “either on his 


own oz with’ requires a person to be treated as owning (or : 
- controlling) what the. associate (or relative) owns or-con- . 


trols, even if he himself (the person whose status as director. 
or exempt beneficiary is in question) does not own or 
contro. any share capital of his own. | 

However, beforé a person can be treated. asa me | 


under this 20 per cent formula; it has to be established that . 


he. is a manager of the company or otherwise concerned in 


.the menagement of the company's.trade or business. An ` 


illustration of such an instance appears in CIR v. Monnick 
Lid (23 ATC 212; 29 TC 379): The expression : “director”. 


also includes any person occupying the position of director 
.by whatever name-called, and any person in accordance ` 


with whose directions or instructions the diréctors are 
accustcmed to act. | 

Any relative or pàártner of a participator is his*associate. 
If a pzrticipator is a settlor (interpreted in section-454) then” 
the trustees of his settlement are associates. If any relative. 


(living or dead) of the participator has made a settlement, 
then te trustees are associates of the. id Ad 


ta *- 


Four classes of participator ~ 


A ‘loen creditor is a “special class. of participator, con- . 
sidered separately below.' Using the expression “distribu- 


-tions' to exclude the wider -meaning for closé' companies 
which embracés ` benefits (section 284) and interest 


(secticn’ 285), a. participator is -also- any person who 
possesses Or is entitled to acquire a right to réceive or 


‘participate in distributions or any amounts payable by the 


company in cash or kind to loan. creditors by way of | 
premium: on redemption, 
„Another class of participator comprises any person who 


"possessss, or is entitled to acquire, share capital or voting 
rights in the company. The fourth class is represented by - 
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any person who is entitled to secure that income or assets 
‘(whether present or future) of the company will be applied 
directly or indirectly for his benefit. In this context, 
references to being “entitled” to do anything apply where 


a person is presently entitled to do it at a future date, or 


will at a future date be entitled to do it. 
A loan creditor is identified under four descriptions. 
He may be a creditor in respect of any debt incurred by 


the company for any money borrowed or capital assets ~ 


acquired by the company; or for any right to receive 


income created in favour of the company; or for considera- _ 


tior the value of which to the company was (at the time 
when the debt was incurred) substantially less than the 
amount of the debt, including any premium thereon; or 
he may be a creditor in respect of any redeemable loan 
capital issued by the company. m 

There is another possibility. A person may not be a 
creditor in the foregoing sense, but may nevertheless have 
a beneficial interest 1n any such debt or loan capital. If 
‘so, then to the extent of that interest he ranks as a loan 
creditor. | 


Identification of close company - 


Having established who is or may become a participator or a 


director, one can consider the method of identifying a 
close company. Some companies cannot be close; such as a 
company not resident in the United Kingdom, a registered 
- industrial and provident society, or:a building society. 


. Other companies can escape classification as close if they: 
can pass a double test. Thus a ‘Crown’ company has to be. 


controlled on behalf of the Crown and must not be capable 
- of answering the usual tests for a close company in such 
a way as to yield a positive result in terms of control by 
persons acting independently of the Crown. ` 
^ ‘This sounds nonsense. How. can a company at the same 
time be under the control of one set of persons and also of 
another? The explanation lies in the application of distinct 
sets of criteria of ‘control’. Unless it is firmly appreciated 
that there are different kinds of litmus paper which will 
each give different acid test results, it is impossible to 
grasp the fact that a ‘non-close’ result obtained with one 
set of paper is insufficient without similar results from all 
the other prescribed tests. _ i^ 
The definition of ‘control’ in section 302 corresponds 
broadly with common sense. In general a company is 
close if under the control of participators who are directors. 
A company is ‘close’ if under the control of five or fewer 
participators. | ái 
Control : 
The general idea of control is expressed in terms of the 
exercise of. control or the ability to exercise or entitlement 
to acquire control, whether direct or indirect, over the 
company's affairs More specifically, there are three litmus 
papers to be used in turn. The test is fulfilled by possession, 
actüal or prospective, of the subject-matter of any one of 
these. INE as 
- . One is labelled “the greater part of the share capital or 
issued share capital of the company or of the voting power 
. in the company”. The next is “such part of the issued share 
capital of the company as would, if thé whole of the 


i 


income of the company were in fact distributed among 
the participators (without regard. to any rights held by ` 


. anyone as loan creditor) entitle the owner to receive the 


greater part of the amount so distributed’. The third reads 
‘such rights as would, in the event of the winding-up of the . 
company or in any other circumstances, entitle him to 
receive the greater part of the assets of the company 
which would then be available for distribution among the 
participators. - — A a 

These three types of test are quite familiar. Shares are 
often valued on a yield basis, or on an assets basis; and, 
for estate duty purposes, control during recent lifetime is 
significant in valuing a deceased's interest. It will be 
convenient to refer to the three labels as the ‘yield’ test, 


the ‘assets’ test and the ‘share power’ test. It will have 


been noticed that the terim participator is at the heart of 
the yield and assets tests so that there was no escape from 
all the stodgv reading which brought out the possible 
meanings of that term. "E 

Some of the stodgy reading dealt with associates, and 
that was necessary too. To make the step from one person 
having control to five or fewer having control, one must 
grasp the rule in the substituted section 302 (3) that where 
two or more persons together satisfy any of the yield, 
assets or share power tests, they are to be taken to have 
control of the company. But the original subsection 302 (6) 


declared that there may also be attributed to any person 


all the rights and powers of any companies which he con- . 
trols and of any companies which he and his associates 
control. In this connection nominee holdings are. at- 
tributed to the participator or associate to whom they 
relate. 

However, the process does stop short at associates of 


associates. The rights and powers of an associate of an 


associate of a participator cannot be attributed to the 
participator. 


Yield test | 


In bold, red.type, one should keep before one's eye the 
command: 'such attributions shall be made as will result . 
in the company being treated as under the control of five 
or fewer participators if it can be so treated'. The most 
insidious channel of control is that resulting from. the 
yield test. As Lord Melbourne observed of the Order of 
the Garter, there is no damned merit in it. Five individuals 
might bétween them respond to the assets and share power 


tests to the-score of 49 per cent, yet the fatal five or fewer ` 


nexus might come into being because the yield basis : 
could ascribe a share in apportioned income of over 
50 per centto them. 

This hidden hazard is mainly significant in relation to the 
subsidiaries of public companies. In the first place, section 
283 offers a wide measure of protection to companies of 
which not less than 35 per cent of the voting shares are 
quoted and held by the public, and not more than 85 per 
cent of the voting power rests with the principal members. 
Such a company would be non-close. | 

Secondly, a company is non-close if it fulfils the second 
of the double tests mentioned above (the first related to 
Crown companies). If it is controlled by one or more non- 
close companies, the second part of the test requires the 
use of the eye of a needle: can it be treated as a close 


S 


E 


2 “company on the five or fewer basis aiak using a non^ 
„ “close company as one of the five or fewer? - 


Imagine : a company with seven individual cartons" 
of 7 per cent each, and three corporate shareholdings of 
17'per cent each. If all were unconnected, the company 


«would be prima facie non-close if the shareholding c com- 
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^. Except where.a company is ' protectéd by a quotetion 
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."Apportionment of income ^ 


under section 283, close company status results from the . 
yield test applied on a see-through basis. This involves, 
as a preliminary step, the assumption that both the company . 


.; under examination and every other relevant ^company: is 


a close company so as to permit of apportionment of income 
.'as-contemplated by Schedule 16 to the Finance Act 1972. 
Going the whole hog by way of apportionment and sub- 


ee apportionment in all directions, one looks to-seé if more - 


than half of the income of the company under examination 


E could end up in the hands Of five or fewer participators 


"(or of any: number of. director- -participators). As this 
. approach involves looking at more than. one company, 


.'9ne.is up against a problem ‘as to how participators and 


m 
te 
E 


^ directors are to be identified in relation to the tests. -The 
+ rulé in section 282 (2) is that one is to take note only of 
' persons among whom. the original company's income :is 


~ finally apportioned: as the result'of the whole process; but : 


‘the tag of participator or director is attached to them if 
that tag fits in relation to any company along s line of 


. apportionment. 


. Evidently the share power and assets tests give a negative 
- result, in circumstances where the company under ex- 
amination is prima facie 'controlléd" by non-close'companies 
" (in this connection, non-resident companies, must fulfil 
the criteria applicable to^ United Kingdom non-close 


- companies: before they can enter the.formula as such). 


- However, the yield basis could lead to a determination of 
"close status because this involves .arithmetical exercises 
-in apportionment. Thus, in, the foregoing. example, if 


d each individual had been -entitled to the income of 7 per 


. cent of each shareholding company, the original: company | 


would have been close. 


a 
r 
te 


-One special situation concerns: loan creditors; A ‘petson - 
carrying on the business of banking is not to rank as a 


: Joan creditor as regards money ‘lent in- the ordinary € course 
. of that business. . 7 


>h, 


>> A further privilege .is. grafited when: working ‘out. the 
+= assets test for a company controlled by a non-close company 


* ” 


- 


"which seeks to satisfy the “eye of a needle’ test. It could 
>. easily happen that a significant proportion ‘of the assets: 


_ could be ascribed to a non-close company — perhaps a- 


-. business.supplier —but not one which, carried on banking. 


“ Should the company under review satisfy the eye ofa, 


` needle tést by reference to share power and yield, it will 
not fail if it passes the assets test only on the footing. that 


'."non-close- companies: cannot be treated as loan creditors... 
Ta all circumstances, however, the exemption for quoted: 


~ companies satisfying section 283 is of paramount effect. - 
The infra-structure of critical relationships brought into . 


af 


.existence for close company purposes will assume a wider: 


eon ee in relation to group relief and surrender of 


advance COIpetunon. tax when the: provisions . of : the . 
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m Bill tke effect., The as test will require. that. a. 
parent company shall be beneficially entitled to more. than’ 
50,75 or go per cent of any profits available for distribution 
to equity holders. of. the subsidiary, and the assets test 


. will apply similarly to assets of. the subsidiary available 


. for distribution to its equity holders in a winding-up. | 
Equity holders aré a new breed who can be recognized by: 
contrast with participators. Holders of fixed-rate preference 


. "Shares do not rank as equity holders, those who are brought- 


in as loan- creditors do so — inclusive of loan creditors who! 
escape for close. company purposes on the footing of the 
. “banking’ exemption noted in a postscript above. .On-the. 
. other hand; no one is branded as a loan creditor except in 
relation to loans which are not ‘normal commercial’. 

The critéria to be established here are derived. from 
those which stigmatize bonus issues and hollow repayments. 
of capital as distributions. One starts with the expression 
“new consideration’. as identified in that contéxt and such. 
consiceration must form the córe.of a normal commercial 
loan. The creditor “who does mot wish to end: up as an 
equity holder will be 'éntitled to a fixed rate ‘of interést. 
which does-not exceed a reasonable commercial return on’ 
that core of new consideration, and which does. not carry. 
repayment entitlements out of line: with those attached to 
quoted sécurities. Conversion rights into shares or other 
securities are anathema, as is any right to additional items.. 
of that natüre. 

A soecial class of: équity holder is to > be-ideitified i in 
“relation to. assets for which a company. obtains first’ year 
allowances (or scientific research allowances) but which, 
are used for the purposes of'a trade by someone who has.” 
provided new consideration for shares or securities in the’ 
company. This rule applies where the trade oe to 
Someone connected with the source of. finance... p 


sf! 
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Percéntage distributions: 


The expression ‘Joan creditor is thé only direct extract. 
from the legislation for close companies considered above, 

but the concepts in the new legislation are not dissimilar. , 

This is because the process of -apportionment and sub- 
apportionment for close companies is one converse to the 
method of aggregating percentages of equity holdings to. 
arrive at the' percentage to which one company is. bene-: 
“ficially entitled in another. . 

Separáte tests are applied on:a yield basis when. the 
profits of, the relevant accounting period are deémed to be 
distributed in full in money — an approach which offers a 
more certain path than that under apportionment, rules 
where-there are elements of discretion. Because of this 
specific attitude, it is necessary to postulate profits of £100 in 
a case where the underlying company in question has none. 

. When dealing with the assets basis, the approach is 
similar, using minimum net assets of £100. Given. the 
position of loans in relation to equity-holders, it is necessary 
for such loans tó be grouped with. riet assets available for: 
distribution and not deducted with other liabilities. ` 

However, there are further provisions of extreme com- 
. plexity and in any situation out of the ordinaty — which is, 
presumably what the legislation aims at — it is by no means. 
clear that there is only a single conclusion. Parliament, it. 
may be thought, should have: provided machinery for 


securing an advance clearance from the Inland Revenue. | 
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Audit of Marketing Functions 


ARKETING starts by identifying either latent or 

actual demand for a product or service, assessing 
whether your organization can provide the product com- 
petitively and what profit can be made; how the product 
should be priced; advertised, promoted, packaged and sold. 
Storage and distribution of finished stock, and operation 
of the distribution network, are further integral parts of 
marketing. Selling is ERE one aspect of the total EE. 
function. 

The marketing staff in any company are vitally con- 

cerned with profit; I maintain, perhaps with some bias, 
that they are the only people who actually create profit. 
Profit is earned only when a sale 1s finalized, and only one 
branch of an organization achieves sales — the: marketing 
branch. It is this uniqueness, of being the profit earner, 
which makes marketing different from all other aspects. 
- - Consequently, if the internal auditor is to play his part 
in profit earning — and let me say immediately I think he 
should - he must get fully involved in the marketing 
operation. To get himself involved, without making a 
meaningful contribution, is a waste of everybody's time. 
What I hope to explore in this paper, is how I, a market- 
ing man, see the internal auditor making a contribution in 
the marketing field. 


Internal auditor's contribution 


Irrespective of the business, I maintain that the effect 
. marketing has on capital employed, directly and indirectly; 
the effect it has on revenue expenditure, directly and in- 
directly; and, most important of all, the uniqueness of 
marketing as the profit earner, earmarks the fünction as one 
which requires special attention by the internal auditor. 
If he does not, the internal auditor will not be a “profit” at 
- any time, never mind about ‘in his own time'!. 

How can an internal auditor really and truly make a major 
contribution in his company in terms of profit, unless he 


tackles the marketing area in depth? I think the biggest. 


contribution I can make here, therefore, is to explore the 
various facets of marketing, with particular emphasis on 
the areas where numeracy, especially in financial terms, 
will be of benefit to an organization. Let me do that and 
start with forecasting, or, to use a more in' term, identifying 
the volume of demand. | 
In spite of the development of sophisticated statistical 
techniques and computer- -based routines, most forecasts 
of an organization's sales still have a large element of judge- 
-ment included in them. Forecasting is still.as much an 


"The theme of the conference was "The internal auditor — a profit in his ` 


own time”. 


The Creation of Profit 


by G. HARDWICK, A.C.I.S. 
Regional Director, Midlands Dunlop Ltd 


art as it is a science. Unfortunately, the judgement included 
in forecasts is usually, if not mostly, that of an cfficial of 
the company who has a responsibility for achieving the 
forecasts. Now many marketing men, or to be more par- 
ticular, sales executives, are seriously influenced in the 
judgement they apply to forecasts by happenings in the 
weeks or even days prior to the finalising of the forecasts. 
If a marketing director meets a customer in the morning 
who tells him that sales have been poor recently, he will 
not agree in the afternoon to forecasts showing a ro per 
cent improvement in volume in each of the next three years. 
On the other hand, if he succeeds in obtaining a large order 
during the morning, he is likely to argue strongly in the 
afternoon that the 10 per cent growth should be higher. 
^ This obviously isn't good enough. If you, as internal 
auditor, have a responsibility for examining and comment- 
ing on profit forecasts, you must satisfy yourself that the 
sales volume forecasts have a reasonable basis. You are 
numerate, disinterested and unemotional, and should there- 
fore be able to comment on the validity of the forecasts. 
I am not going to enlarge on forecasting techniques — that 
would be an exercise in itself. I would just like to suggest 
that you should watch for the following kind of things: 


(1) Compare actual sales volumes with forecasts for.the last 
three years. Establish why the deviations occurred and 
inquire whether some of the reasons could reoccur. 


(2) Be suspicious if the forecasts have been derived from 
only one base, e.g., economic factors such as estimated 
growth in consumer expenditure. I always like to see a 
comparison of two sets of forecasts which have been 
formulated from two entirely different staring points. 


(3) If forecasts are made of your own company’s sales only, 
try and get the procedure introduced of forecasting total 
demand for the products which your company sells. In 
this way you can see if your market share is forecast to 
increase or not. Numerous questions can arise from this. 

(4) Beware of what I call ‘ever increasing product demand’. 
If sales have increased every year ever since a new 
product was introduced, rarely will you find a forecast, 
even if it is for ro years ahead, which will show sales 
volumes reducing. Yet we all acknowledge the theory of 
the product life cycle — every product has a limited life, 
after which demand will fall away. 


Market research 


Let me turn to market research, which is a uci which 
should play an essential role in the formulation of the 
plans of most companies. Rarely does it do so, and, more 


- The substance of a paper presented to the recent West European 


Regional Conference of the Institute of Internal Auditors. 
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of a.very dubious nature. If meaningful and accurate results 


areto be obtained from market research, it has to be 
|. ¿planned and executed with a lot of skill. "When research 
. - fails in its objective, it is usually because the wrong ques- 
-. .tions have been, asked, or been asked in the wrong way — or 
ts sometimes because the wrong interpretation has been made. 
“++ ofthe data which has been generated, 
.'" + Tf your company undertakes a programme of ‘market 
. research, it should be essential reading for all audit per- 
- sonnel involved i in and around the marketing function. If - 
. . the research is comprehensive and of a continuing nature, 


it can help the audit to know so much more about the mar- 


ket-place. After all, it is in the market-place where the real |. 
^ work of the marketing function is done, and the internal 


auditor needs to have a good appreciation of the market 


+ conditions if he is to play a-fully contributory role in: the 
*- = management of the company. : 


. The internal auditor should feel completely at home 


e when dealing with market research results. Everything is 


quantified, the questions have been formulated objectively 


. _ and much of the emotional parts of’ marketing are not in- 
. 'cluded- My advice to you is have a good look at the market 


research exercises your company has undertaken over tlie 


. "Jast. two years or so. I should be surprised if the results are 
not a help to you in your audit work and in-your audit 


programmes. I should be even more surprised if you'are not 


-. able to criticize constructively some aspects of the research, 


or indicate ways in which it can be improved. . ~. 
Let me move on to advertising and sales promotion. 


Lord Heywocd, when ae was chairman of. Unilever, once’ 


said, ‘I know 5o per cent of our advertising i is wasted; the 


| problem i is, I don't know which 50 per cent.” Times haven't 
_ changed a lot though, thankfully, they have changed a bit. 
- Think of how much ycur company spends on advertising 


and then look at your audit programmes; are they adequate 


: — and are they penetrating? 


In a number of companies I know, the audit programme 


‘consists of taking a sample of invoices for advertising and 


Salés promotion, ensuring they liave been authorized by a. 


responsible official and seeing that they have been paid. I 


know of no function of a company other than ad- 


r 
- 


' vertising, where the’ ccmpany’s professional advisers — in 
this case their advertising agents — get paid a percentage _ 
+ of the amount of money they-advise the company to spend. 


`‘ 


Advertising abuses 


.' There is the area of co-operative advertising whee a com- 
+ - „pany pays perhaps 50 per cent of the cost of an advert, 
` _. placed by a dealer or distributor, on cóndition that the - 


company's products are included in the advert. One com- 
pany I know had what I can only describe as very loose 
procedures for payments of this kind. They found that 


"they had been paying 50 per cent for adverts: s 


(a) which never existed; 
(b) existed, but advertised a different company ’s product; 


` (e) where the payment had been made for a series of adverts, ` 


“but the content had been changed half way through the 
‘series; and 


(d) where the cost quoted by the. dealer had been doubled, 
, and asa result the company had paid the total cost of the. 


advert and not the 50 per cent which had been planned. - 
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. The ns result of. this exercise was that the - 
company lost a lot of business. If the system isn't tight — 
and there is no difficulty whatsoever, may I say, in introduc- > 
ing an adequate system — you ny save-your a some 
customers by doing so. 
It is the area, of sales promotion which I think would. 
cause me the greatest headache within the. marketing - 
function if I were an internal auditor. One finds in the sales 
promotion area one is spending money for: .. 
(a) material. things like calendars, , diaries, and point of sale 
signs; 
- (b) pretty young ladies to try and make receptions or exhibi- ~. 
tion stands more. attractive; 
(c) ideas; and ! : 
(d) resources of various kinds which a | company finds it needs 
for short periods of time for specific purposes — marquees, 


special purpose, caravans, or closed circuit television E 
facilities, 


= 


"Ihe reed for .this razzmatazz may be difficult : to under- 
stand, because it is so far removed from anything else one 
comes across in other fanctions’of the company. Beware of . 
such an attitude — because it. can n lead to problems, 


- Rd 


Establish standards 


Get as immersed in the exhibitions that your company 
puts on as you can; go and see your company’s stands at . 
exhibitions. Get yourself invited to some of the press 
conferences and sales conferences which your company | 
organizes, Talk to your counterparts in similar companies ` 
(surely that is one of the purposes of your Institute), and 
it won't take you long to establish what is reasonable and 
enable you to establish standards, even if subjectively based. 
It 1s better to have subjective standards than no standards 
atall — 7 
Some people claim that. marketing i is another: name for * 
selling; most enlightened: people maintain, quite correctly, 
that selling i is only one part of marketing and the major 
argument is how big a part. I fully support the contention 
that selling is a part of marketing; and unless the other 
aspects of marketing — advertising, pricing, packaging, and " 
product planning — are fully integrated with the. selling ` 
activities, a company will always fall short in the market- . 
lace. 
: There are a number. of different aspects with which the 
auditor can and should concern himself; much, of course, 


. will depend on his terms of reference. What surprisés me 


in mary selling operations is the absence of any kind of | 
diagnostic standards. If we take the monitoring of sales- 
- men's activities, we often find that the only standard he is 
measured against is whether or not he has achieved his 
target sales. If he hasn't, we find ourselves in the position of. 
asking him why, instead of telling him why. To CODO a 
sales force effectively óne needs to know: 
(a) how many calls you expect à salesman to make each day, 
and how many he has been making; 
(b) or: how many calls each day. you expect him to see the -. 
person he has called to see; and 3 
(c) what ratio of orders. to calls you expect. : 


There are many more, and I think the internal auditor can - 
be a sübstantial aid to sales management if he looks at the 
controls and comments on them. Whether he should com- 
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. ment on the results which have been achieved will vary 
‘from company to company. However, he should comment 


on controls themselves, or, more importantly, the lack of . 


H 


them. 7 


I would like to end with a few words:on pricing and prices. | 


A variation of 5 per cent on prices has a much more marked 
effect on the profits of most companies than would a much 
more substantial percentage variation in the volume of sales. 
Moreover, one finds in many companies a scale of prices 
+ from which it is quite commonplace to deviate, either by 
charging different prices on invoices, or by way of a credit 
note. | f , 

I am sure that all your audit programmes include 
provision-for'ensuring that all invoices where prices de- 
viate from the norm, and all credit notes, are authorized by a 
E t : X 


- i ~ 
` - + * 
4 A - 


MANAGEMENT INFORMATION 


” 


, 1 25 


e 
~ 


M ORE and more companies.are finding themselves 


Asitting down to negotiate with white-collar unions. | 


. The March 1973 issue of Industrial Society suggests that 
many others are still in a position to influence materially the 
future pattern of negotiations in this sector, if they take 
the initiative now by establishing agreements with selected 

- unions and actively encouraging staff to join those unions. 
The alternative is for companies to concede the- initiative 
to the unions, and to risk importing into their white-collar 

‘industrial relations structures and attitudes similar to those 
which have bedevilled the blue-collar sector. E 

White-collar unions are growing fast (by 1970, white- 


collar employees made up almost one-third of trade union. 


" membership) and, as Industrial Society indicates, they are 
becoming as active and vociferous as the manual workers’ 


- unions. During the past decade, expansion in the non- 


manual sector has been stimulated by increasing competi- 


tion- between the independent unions such as APEX. 


(Association of Professional, Executive, Computer and 
.. Clerical Staffs); and ASTMS (Association of Scientific, 
Technical and Managerial Staffs), and the white-collar 


' , Sections of such major industrial unions as the GMWU and 


TGWU. 

' Changing attitudes | 7 p 

- Part of the growth in white-collar unionism.derives from 
'the changing balance. between manual and non-manual 
employment, but recruitment.has progressed faster than 

- this trend alone would explain. The: reasons for this 
increased penetration in the sector can be traced to the 
: gradual erosion of traditional white-collar differentials of 


' security, status and salary by the better-organized manual | 


workers; changes in the structure of society which have 
„swept away many of the accepted behaviour patterns which 
previously inhibited middle-class militancy; and to the 
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collar field: LEM EM ane 
(a) An insurance group employing 23,500, of“ whom . 
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| responsible official. Is this enough, in view of the effect 
of price variations on your. company's profit? I have asked" 


the question; I don't intend to answer it~ simply because 
the procédures, organization and systems which operate in 


different companies vary to such a degree that the oppor- , 


tunitiesor problems piesented-are equally various. -` 
The marketing field is one in which the internal auditor 
shóuld concern himself in depth. 1 have deliberately. 


stayed .away from subjects like stock, salesmen's expenses 


and samples; what I have tried to do is interest you in 


some aspects of marketing in which your activities may 

‘have been only.superficial. I suggest that, to make the 
contribution to profit which you are capable of doing and 
qualified to do; you cannot afford the luxury of not knowing 
the market-place better. : a Po 


4 


m 


determined efforts of union organizers to attract support. 


from previously non-unionized staff. The rate of expansion 
has been greatest in city centre offices which are not 


directly attached to factories and which consequently have: 
no established contacts with industrial unions. In these «= . 


offices, the specialist staff unions háve been significantly 
more successful than the general unions. `. z 

During the same period, more employers have come to 
accept the idea of uriion representation for office workers. 
The work of the Commission on Industrial Relations has 


probably been responsible in part. for this change in. 


attitude. - Ina number of cases, the Commission has 
specifically recommended the recognition of white-collar 
unions and the development of full collective bargaining. 

These recommendations have undoubtedly had an effect 
far beyond the confines of companies to which the decisions 
related.: However, there are still many companies where 


the advent of white-collar unions is regarded as a’threat - ` 


and where recognition is granted on a piecemeal basis. 
This pattern of unionization obstructs the effective de- 
velopment' of productive industrial relations, because. the 
employers find themselves involved not only in direct 
conflict with the unions but also as a battle-ground. for 
inter-union.conflict. z 0 

The following cases demonstrate the effects of the active 
and reactive attitudes to industrial relations in the white- 
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22,500 are non-manual. The outdoor staff (16,500 repre- 
sentatives providing a home service to clients) have been 
represented for many years by the. National Union of 
Insurance Workers. ‘Nearly 85 .per-.cent of outdoor staff 
belong to this union, "while approximately 75: per cent of 
the 6,000'office workers are members.of ASTMS. (Two 
hundred ‘senior ‘executives earning £4,000, p.a. or over.are 
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- Industrial Relations in the Office - 
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not! Gainnead. ) ASTMS was —€ in 1976, following 
adeompany-wide ballot which résulted in a decision to 
disbáñ d the three existing staff associations. 


T 


` =i phe" company describes relationships as good and con- 


structivé ‘and: < “encourages the new entrants to join the 
appropriate union; the unions themselves observe clear 


- 3, lines of demarcation on recruitment. The change in 


1 


` 
-* 
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approach which has taken.place in recent years. resulting 


5 in the replacement of the staff associations by ASTMS did 
riot come about without its upheavals, but the ' company 
," believes that it has. embarked on a new period of stability. 
s in its management of industrial relations. as a result. «,. 


. (b): An engineering group employing over 20 ,000, ‘of 


] whom 5,000 are white-collar. workers, The earliest: recog- 


nition of a white-collar union dates back to ig24 and three 


_ other unions were granted negotiating rights in 1940, 1944 ` 
and 1946. ‘Ninety per cent of the white-collar staff are 


covered by negotiating agreements (i.e., all but second-line 


.. Management end above) and membership ranges from 60 per 


. cent among clerks to over go per cent in tlie drawing office. 


' The company. describes the climate of industrial rela- 


_ tions as lively but rarely constructive. Inter-union relation- - 


ships are described as far from good;.two of the unions 


- .have constant differences over representation of technical 
: staffs and refuse to negotiate jointly. These unions are said 


"to have unsatisfactory relations at regional and national 


:"Gore-Browne on Companies : 
- Forty-second edition, by A. J. BOYLE and RICHARD SYKES: 
- Jordans, £12:60.- 


‚Itis all of 20 years since the last edition of this standard 
company law textbook (first published in 1866 as the Handbook: 


levels, and xd have: d d d Philosophie 





=. 


on the Formation, Management and Winding-up of Joint. Stock 
Companies) appeared, and a great deal has happened in that 


.. time. Messrs- Boyle and Sykes are new to the book, but Mr 
` Sykes is the son of the principal editor of the‘41st edition. 


- The preface explains that as the result of new legislation and 
case law developments, certain-matters have had to be dropped 


"in order to keep the edition within bounds (it covers more than 


1,200 pages). The excluded matter concerns insurance com-: 


panies. On the other hand, the edition does deal with the 


^ Prevention of Fraud Investment Act 1958 and (briefly) with the 


Protection of Depositors . Act 1963. À new featüre is a whole 
chapter on taxation, contributed by Mr A. R. Thornhill. 
It is a great -boon to have, once more, a really up-to-date 
major textbook on company law. One may criticize it only with 
«diffidence: On page 593 it is said that paragraph 15 (5) of the 
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whick TN it difficult t to agree any wage ` scales which are 
acceptable to both unions.. 


- 


Sporadic development A 
The company's situation illustrates the difficulties incurred ` 


in allowing sporadic membership to develop in a number of--. 
. different unions. It is a common enough situation in the 
blue-collar field, where it gives rise to similar problems; 
. but companies which are &till in a position to prevent it 


happening in relation to white-collar staffs should make a' 
clear stand in the matter. 


Case (b) illustrates the long-term effects of: poor aria: 


- in the industrial relations field, whereas case (a) shows how 


a corapany retained the initiative in staff relations while 


. modernizing the outdated staff representation structure. 


handing the recognition -of ‘white-collar unions, 


In response to requests for information and advice on 


Industrial Society has recently produced a report! which 


-examines: which white-collar unions.àre most: active and. 





successful and how managements. are coping with the . 


increase in white-collar unionism. The first part of the: 
report deals with the organization, strength, activities and. 
objectives of all the principal unions active in the field; 
the second part provides à number of illustrative Case-.' 
studies. 


1 ‘Development and mmm of white-collar unions’, £3 from The . 
Industral as 48 Bryanston Square, London Wit. 


-~ 


-fuller «statement ould have Beda better Paragraph 15 .(s)” 


M 


- Second Schedule to the Companies Act 1967 states, inter alia, ` 


^ that. pre-acquisition profits-and. losses. are excluded". A rather 


excludes profits for the period before the date on or as from į 
. which the shares. were acquired". Those words “as from which". 
are extremely important in practice. 


- On page 269, it is said that the Protection of Depositors Act . 
ee gives the Department of Trade power to exempt any - 
particular advertisement by giving its, permission in writing’. 
This is presumably based on section 2 (4) (b) ~ which, however, 


_ excludes from the scope of such permission any advertisements 


with respect to deposits "with ‘a company incorporated -1 in, or. 
having an established place of business in, Great Britain’. | 

, These are of course very minor blemishes i in an extremely ` 
well Sa tie and attractive Pa 


ma 


Great Company crashes 


by A. F. L. DEESON. 
Foulsham, £1:95. 


* 
_ 


With the exception of the Hire Auto & Marine Insurance ` 


the” : 


L 
4 
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affair, which appears to have been.a piece of personal swindling, - 
most of the histories in this book relate to companies caught . 


up. by zeneral economic troubles, overstraining of resources, or^ 
personal aboitive dreams of fortune. The. latter are well 
illustrated by the tales of John Bloom and Cyril Lord — PON 
it is perhaps unfair to put.them in the same- category, as Bloom - 
had the ambition but not the technical expertise of Lord. . 

What is interesting is the number of years that: the author 
has tc go back to find his crashes. Over half are pre-war and, 
of these, two out of five are nineteenth century. The post-war * 
crashes are fairly notorious. The Savundra affair has been in-- 
suréd against hopefully by new legislation, and those who put 
their money on John. Bloom and Cyril Lord must be supposed ' 
to have learnt the folly of trusting to one individual. - . .. 

The case that leaves a. foul taste in this reviewer’s mouth is: 
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“dink of Rolls Rayos: "This company was.a RUM PS it 


. became illiquid,-and the Government refused to step in and | 


supply the funds necessary. If the failures to be laid at the door 


of the.RB211 contract, then there is.little excuse for Govern- . 
| ' ment inaction. Mr Deeson states that “with an ‘economy far . 


"from stable, £150 million was an enormous amount to pay. out’; 
but was it so much considering the jobs and reputation at stake? 
True, the. State hàd already invested a considerable amount — 
but the difficulties Rolls-Royce: was encountering were partly 
due to:the inability of the Government to control inflation and 
-industrial unrest.. 

‘In the chapter on shipbuilding problemas Mi 'Deeson says 


‘of C.-& W. Earle ‘often dividends were.allowed to take preced-: 
. ence over reserves for deprecanon, The same could be said 


of many companies: today. 


i 


Performance Appraisal in Management 
- by M. R. WILLIAMS, M.SC, 
. Heinemann, £275. 


The ‘advantage of Mr Williams’s personal experience a his sub-. 


ject is evident in his book. This is-no mere recitation of desirable 


. techniques or pro forma applications. Instead,. the author's 


style is one of dissection and reconstruction. 


'The reasons for the failure of traditional methods or mis- 


applied modern, techniques are carefully- analysed, while the 


. research which has revealed them is conscientiously annotated. - 


"The mutual needs. of managers and managed are set in the 
context of performance. appraisal and the help which each can 
get from the exercise and each other is clearly’ defined: Much 


‘needed lessons are drawn from the current emphasis on ac-. 


countability in . management and the extent to which job 


descriptions specifically aimed at output objectives have super- * 


'seded lists of duties. 

There are nine appendices wbich will help practitiońers or 
, Students to apply the lessons and theories set out in the nine 
" practical chapters. The index is short, but sufficient. Managers, 


. personnel managers and students alike will find this.an unusually: 
practical volume amongst the growing output of management, 


literature, 


The. Earnings Conflict "ua P 
“by WILERED BROWN. E. 
- Heinemann, {1‘go: 


This book could hardly have appeared at a more opportune Bus 


“from the point of view of its publishers. Anyone who wants to 
know how Mr Heath’s incomes policy-could develop might find ` 
_-the views of Lord Brown stimulating. 

-The bulk of this small book is concerned with the hierarchical 
structure of management and the need for a rational and equit- 
able system of consultation; there are sóme interesting comments 
on the Industrial Relations Act on such póints. The most 
. interesting part of the book covers Lord Brown's views on how 


- an equitable system of wage negotiatiori could be evolved with’ - 


' the creation of a National Council for the Regulation of Differ- 


ential Wages.. Whether or not one régards his~proposals às ` 
practical in the present industrial scene is for the reader to * 


- 


“decide. 
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Concise Contract ana Marketing Law E 


. (Including Tort) 
by S. M. Appavo. 
Charles Knight, £2. 


-Written by a teacher at one óf the new Polytechnics who has had 
' a varied experience-in industry and the law, this texts intended 
- to, serve a’ ice range of examination yes: ‘It will be 
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` BUSINESSMAN’s GUIDE TO THE COMMON" M 


especial Wo for licia Ling. basic Cute bos in n the 2n 


examinations of the professional bodies concerned with market- 


ing and export; it will also.serve those: taking the law papers. | 
‘in the Higher iE Diploma examinations for business i 


studies. 


The author's Giles is easy to read. and the Sci dent s attention’ ` 


is clearly..directed to the salient points both of the relevant 
statutes and. decided cases, A welcome feature for many readers- 


+ will be the type face, "which i is particularly easy on- the eyes. 


Taxation without Representation 
by ROBERT GURLAND. - 
Thornton Cox, UK p US $ro. 


: Robert Gurland has rather boldly ventured into a somewhat | 


. narrow sector of the market for technical tax literature in this. 
- handbook on UK taxation directed at American executives. He * 
estimates their number, however, at 53,000 and no doubt the ` 
tally will increase as more US businesses use Britain as an - 
English-speaking bridgehead i in the EEC. f 


Mr Gurland does well to draw attention in his first chapter 
to the peculiar. peril besetting the expatriate. American — that . 


he may attract taxation of his world income in the country in 
which he becomes ordinarily resident, without being exempted 
from similar taxation in. the US, where the criterion is not 


“residence” but possession of a US passport. To qualify for — l 
exemption from US tax of up to $20,000 overseas earnings, the ^ 
. expatriate American must reside outside the US for at least 510 . 


` days in any period of 18 consecutive months. 

‘A relatively lengthy chapter is devoted to. UK: exchange 
control and another to the tax perils of dying i in thé UK, but 
the main! usefulness of the volume will be in its listing of the- 
main types of tax liabilities and exemptions in both countries, 
‘which will affect the American in the UK. 

A few pages are devoted to the possibility of setting up’ 
discretionary or 'sprinkling' trusts in favour of wife and children; ' 


- although presumably thesé would interest only those expecting | 


to spend most of their working lives in Britain. 


“Case Studies in Business Finance and 
Financial Analysis 

by K. MincLEY and R. G. BURNS. ` 

Macmillan, 80p. - - 

This booklet contains six case studies of paded o 
suitable for classroom use by students of accountancy and 
‘ business studies. The book is simply but clearly written and: ' 
should provide the intelligent student with food for thought as 
-he seeks to extend his study of accounting and managemen 
principes beyond the first textbook stage. 
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How TO Use MANAGEMENT Ratios, by: C. A. Westwick; xv . 
-288 pp. 84 x 12. Gower Press, £6-50. 


9$ x64. J ohn Wiley, £7°50. y 


Tue MARKETING oF Money, by Edwin J: Ornstein, x+254 pp. = 


9X6. Gower Press, £450. 


TAXATION OF LAND TRANSACTIONS, by Anthony : R. 'Mellovis, ' 


xxvi--269 pp. 84 x 5&. Butterworth, £3-80. 
ARKET, D. Prag and 
- E. D. Nicholson, x 4-462 pp. 9$ x 6. Pall Mall Press, £5:95. 


MERCANTILE Law, ‘sixteenth edition, by Gordon J. Borrie, LL.M.- * 


, liv-F 578. pp. 84 54. Butterworth, £280, paperback f£. 1:60. 


* These books may be obtained from, or through, Gee & Co (Publishers) 


Ltd, The City. Lip I $1 Strand, London Men jJ J. 
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" LETTER FROM AMERICA 
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Annual. Retorts 


From Our New York Correspondent 


HE American Institute of Certified Public Accountants 
acted promptly, yet not a minute too soon, in appointing 


. . a special committee to look into the circumstances that 


allowed Equity Funding (accused of building up a huge 


business in non-existent insurance policies) to receive a 


clean. opinion from its auditors. Such episodes, however 
rare, spread enough suspicion and uncertainty to tear down 
many of the improvements that are painstakingly being es- 


 tablished in other areas of professional practice. A com- ` 
. prehensive study. of the Equity Funding collapse was. 
: launched at the Denver meeting, earlier this month, of 


the 2 5o-member governing council of the AICPA; and the 
hope is that it will help to prevent the repetition of what 


.. „appears to have been a case of ‘massive and connive 
o fraud”: 


Unfortunate coincidence . 


Doubly unfortunate is the fact that'this resounding 
scandal (together with the incredible cloak-and-dagger 
activities of the Republican Party at the Watergate and else- 


- where, whose victims have now included the Chairman of. 


the SEC) has coincided with and thus muffled an intensive 


` . effort to attract more attention to the usefulness of annual 
reports and. of the audited figures that they provide. 
. America's leading financial journals have recently been ' 
- filled with listings of companies, complete with reproduc- 
tions from their annual reports, that are SuSE. after 


broader distribution of their documents, 


The feeling i is that the widespread American practice of: 


leaving shares in the custody of brokers may be cutting off 
annual reports and other forms of shareholder contact, to 


the detriment of share prices. Moreover, the annual docu- 


ment is now regarded as a retort to public criticism, and 


not merely as a reply to private curiosity on the company’s ` 


financial fortunes As a result, annual reports are not only 


- becoming more popular in their approach (with rich > 


illustrations and on art' paper, they may cost as much as 
Sop per copy or more to produce); they are also being more 
widely distributed to anvone who cares to receive them. 


As this flood of free annual reports swells, some critics 


‘are ‘claiming that the public is-becoming more confused 


rather than more informed. Members of the accounting 


profession are finding that they must spend more time 
explaining the significance of what is published — spotting.. 


earnings trends and extraordinary items in major company 
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teporis, rates of return in less mature companies, — 
tion policies in glamorous, new-technology companies, and ' 
so on. A new breed of report-digesters is being. born. 


Occasionally, members of the-company itself decide to 
shock readers into paying closer attention to the contents 
of theannual report. Last year, a “counter-report' was issued. 
at the annual meeting of Continental Oil Co, the purpose 
being to protest against management’s activities in allegedly" - 


running a coal subsidiary unsafely- and unaesthetically. - 


Unduly traditional | m | E ; 
Again, one of the directors of Burlington- Northern Co 
voted against his own re-election, and that of his fellow- 
directors, on the ground that they were all unduly steeped - 
in the traditions of the railway system out of which their ' 
conglomerate had grown, and were spending too little of”. 
their time in developing the land and other natural. re- 
sources that the company now owns. 


Ano-her device for encouraging shareholders to read 
between the pictures of the increasingly glossy. annual 
reports is to include more'of the data that is required for - 
reports to the Securities and Exchange Commission. The 
ro-K, a forbiddingly factual financial summary that has 
to be submitted to the SEC, is now sent out by a number 
of comoanies with their annual reports. A survey conducted 
by Business Week shows that, for 1972, two-thirds of the: 
companies sampled gave in their annual reports a io-year 
financial history; over half gave a breakdown of sales and 
profits by product line; and over one-third püblished tlieir 


. -, expenditures on research and: development. Each of these . 


matters is included among those on which the SEC 
requires information. Some companies,’ although still -. 


hesitating to give extra details in their annual reports, now 


remind. shareholders that the information is available (to ` 
those who care to take the trouble to Bee it out) in ro-K 


reports. A. 


t 


New legislation required 
Further reports in bringing financial facts to light is 


likely to result from a move by the SEC to improve the S 
reporting of institutional investors. First National City” 


Bank and'other large money managers have recently taken 
to. pub-ishing details of their investment holdings and 
major transactions in shares. Mr G. Bradford Cook, during - 


his ephemeral tenure of the SEC chair, has pointed out 


that, w:th the institutions now playing such a dominant 
role in the stock-market, fresh legislation is,required if 
shareholders are-to be kept adequately informed on the. 
massive share movements of insurance companies, pension 
funds, banks and other money managers. 


Though the- record of 1972 reporting procedures. is . 
generally favourable, it has to be fervently hoped that 
euphoria will not again set in during 1973. Profits of, 


American manufacturing industry for the first quarter of. - 


this yezr were some 30 per cent higher than last year. 


Designers of annual reports must be itching to return to -- 


the fold-out, the strip-tease, the three-foot flyer, and the 
other spectaculars of the late sixties.. Readers of. annual 
reports will once ‘more have to be' warned by their 


. professional advisers not to mistake form for substance. 
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FINANCE AND COMMERCE . 


en Currys’ Inflation Reserve 


AVING already Soma for inflation' for two years, the Earnings per share have been increased from 6p to 184 ‘op, the — 
directors of Currys Ltd have greeted ‘Accounting for return on equity interest from 13:8 per cènt to 26: 6. percent ^. 
Changes in the Purchasing Power of Money” : as a refinement and net assets from 43"1p to 71p a share. 
of their own system. . Currys by any standards have outstripped the rate of inflation. 
Application of EDS to the’ Curry figures is aÑo in this The question, obviously, i is whether the expansion pace can be 
week's reprint from the company's accounts for the year to sustained. i 
last January, but Mr Dennis Curry, chairman and joint managing Although between 1969-70 and 1972-73 there has been a sharp 
director, reminds shareholders that in his annual statement two degree of growth, the 1963-64/1968-69 period was relatively . 
years ago he. referred to thé concern felt by the directors about — stablé by comparison. Pre-tax profits of {1-61 million i in 1963-64 
the possibility of an overstatement of profits during a period had reached £2-32 million in 1968-69. Of course, in the past 
of inflation. He adds that ‘by meáns of a simple calculation this two years the company has benefited from the consumer boom 
overstatement was quantified’ and for the past two years an - -as well as from the company's own internal branch development. 
amount equal to it has been transferred to an assets replacement Mr Curry says that business during the latter part of 1972 
reserve created for the particular adjustment purpose. was excellent in most departments and the situation has con- 
' | o. tinued this year, apart from a temporary falling away im- 
mediately before the introduction of VAT. Sales are considered . 
likely to remain high but ‘the current restriction on profit mar- -: 
gins both gross and net means, however, that notably increased 
- sales in unit terms are now necessary to hold or improve com- 
pany profits”. a 
The company is considered very strongly placed to cope with | 
whatever demands are placed upon it, but retail sales depend on . 
customer confidence and reliable forecasting is difficult. Mr . 
Curry comments: "Whilst everybody must applaud the Govern- : 
ment's determination to control inflation, the possibility of  ,,- 
serious industrial strife in the process cannot be ignored and +’ 
‘in such a situation the present buoyant demand for our goods ^ 
- might disappear overnight.’ ae 


Important step . SEE ED" 
The ASSC recommendations, Mr Curry considers, ‘provide 
a much more refined method of calculating the overstatement, 
and the implementation of these recommendations is to be 
. welcomed as an important step towards greater precision in 
company accounting and. the decision-making. which depends 
on it. The memorandum included in the Currys’ report shows a 
difference of £515,000 between conventional and adjusted 
accounts in the profit figure, and that amount has been taken to 
‘the assets replacement reserve which is now renamed ‘Inflation 
Reserve’ to identify its purposes more clearly. — ^ 

Currys go a.fair way along the inflation accounting road. 
" Note-g to the accounts relating to the ‘Inflation Reserve’ points 
out that the transfer of £515,000'to.the reserve is made ' to take Auditin 

g 

cognizance of thè effect of inflation of the company’s accounts 
for 1972—73 and to mark the fact that this part of the declared Hogg, Bullimore, Gundry & Co are becoming joint auditors of ' 
profit could not prudently be distributed as dividend.” - Currys with Graham Smart and Annan, Hogg, Bullimoré, 

There is not a lot of point in doing the inflation accounting Gundry have provided accounting and internal audit services 
arithmetic and then doing nothing about the result. Currys 10 Currys since as:long ago as 1927 and their appointment as 
acknowledge that £515,000 of 1972—73 profits was not true profit joint auditors Mr Curry states, arises from the fact that the mE 
and therefore was not logically distributable. Cynics may say emphasis in their work has moved from the field of accounting :'- 
that Currys are' doing so well that they can afford inflation to that of auditing’. Another close. contact between Currys arid ^ . ; 
accounting, but the point should be recognized that Currys ` the new joint auditors is that Hogg, Bullimore, Gundry are also `. 
were taking action well before the ASSC recommendation. Currys: a ntn mes : m 

"4 ` 


Expansion pace i ; 


It is interesting to note in relation to Mr Curry 's, description 
of the Institute recommendations as a ‘much more refined Separation of Chairman’ S Statement 
method of calculating the -overstatement’, that had Currys from Operational Review 
used the same calculation basis as in the previous two years, ' 


tod 


- 


the amount to be transferred to the inflation reserve this year RESENTATION of information accompanying the formal 
- would have been £615,000 — or exactly £100,000 more than accounts of The Cape Asbestos Company has been given 
under the recommended system. . a different form this year. As the chairman, Mr Ronald Dent, 


In the Currys’ memorandum there isy'in Note 2, a plain man's explains, details of the operations of the divisions and the sub- ' 
guide which makes the inflation-accounting point to those  sidiary companies of which they are comprised are contained 
shareholders who-care to read that far. Currys is a relatively in a separate report. His statement is therefore confined to a 
“uricomplicated company-retailing electrical appliances, television general review of major influences affecting the. company, a 
and radio equipment, and having in Basinghall Industrial Ser- .broad commentary on finances, the outlook for the future and | 
vice its own credit finance subsidiary. matters concerning staff and employees generally. 

Growth has been i impressive in the past four years in par- In separating the chairman's statement from the operational. 
ticular. Pre-tax profits in 1969-70 were £2-47 million against review, Cape Asbestos is following a trend rather than setting ? 
the. 6-86 million of 1972-73, with funds invested rising from. it, but it is a trend that is noticeably growing. Effectively, this . = 
£10°65 million to-£17:18 million over the same period. style of presentation reflects what is accepted as being.the best : 
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a ple of managemerit ~ - - the separation of the offices of chairman 
and chief executive or managing director: 
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The chief executive could well provide the operational 7 


réview in the’ company’s annual report, leaving, as in the 


particular case of Cape Asbestos, the chairman to take a broader 
. view and to.comment on, policy and trends. This is a sound 


method ‘of reporting provided company chairmen do not use 
.; their allotted Space DE to pes pet hobby. horses or to voice 
: their political views. 
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Full Cost. kt; a oe 


LEUR cost accounting’ is debated at some: iene in: y the. 
annual: report of Tricentrol Ltd, the oil exploration, car. 
^ distribution, builders merchants and travel group. At. present - 
... the full cost accounting system is applied to Tricentrol' opera- 
tions in North America and Trinidad, and the directors are - 


- * considering: extending the principle to- cover the: world-wide 


Operations of the group. Although the system would increase 
the charge for depletion on an annual basis, it would avoid the’. 


need for periodic write-off of abortive exploration expenditure 
which would necessarily arise as the group extends. its activities 
‘internationally. 

The principles behind full cost accounting allow for the 
: capitalization oz all costs incurred in creating an asset and then. 


+. Writing off those costs over the asset's useful life. Costs capital- 
i . ized are all those incurred in finding oil and gas- and ‘all’. 
“means ‘all’, including a portion of general and administration. ; 


. expenses. 
- "The annual rate of depletion is arrived at by taking the amount 


"of capitalized costs at the beginning of a year plus any anticipated” 


.capital spending during the year, plus an estimated amount to 


.. bring any reserves into production. These costs form the base 
` costs on which EPOD is calculated. 


- 


- - Gas contract 
"Accounting. by "Tricentrol's. Canadian subsidiary.is the. subject | 
' of comment by the parent company's auditors, Deloitte & Co. - 
"The.Canadian subsidiary's auditors state in their report that the. ` 


' ; treatment as current income for 1972 of certain material amounts 


received under the terms of a gas sale contract is not in line - 
- with generally accepted accounting principles in North America, : 
where the prevailing practice is to spread such receipts over the- 


periods during which the gas 1s produced and delivered: 
Deloitte's, in their report, comment that there is no generally 


~. accepted accounting practice in the United Kingdom -for: 
dealing with receipts of this nature. The directors of Tricentrol, - 
however, consider that treatment of the receipts as current 


income is fair in the circumstances and Deloitte" s add “we do 
- not disagree with this treatment’. 
The amounts concerned are certainly ‘material’ and -ate 


“shown as receipts of £983,000 for 1972 and related net profit. 
` of £688,000 — comparable 1971 figures having been £954,000 : 


and £666,000. It is stated that the receipts have been credited to 


. profit and loss account because they merely secure the future 


_. delivery of gas out of reserves 'and these funds belong to the 
shareholders 2 


Cost per Barrel 


Total oil and gas reserves are calculated at the Diaz of a a 
year and by dividing the costs by the reserves, the cost of finding: 


a barrel. of oil is calculated. This rate is then applied to pro- 
duction during. the year to arrive at the annual depletion 


charge. Adjustments are made, if necessary, to ensure that the, 
capitalized costs never exceed the value of the reserves, otherwise: 


assets would be over-stated in the:balance sheet. 


Currently, onlv afew mejor companies use this method, bat `. 
the majority of smaller exploration companies in the United .' 
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“The published figure of profit before tax is reduced by £6 
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States and Canada have adopted. the cintia “TricentroP's 
report states that the problem ‘is whether exploration costs, 


"Which may reasonably. be expected to: be recoverable out of. 


future production should be charged to expenses, or whether: ' 


these costs should be capitalized and written off by reference to 


the production as the oil and gas discovered i is produced and : 
sold. . : 

It is argued. de the purpose of Exploration is to discover. 
reserves for future use. Discoveries are unlikely without-in- 
curring costs of unsuccessful ventures'and therefore these-costs | 


. can be considered as much à part of the cost of the oil and gas, 
discovered as are the direct costs of productive wells. Full cost 


accounting, Tricentrol consider, reflects the economic fact that - 
the.costs of unsuccessful. ventures must be recovered from . 
successful ones arid the charge for depletion is more meaningful ^ 
because costs are matched: with production, 


GKN's ‘Inflation Accounting 


l “May 31st,, 1973. : 


2 


UEST KEEN AND. NETTLEFOLDS ‘have’ been ac- i 


counting for inflation since 1951. Since then, total depreci- 
ation charged against profits has taken into account the reduced 


purchasing power. of money. The part of the total charge re-.: 


quired to write off the original cost or revaluation of fixed 
assets over their estimated economic lives is deducted from 


those assets and the additional: amount ds transferred to 


depreciation reserve. `. AS 
In the 1972 GKN accounts n ie directors" report states the . 
results on an historical or converitional basis, on the basis as 


. published applying GKN’s own version of inflation accounting, 


and on the recommended ED8 basis. The figures come out this 
way: 





million if the principles of inflation’ accounting are applied in 
full; the reduction would have been £4 million greater but for 
the additional depreciation charge already deducted in. 

determi ining the profit available for distribution to nd ders 


In his statement with: the accounts Sir Rance Brookes, 


reminding shareholders of GKN’s policy, comments that ‘the 
- effect of the policy of accounting for inflation emphasizes the 


view often voiced that British industry does not earn a high 


' enough rate of profit in real terms to sustain future growth 


and new investment. Whilst counter- inflationary measures of 
some sort may have been inevitable there is clearly the danger 
that the overall effect, particularly if the measures are prolonged, - 

. may be to poa rather than to ARPA a. tourniquet’. | 
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: CE ; Á" Recast to - 
: e c = 4s : take full 
co x" oS Wu ..account of . ~ 
d a. ^ inflation (as 
"oar E Resulis — .exposure. 
are - Conventional as draft ` 
j | . basis ` published. proposals). . 
£m £m £m 
Sales . - 623 : 623-- 638 
Profit before taxation 55 JB. 45. 
Taxation 22 22 22 
Profit after taxation 33 29. 23 
Profit attributable to l , 
outside interests 2 2 
: Profit attributable to: ' . l 
ordinary shareholders 3I 2j. 21 
. Dividends l II. II. II 
Retained profit. Loc ; . ; 
of the year ` . 20 16. IO 
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G RADUALLY it is € to look as though c ‘Bulls? 
are winning the three-cornered stock-market' battle with. 
the “Bears” and the Don't Knows’. ‘The ‘Bulls’, putting behind 
them all thoughts that 1973 is developing uncomfortably like 


1963 with an economy being ‘grown’ out of its problems and a ' 


Government caught up in scandal, are becoming. more voci-, 
ferous in their views that growth is working and Cabinet 
Ministers are correct in insisting that the economic miracle, is 
there for the taking. 


- The ‘Bears’ still ae the view that too ‘ee growth will lead . 


` fo an'econoínic breakdown or bust-up and that the £500m claw- 
back of public spending is merely the forerunner to 4 not 
| «particularly well digsuised version of the good old economic 
“Stop”. Adherents to this belief are declining i in number — Or 
seem to be. 
No doubt the most numerous | is the silent majority of ‘the 


‘Don’t Knows’ who prophecy sideways markets moving be~- ` 


tween the 440-475 FT Index range (some put the top end at 
490) without either a definite Bear or Bull.trend developing. 
Since this silent majority stays out of the market; the ‘Bulls’ — 
although none too numerous — are gradually winning out over 
the “Bears” in thin stock-market conditions of limited turnover. 
. It remains to be seen how many of the silent majority arè 
won over by over rising share prices. - 


*- * t Wo wl 


l Di EREN CE between the letter ind the Spirit. of the law 
is the point that Lord Shawcross makes in the foreword to 
- the 1972-73 report of The Panel on Take-overs and Mergers in ' 
‘which he states his conviction that self-regulation in. the City is 
preferable to regulation by statute through some counterpart 
' of the Securities and Exchange Commission. 
. It is true, he admits, that occasionally some contrary opinion 
is expréssed but ‘our own study of the work-of the SEC and 
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our r not € conversations with thóse who conduct it in 
the different climate of the United States, leave us in no doubt 


T. 
i - 
r e 
` 763- 
> -* 
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that the introduction of a statutory system here woes in fact , 


be a retrograde measure’. 


is not expressly forbidden, it is permissible: there is no grey 


area. "With the City Code broadening down from precedent to. 


precedent and obligatory in the spirit as well as in the letter, 
immediate steps can be taken to stop abuses as soon as they are 
discovered, and the fear of possible action undoubtedly prevents 
- many- abuses arising.' Lord Shawcross does not believe that the 
Panel's flexibility, advisory function, great expedition of work 
and authority carried can be reproduced in a statutory iios 


MAKING Lord Shawcross's beliefs into account as repre- 


govern itself, there must be intense interest in, and not a little 


. concern about, the contents of the much foretold white-cum- 


green paper on .the further re-shaping of company law. Parti- 
cularly so since this admixture of proposal and discussion paper 


Under a statutory system, if a particular course ui conduct : 


sentative of a majority City view of the City's ability to . 


is expected to be concerned with the 'social o of 


companies. 
- - -Some might say that social responsibility i is a sore poińt with 
the present Government, but it will bé interesting to see how 
the Government proposes to legislate for it so far as the world 
of industry and finance rather than politics and ministers is 


concerned. Further than that, the City wonders how much of -` 
the Take-over Panel's achievements through rule and precedent E 
will be embodied in the Government's intended changes in |: 
company law. The outline of the changes is.expected to be . ~ 


LI 


presented before the Summer Recess. That at.least will provide `.: 
time for reading, marking and exp digesting. A nice *' 


holiday task. 


Closing prices, Tuesday, May 29th, 1973 


Bank of England Minimum DES Rate — May asth, 1973. 7196 


r 


oU Treasury Bills "M 
Mar. 23 ..: £79819% April 26 . £76695% ` 
Mar. 30- +. £7°9350% ay 4 - £75077% 
April 6 is £7:8738% May 11 e £7:3604% 
Apri 13 .- .. £7°4521% . May 18 - £72483% ` 
s April r9 .. . £76695%  May25 .. - £71959% 
E a Money Rates 
Day to day .. [8 8 -8196 Bank Bills) | 
7 days 2x 8 -84% . ^e months. .. 9 -84% 
,Fine Trade Bills 3 months . .. . 82-84% 
1 months .. |. 103-996 4 months 83-85% 
2 months .. - 108-9 % 6 months 83-84% 
3 months `. ` -105-9%. i 
A E^ Three Months Rates a ium e 3 
ae . Local authority deposits .. Ok of: . 
Local authority bonds ` . 8+- 8 - 
Sterling deposit certificates - 9 9 
Euro-sterling deposits ` 10}4~104 
8i- 


. Euro-dollar deposits "1 oa x 9. 


FÍnance House Báse Rate - May 1st, 1973. 108% 
Retail Price Index (16. I. 62 100) 176: 7, 16.4.73 (from 173 4Y 


“Tax Reserve Certificates (3. 1 232) Personal 3196 
(Company certificates no longer on offer). . 


rox Foreign Exchanges i 
New York m 2'5540 Frankfurt .. ET 70325 
Montreal" ;. '.. 2°5482 "Milan I505'00 

Amsterdam `.. 72825 Oslo 14'5900 
- Brussels , .. 98-7500 Paris . : 11*2500 
Copenhagen .. 15"4500 Zürich 7'0400 
; ' Gilt-edged i E a 
Consols 4% 39  - Treasury 9% 1994 90$ 
Consols' 24% . 245 Treasury 34% 84-86 .. 945 
Conversion 34% 34% Treasury 8196 T 9p - 85k: 
Conversion 5196 1974 974 Treasury 64% 1976 .. , 093£ 
Pane 34 2°99 04 42% _ ‘Treasury 34% 77-80 ..° 744 
ding 5196 78-80 Soi Treasury 34% 79-81 .. 73i 
Finding 54% 82-84  .. 80% ` Treasury 5% 86-89 .. 64% 
Funding 5196 87-91 <., 68% Treasury 54% o8—12. .. 578 
Funding 6% 1993 <. 68% . Treasury 24% .. =~ 24$ 
Funding' 64% 85-87. | 98 -Victoty 4% .. - . 984 
924 „ War Loan 34% 343 


Savings 3% 65-75 
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LETTERS - E 7 e US uo cde Preference Share Yield and ED12 dE 


SIR, — Paragraph IS of Part 1 of.exposure draft. ED:i2 [The . 
- Accountant, May 24th] states that, by reason of the provisions’. 


OR ti Sta di dd of paragraph 18 of Schedule 23 to the Finance Act' 1972, “a ` 
epor! ing a n a r 35 former ro per cent preference share may in the future ~ (ie, . 
after April sth, 1974) — yield, with cd tax credit, cither- 


. more or less than 10 per.cent’. à 
This disturbing view is doubtless básed on interpreting “on | 


E — [n your.issue of May 24th you dd the. accounts; PO". 


Ralph Hilton Transport Services Ltd. In the grim circum- `. 
7' stances in which the company finds itself, the disclosures in and. . — Led per the only n dis va paler rap f 


“with the accounts reflect the. adopt f high standards of. 
prime ra e. adop ion. O ig standards m paragraph), but. p px E was ‘on the ' 


“It is regrettable that similar standards are not dae adopted. 
. "The substitution of the látter words or of the words * at that' 
E ome ) whi zh rp ae s un = J eda al : o id Mae ‘time’ would avoid this anomaly, and I suggest the attention of = 
. “Leeds Assets Ltd. The take-over document stated that the pre-e appropriate authority should be drawn to the desirability 
| a tax profits of Johnson for the current year (i.e.;-to lubag of including such. a modification in the current eee Bill. 


were-expected to be about the same as: those for the year to“ ^. , i Ss? , fous pu ; | is 
| „July 1st, 1972. There was a list of eight.assumptions on which | . s A ELLES- HILL, F.C, AS 
sie The: profit forecast. was based, and these were accompanied by ` London Swe: ¿ARO v 
: - ,"reports on the. forecast by the auditors ino by the financial ' 
i .- advisers. o d ICA Special Meeting: m 


>, On March ist, 1973, Johnson issued an interim report. gr. _Tr “your issue of May 17th: there ‘is the suggestion that" 
2 _ showing the unaudited results for the six months to December .one of Uode to bou at the e siggesion d of 
du lg en Ege pre profit was only £526,000, compared . The Institute of Chartered Accountants in England and Wales- 
With £952,000 in the six months to December 31st, 1971. This ` should be rejected. I find myself in complete agreement with 

- . is'scarcely an encouraging sign for the full year, and indeed the M; K.A. Sherwood.in this matter; but would add to the reasons 
a interim report says that it will require an exceptional contri- - he gives the fact that this proposal extends ‘even further the 
iu nm erie o last 2d months: of. the year if the estimate tendency to emphasize classroom training and paper qualifica- 
uM made in the take-over document is to be met. . tions for members of the Institute, as distinct from practical 


That dócument was dated November 17th, 1972, which : was 
experience. Fellowship. should also be a. mark of valuable prac- 
|; only six weeks before the end of the half year for which the - tical experience in the profession, and not purely evidence of - 


in rim ~ E 
Ee terim report has now been: issued. Presumably there was no some moré time devoted to classroom: studies and. passing 
Li" cause for concern when the estimate-was issued, and therefore . exaniinatidns: 


ate surely enprled to Do told which of the eight There arë others of the ro io be Neon at the special , 

; assumptions were proved ta be so wrong that the progress made : meeting zo which’ I think also. exception should be taken. 
d E in o» first 26 weeks of the half-year was seriously negatived: Resolution No: 2 gives very. substantial power to the Council 
E B i è zi ae = Seed ran eidem bre uon - to issue regulations which may be used and apparently — -accord-. 
-feconcile uq irc d as late as N P b h, " ing to what-is said om pages 51-63 of the notice of the special 
` Th SSUCH 08 LALE AS: NOVEIRDER HE 1972. meeting — will bé used to exténd the extent to which classroom 

E EPO anys: | Xx teaching is to bé imposed: upon would-be .entrants to the `` 

m 3C “Conditions in the steel industry cia the first ten` profession. This has been a favourite theme for the Council for 
“months of 1972 were profcundly disappointing and trading was many years past. It was undertaken as an experiment long-ago; 
: n ki is Bere Sela Ne ui any g July, i be but no evidence has ever been produced as to the outcome of that 
eee Ue Cr uo an experiment and, according to such researches as I have been able 


-had been budgeted. "Moreover, the anticipated: increases in 
prices of a númber of RIN's producte, on the lines fecom- __ t° make, there hàs been no justification for making: such a» 


. mended, by Lord Hirschfield following his” inquiry. into: steel matter compulsory. ` ELE 
- Pricing, are still being delayed by the freeze.’ : *.. ^ Resolution No. 4. eating with practising certificates places 


‘some restriction: upon a member obtaining such a certificate 
unless he has approved practical experience. Only in this very 

. minor way is the value of practical experience recognized in these 
resolutions. The unfortunate decision of now many years ago: 
under which every associate was bound to become a fellow after 
One can-make various guesses as to how a. ‘same again’: ‘a lapse of time has tended to debase the value of the fellowship 
and to brush aside the merits of practical experience. This is a 


- forecast. came to be made at a time when. conditions ‘ were bl cand should, Pali. E d D 
, profoundly disappointing and trading was:at a particularly Peete Uno ann ee : e reversed. now — but 
` not in the way in which the resolutions propose. 


d Pc 3 
ow ebb for the company”. But why should one have to guess? . Resolution No..6 has about it something of a suggestion ofan' 


In a document making a take-over bid one expects a-high A flank th h fused i ] 
degree of care. If soon after the take-over it becomes apparent . emp to outfiank those who some years ago refused in genera 
meeting or in a general. ‘ballot to approve increases in sub- 


A that the profit forecast was excessive-to a material extent, surely _ 
- the sharehólders are entitled.to an adequate explanation? | ] scriptions. For my part, I woüld not withhold that power from 
- 7.3 - Jf not, what is the purpose of compiling a list of ‘ assumptions’ - the Council, but there may be those that wish to do so. 
Wa s and paying fees tó auditors and to financial advisers for report- . Résolution No. 8 seems to be giving very wide powers to the _ 
. ing c on. the forecast based on those assumptions? pac Council to make amendments in the ethical rules of the profes- 
d . s EO sion without sanction of members in general meeting. Whilst 
Laus XU Secr M _ Yours faithfully, © oro ithe: fundamental rules’ may well be- very much outdated, I 
HN b ' o F. M. WILKINSON, FC. `~ | would hesi:ate to leave such matters entirely to the discretion of." 
2 Warlingham, Surrey. . | - 7 .the' Council. It may be argued that through its Disciplinary " 


NJ 


. Those comments may explain the actual results but not e 

X di "was possible in mid-November 1972 | to issue a forecast of a. 
` “same again profit for the year’ when in fact the profit for the 

7- ` six months to December 31st, 1972, is shown now to be 45. per : 

.. cent below the profit for the corresponding six months of 1971. - 
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Cities and through i anio bidi the: Council itself 
has promulgated, it” already has these pones, but 1 NOUIS 
hesitate to give more. 

"These resolutions have to be decided. upon “at. the SERE 

meeting presumably by a show of hands, and only on a poll if . 
-, demanded. It seems to me that these matters are too important 


-the only way apparently open to members is to appoint proxies, . 
and to indicate to those proxies how their votes should be cast. 


~ are either there ready to vote or, if not, to give a proxy indicating 
` how their vote should be cast. For my part, my vote will be: 


pud ind Resolutions 2, 3, 4, 6 and 8. l 
RE o Yours faithfully, eo 
London SWro, : 2 7 SF O, H. ‘COULSON. 


- 


What’ s in the Subscription] ? 


May 24th 1 issue, may I defend myself as follows: ' 


(a).Mr Greéner sees no inconsistericy between Christianity 
^ and criticism of the privileges of the rich. A true Christian 


' Labour party). Christ Himself spent His time amongst 





> --by his parents through. puoue: school, EUM and 
; ‘articles. 8 


- (b) Mr Greéner o that i in dem up à true and fait” 


account of his dealings with the Institute,-he is already in . 
” credit. He produced two ‘reviéws of. published accounts? 
` well before the Institute decided it had best do it itself. . 


He has also, at the written request of a committee of the 
Institute, given opinions .on accounting principles and 


reform, afterwards used ‘in exposure drafts. On the debit | 


^ side, Mr Greener was seriously incapacitated for almost 
^ten years. during which he. was not employed.: After a 
M Serious operation had restored.him to health, he approached : 
^^ «*.the Institute confident of being given assistance in re- 


^ 


aaiae himself in regular employment. The- appoint-. 
* ments department told him in so many words that not only. . 
‘could they do nothing for him but that he would have to: 


+» « solve the problem by ‘personal connections’. He ap- 
. proached fellow-members of the profession, only to be 
‘told that there was nothing available and that he would be . 
‘out of date’. This despite the fact that in the years referred ` 
to he had published three books (one still on reading lists 
for many universities and well reviewed) together with 
about 20 odd articles for serious. professional journals : 
throughout the world (two specially commissioned) and - 


- forestall obvious objections, that'almost -all were written; . 
- or rather dictated, in very unhappy circumstances. He-- 
admits that during this time the Institute Was content . 
with a: nominal subscription, — - 


In view of these facts, perhaps Mr Wilkinson c can E 


: Mr Greener's reluctance to pay £20, ‘especially.as he has had 


to fall back-on employment in his family business where his: 


qualification is superfluous. If Mr Wilkinson cannot under-. 

' stand this, then I fear he will never understand anything. 
As'for Mr Moir's letter in the same issue, dos Ine is 
. baffled into silence EY his erudition. -. 


- Yours faithfully, 
, MICHAEL GREENER. 


™ 


-— 


any, Glam. 


~ 


“to be left merely to the chance attendance at the meeting, and 


I would- once again, therefore, urge members to see that they -` 


SIR, - With reference to the-letter of Mr Wilkinson's in ‘the 


. , must-necessarily be socialist (riot to be confused with the 


the poor, and Mr Wilkinson will be hard pressed to find. ' 
. support for the rich in any of the writings of the evangelists; 
- -In-any event, Mr Greener. writes against ‘himself, without. - 
` qualms of conscience, for he was lucky enough to be kept. 


of course the items referred to above. He would add, to- 
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Fellowship by Examination 


- Sir, — I would. question very seriously the motive of the English 
Institute at the present time in attempting to extend further the 
"period in which we are expected: to become reasonably proficient * 
.chartered accountants.. : 

It would seem that the Institute finds it quite acceptable that - 
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young men and women should: be content to devote themselves >... 


‘solely to preparation for examinations of one sort or other ` 
“practically continuously from'the ages of 10 to 30. 

It'is- not surprising ‘that chartered accountants are satirized as 
.dull and unimaginative in these circumstances, and it is this’ 
image which is too frequently conveyed to the general. public. . 
` The fault; in my opinion, lies largely through the examinations 
"system which has always rewarded the answer to a problem of ` 
' pure academic interest at the ‘expense . of. the more practical 
~- problems of the 1970s, and this is exemplified in recent papers | 
set in the Final examinations of the Institute. 

If the Institute cannot feel confident that their examinations. 
in the present form are a suitable test of a person's all-round > 
ability to practise in the profession, then the solution i is fairly 
"obvious. . - 

To all those who jue recently been Ea to Ea 
from A.C.A; to F.C.A. (at some expensel), may I suggest a little 
appropriate soul searching. Possibly the Institute, on reflection, ` 

- rather regret their assessment of our ability"some ten years ago, 
and in these circumstances it might be helpful if we were to 
submit that our qualifications be withdrawn and. we could then - 


- 


- 


we 


a 
‘ y? 


recommence a further period of preparation for examinations... 3 
By the time we are drawing our old age pension we may then ~~. 


. be fit persons. to serve as practising chartered accountants. 
i NE. Yours faithfully, ..: E 
“Hove, Sussex. | TREVOR BOLTON, r. C.A. 


Council: Elections - 


Sir, — Mr David Steeds (1 (May 24th issue), appears to be deci 
. with the creation of a géneration gap. Having been put firmly ` 
in his place earlier this year.(‘Roundabout’; F ebruary 22nd and .. 


March rst) for a quite unjustified imputation against the im- £s 


partiality of the Institute's disciplinary machinery, lie is now 
pursuing a similar theme i in relation to the Manchester Council | 
. election. - 
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1 cannot follow his reasoning that Mr Melville's ; election calls |. 


for some special note of congratulations, any more than does 


“reported: in factual terms. Nor do I know by what arithmetic + 
Mr Steeds, justifies the claim that “a majority by age of the 
Institute's membership will have: one. representative ^on: 


. 
ro. 
s 


that of the 22 other Council candidates whose return you have. -...: 


har 


* Council’, Even if this were factually correct, I think that Mr > 


Steeds would have missed the point. D ; 
The function of a Council member, as I submit, is not to act: 
as spokesman for any particular age group, but to represent TD l 


district at Council level and - much: more important -tò . :. 


represent the Institute arid the profession to the community at 


H 
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large. It is no disrespect. to Mr Melville — of whom, by the way, - < : 


I know: nothing beyond the: necessarily abbreviated particulars 
published in your issue of April 26th. — to suggest that the ability 
of any member of barely r2 months’ standing to meet such . 
responsibilities must necessarily be limited. NES. 
Mr Steeds has sought to draw analogies from other profes- 
sional: bodies, and perhaps I may be permitted to do likewise; 
. thus, for instance, members of the Bar are required to able for 
^a minimum of seven years in practice before being eligible for 
a County Court judgeship. Should the Institute have Council . 
- members. whose ,practical experience would not fit them, in, 


. another field, to adjudicate upon a claim for £50 or so? 


There is also. some recent judicial authority (in the Icknield 
Developments c casé, do eum in your issue. of March 22nd) for 
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E ie general propao that junior and relatively inexperienced 
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accountants should not be appointed to an official, responsible 
and specialized position. 


: Yours faithfully, | i 
ES and Address supplied. ^. WILFRED. 


; Long-Term — ae and ED8 E 
Sm, — In his letter in your issue of May 17th, Mr J. Pearcy 
reacts to Mr Kirkman's article (your issue of April roth) and 
. he 'sets out the logic behind the ASSC's proposal’ to recognize 
gains on long-term borrowing when prices rise. This letter 
attempts to refute this logic”. 

“The many models constructed by this writer involving simple 


land: examples, complicated depreciating-asset examples, and. 


complicated inventory examples, all show that the so-called 
-. holding gains’ on long-term borrowing can only be distributed 
if more long-term capital is raised or if some of the assets are 
sold. Therefore, these ‘holding gains’ cannot be gains to the 
- company itself; they are of a capital nature, 


.. Shareholders dre the ones who gain from such long-term 


_ borrowings; they gain through the beneficial fixed-interest and: 
. taxation effects on profits, and through the resultant increases 


in share prices on the stock exchange. All else being equal, the | 
- +. existence of long-term borrowings results. in profit increasing 


'at a rate greater than the rate of the increase in prices. ~ 

Ifát is decided to run down. the operations of the company 
_ Or to raise additional capital in order. to reduce capital of a 
- different kind, this is another matter, but the directors should 
„be aware of what they are doing. 


Mr Pearcy suggests that we ‘top up the loan potat with 


short-term borrowings ir order to pay out these so-called 


‘holding gains’ on long-term borrowings. The ‘overdraft’ of' 


£7,500 for this purpose in his example would have tó be-re- 
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- Institute for Fiscal Studies 


. Gathers Momentum 


EVIEWING the policies of the ‘along 
Institute for Fiscal Studies at its -` 


en = rs k E 
i Se Tao k t 
Pig we. CER 1 t E 
E . mou E V Ma - Toc af ! » ‘ PE 
- 2 k 
E o 7 ACCOUNTANT. ai ze od 
$ + TU - ^ 
enr 1 r 


: newed constantly if the ePOS of the company were to be 





to meetings - 
“The programme of future lectures and 
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mana The raising of short-term loans to nance long-term * 
assets is a dangerous procedure in most cases. It is a procedure | 
that ED8 would tend to encourage. . 

When long-term borrowings are replaced i in dise course by. 
new loan capital or by other forms of capital (and such replace- . 
ments are usual in the real world), any so-called ‘holding gains’ 
on the original long-term botrowings ‘still cannot be distributed - 
> unless the operations.are-run down or yet further additional 
capital is raised. This writer invites. those interested to check ` 


‘this fo- themselves with some models —ie.,in the way he id 


done often. 
Mr Pearcy goes on to say that hé current rate of about 16 
per cent is made up of ‘some 34 per cent for the basic interest 


| charge and 64 per cerit for protection against erosion’, and that 


“a company borrowing at 1o per cent shows.an unduly higli cost ` 
of finance unless it offsets the intérest paid by the inflationary. 
gain’. The fact of the matter is that the ro per cent interest paid” 
out is a real charge to the company. The ‘inflationary. gain’ is a 
fictitious one to the company #f the long-term borrowings are . 
really a capital item supporting basic assets. Further, Mr 
Pearcy seems to bé ignoring the fact that only 10 per cent interest -, 
on the amount actually borrowed will have to be paid no matter 
how much prices rise. This is how shareholders gain — pro- 
videc that management. is using the funds efficiently. 

The company itself does not gain from long-term borrowings 

any mcre-than it can gain from funds raised from ordinary . 
shareholders. To include these so-called “holding gains’ in the 


. books of the company is a form of double counting. This double 


countinz woüld be perceived by more people if ‘the. taxation 

authcrities decided to tax these ‘holding gains’ (1.e., in company 

profits) as well as pee to tax a gains on share 
transactions. 

= Yours faithfully, 

, REG. 5. GYNTHER, 

Simon Visiting Professor, 

UNIVERSITY OF MANCHESTER. 


- 
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Sandford, and Proposals for a Tax Credit . 
System under the joint authorship of . 
Several researchers. Preliminary con- 
sideration had also been given ‘to a 
number of- other topics for research, 
- including the cost of tax collection to- 
manufacturing industry and the influencë 
of deferred taxation on investment 


.and  cCiscussions. 


.recent annual meeting, the. Director, Mr - 
- Dick Taverne, Q.C., M.P., said that the . 


IFS did not set out to be:a pressure 
^group, and was without political bias. 


' It sought to -kéep on good terms with' ` 


governments without becoming in any 
way dependent. The Institute was mainly 
concerned in offering constructive con- 
' tributions to tax thinking in the widest’ 
possible field. | 

It had responded to the Government's 
request for suggéstions in the realm of 


‘inheritance taxation by undertaking a. 


full.scale study, with opportunities for 
.' participation by members in discussion at 
an interim stage of the work ón the project 
which was being done by Professor C. T. 
Sandford and -Mr R. J...M. Willis. 
, Government. departments . evidently 
appreciated the work of the Institute, 
and had on several occasions sent: officers 


- 


discussions included a.talk bv Professor 


Douglas Dosser.on “Tax Harmonization —, - 


Time for a Rethink'; an al-day con- 


ference ón local government finance . 


scheduled for June 22nd; and a lecture 
by Professor . Wheatcroft cn “Estate 


Duty Reform —-An Assessment of the . 


Government's Green Paper’ or. July 2nd. 
" Research was currently being done on 
the proposed tax credit scheme and the 


redistribution of income, and a study . 


group on double taxation was.in opera- 
tion, apart froin the work zlso being 


done on accession tax. Tax credits had - 
already been the subject of a one-day 


conference in December 1972. 
The 1973: Publications of -he Insti- 


tute so far issued or.projected zomprised . 


. The Impact of Táx' Changes on Income 


Distribution by C. V. Brown, Hidden 


Costs of Taxation by Professor Ck e 


pátterns. 
Election to Council 
Council members elected. or re-elected 
for the new year were Sir Alec Cairncross, 
K.C.M.G., of St Peter's College, Oxford; 
Mr Alun Davies, of RTZ; Mr Victor 
Feather, C.B.E;, General Secretary of the 
TUC; Dr J. van Hoorn, Jr; of the 
International Bureau.of Fiscal Documen- 
tation; Sir Alexander Johnston, G.C.B., 
K.B.E., previously Chairman, Board of 
Inland Revenue; Professor Nicholas 


Kaldor .of King's College, Cambridge; 


Mr J. Philip Lawton, barrister, Editor of 
the British Tax Review; Mr Thomas D. 
Lynch, C.A., of Whinney Murray & Co, 
Glasgow; The Hon. Sir Henry Fisher of 
J. Henry Schroder Wagg &^Co; and 
Professor R. R. Neild of the University 
of EE 
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Accounts of Stock Exchange Firms 


Manchester Chartered Accountants' Seminar 


SUCCESSFUL one-day course on 

the accounts of Stock Exchange 
firms was held last Thursday by the 
Manchester Society of Chartered Ac- 
countants. The course was attended by 
124 accountants and stockbrokers from 
many parts of the country. 

'The main theme of the day was a con- 
sideration of the Stock Exchange rule 
79^ on accounts and liquidity, with parti- 
cular reference to its implications for the 
auditor. The new rule, which was 
adopted by the Council of the Stock 
Exchange in March 1973, represents a 
major consolidation of the efforts which 
have been developed over many years to 
insist on high standards of financial 
information from member firms. 

The rule insists on firms producing a 
balance sheet and profit and loss account 
showing a “true and fair view” and sup- 
ported by properly maintained records; 
this despite the fact that many member 
firms are unincorporated partnerships. 
The similarity to Companies Act require- 
ments continues with the need for an 
audit report but with the significant 
difference that the report is addressed to 
the Council of the Stock Exchange and 
not to any proprietorial interest. 


Liquidity levels 
The accounts prepared under the rule 
are used to provide a check on the 
minimum liquidity levels required for 
members as defined by the rules. The 
requirement of a minimum liquidity level 
is continuous — not just for the year end. 
To ensure that all the requirements are 
met the Council have appointed “Ex- 
change Accountants” in the form of 
Deloitte & Co and Peat Marwick Mitchell 
& Co. The Exchange Accountants 
examine the accounts on behalf of the 
Council, obtaining further information 
from the auditing firm if necessary and 
also acting as advisers where doubts may 
arise in the preparation of accounts. 
The Exchange Accountants also have 
the power to ask for a member firm to 
prepare interim accounts at short notice. 
These do not have to be audited but 
nonetheless act as a useful check on the 
ability of the firm's accounting system to 
meet the continuing demand on it to 
ensure that liquidity levels are maintained. 
Five papers were presented to the course. 
The first by Mr Alan Hardcastle, F.C.A., 
of Peat Marwick Mitchell & Co, analysed 
the framework of rule 79a, looking at the 


detailed requirements for maintenance of 
records, balance sheets and profit and 
loss accounts, minimum liquidity mar- 
gins, audit, nominee and service com- 
panies, and Exchange Accountants. ‘The 
second paper, by Mr John Waddington, 
M.A., A.C.A., of Spicer and Pegler, con- 
centrated particularly on the balance 
sheet, covering the treatment of securities, 
market accounting, client accounts (with 
comments on the difficulty of assessing 
the true position of an account), and 
partners’ transactions and taxation. 

Mr Brian Price, A.C.A., of Turquands 
Barton Mayhew & Co, presented the 
third paper on systems and records - the 
auditors! report. This paper was a useful 
survey of the particular problems of 
auditing in the Stock Exchange environ- 
ment. In addition to surveying general 
aspects of internal and management 
control, valuable lessons were drawn from 
practical cases - notably the spectacular 
failures on the South African Exchange 
earlier this year. 

Mr David Leroy Lewis, a member of 
the Council of the Stock Exchange, 
talked about the development and pur- 
pose of the rules. Not least among the 
problems in this area is the high degree of 
reliance placed on verbal agreements. 
This particular form of mutual trust, 
together with the acceptance as a cor- 
porate body of responsibility for com- 
pensating the public for member firms' 


failure, has led to the requirement for 
particularly high standards of account- 
ability. 

The paper also covered important 
aspects in the reasoning behind the 
development of the rules covering the 
measurement of liquidity for partners, 
such as the limitation on the value of 
securities included in the calculation. 
The important powers of the Council to 
suspend members from dealing who fail 
to comply with the regulations were also 
covered. 


Extensive power 


The final paper, on the role of the 
Exchange Accountant was given by Mr 
Keith Woodley, A.C.A., of Deloitte & Co. 
The particular position of the Exchange 
Accountant between the Council and the 
firm's auditors was stressed. ‘The very 
extensive power to obtain whatever 
further information is considered neces- 
sary was also made clear. Where satis- 
factory reports are not obtained reference 
is made to the Accounts and Defaults 
sub-committee of the Council. 

'The course was organized by Mr Alan 
Hardcastle, who is Vice-Chairman of the 
London and District Society of Chartered 
Accountants, and had previously been 
held in London. The high standard of 
presentation and the contemporary im- 
portance of the subject-matter contri- 
buted to a very important course. 





Mr Alan Hardcastle, F.C.A., the course chairman, centre, with, /eft to right, John Waddington, 
M.A., A.C.A., Brian Price, A.C.A., David Leroy Lewis and Keith Woodley, A.C.A. 
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Conversation Piece on ED11 


By G. BENNETT, F.C.C.A., F.C.I.S. 


Re Ie a famous precedent, the 
following conversation between an aged 
accountant and an articled clerk may be 
of interest in connection with EDrr. 


AC 


I have been reading Accounting 
for Deferred Taxation.’ 


‘Excellent. You young chaps have 
the benefit of clearly thought-out 
guidance by some of the best brains 
in the profession. We used to have 
to think these things out ourselves.’ 


AA 


AC ‘These timing differences seem to 
be chickens that must some day 
come home to roost and should, 


therefore, be provided for.’ 
‘Very well put.’ 
"Ihe "liability" 


sense to me.' 


AC method makes 


“That's because you lack experience 
of these things. The draft points 
out that a change of rate may have a 
significant but misleading effect 
on the profit or loss and earnings 
per share for the year.’ 


‘I would have thought the fact 
that an item had a significant 
eftect would be a reason for showing 
it rather than otherwise.” 


AC 


‘But misleading,’ 


AC 


‘In the profit and loss account, 
but what about the balance sheet?’ 


‘If you use the “liability” method, 
the balance sheet does show a 
proper estimate of the future 
cost of deferred taxes I agree, but 
it is not intended to show that 
under the “deferral” method.’ 


‘But in both cases it is called 
29 3 


"deferred taxation”. 
Yes.” 


“But it means something different 
according to which system is used.” 


AC 


'A note on the accounts will 
indicate which system is used.’ 


“What does the term “deferred 
taxation" mean under the “defer- 
ral” method? The draft only gives 
one definition.” 


“But it does say that such balances 
are treated as deferred credits or 
deferred charges under the “defer- 
ral" method and not as amounts 
payable or recoverable.” 


AC 


AC 


AC 


AC 


“It also says that a note in the 


¿accounts cannot match accounting 


for emphasis. I would have thought 
non accountants would expect *'de- 
ferred taxation" in a balance sheet 
showing a true and fair view of 
the state of affairs at the date of 
the balance sheet to show figures 
based on the latest taxation in- 
formation. The draft states that the 
figures can be significantly different 
under the “liability” and “deferral” 
method, so this point is not 
unimportant,’ 


‘This draft has been drawn up by 
experienced people. No doubt if 
it is adopted and applied we shall 
soon get used to understanding that 
"deferred taxation" represents the 
balance of unreversed timing dif- 
ferences at the rates ruling at the date 
they arose and not what one would 
ordinarily expect the words to mean.’ 


‘I doubt if your definition would 
mean much to a non-accountant. 
In any case, it would not be true 
when using the "net change" 
method. By the way, the draft 
says over-reversals must never 
be allowed to cause an existing 
credit balance on deferred taxation 
account to be converted into a 
debit balance, but gives no reason.' 


“The reason is obvious. It would be 
patently absurd as it would be 
plain for all to see that over- 
reversals had taken place.” 


‘But over-reversals have taken place 
even when masked by other items. 
I suppose the idea is that it's all 
right as long as it doesn't show.’ 


‘You will learn that when taking 
short cuts for the sake of expediency 
you must always look at the end 
result and adjust anything that is 
blatantly wrong. The draft does not 
mention it because the possibility 
is remote, but under the “net 
change” method you could have 
no timing differences left and yet 
still have a balance on the “deferred 
taxation" account. In that case 
you would write the balance off.' 


“So under the recommended “defer- 
ral” method there is actually a 
choice of three methods; individual 
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item, group, and net change, each 
of which produces different results, 
one creates over and under-re- 
versals and all provide a balance 
sheet figure which might be mis- 
leading. The "liability" method 
produces one result and a true and 
fair balance sheet picture.” 


“But may have a misleading effect 
on the profit and loss and earnings 
per share.” 

‘Surely this is only a matter of 
presentation. All extraordinary 
items have this effect.’ 


AC 


‘Where there is no option that is 
another matter. Shareholders, the 
financial press, bankers, etc., all 
look at the end figure of profit or 
loss and at the earnings per share, 
and the impression given by these is 
difficult to remove by explanation.’ 


AC ‘But surely a true and fair view 
should take precedence over coming 
up with the figures the readers 


would like to see.” 
“Don't be impertinent.' 


‘Maybe there was something to be 
said for the bad old days.' 


"What do you mean?' 


"When you used to have to think 
these things out for yourself.” 


Perhaps one should not pay too much 
attention to AA's remarks. Sometimes 
he mutters meaningless words to himself 
and after the above conversation was 
heard to murmur, “And the decree went 
out that all accountants should worship 
at the altar of the god known as “The 
matching principle" and that a periodic 
sacrifice of “The honesty of the balance 
sheet" should be made to appease the god.” 


MANCHESTER'S WEEK-END 
COURSE 

Tutors from Caer Rhun Hall will be 
conducting a week-end residential course 
entitled *Consolidations made easy' at 
Keele University from June 13th to 15th. 
Designed for Part II students, the course 
has been organized by the Manchester 
CASS and costs £7:50 inclusive of meals 
and accommodation. The Society also 
hopes to offer places to members of other 
student societies for whom the un- 
subsidized charge will be £10°50. 

Members of the Manchester CASS and 
those of other student societies interested 
in attending the course are advised to 
write immediately, enclosing the appro- 
priate remittance, to Chartered Ac- 
countants’ Hall, 46 Fountain Street, 
Manchester Mz 2AD, or to Hugh Medley, 
8 Devonshire Park Road, Davenport, 
Stockport, Cheshire. SK2 6JW 
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NINE MONTHS' FOUNDATION 
COURSES 


Tue Polytechnic of Central London, 
together with thirty other colleges, will 
be co-operating with The Institute of 
Chartered Accountants in England and 
Wales in the provision of full-time, nine 
months' foundation courses starting with 
the 1973-74 session. 

The Central London Polytechnic 
course is due to commence on September 
24th and students interested in receiving 
details and application forms should 
write now to: The Registrar, School of 
Social Sciences and Business Studies, 
Polytechnic of Central London, 7o 
Great Portland Street, London Wr. 

Other colleges in the London area 
offering courses starting in September/ 
October are: 

City of London Polytechnic 

Polytechnic of the South Bank 

Ealing Technical College 

Kingston Polytechnic 

Middlesex Polytechnic 

North East London Polytechnic 

Polytechnic of North London 

Thames Polytechnic. 

All the above courses will terminate in 
June 1974 with a college examination, 
successful completion of which will lead 
to exemption from the Institute’s Founda- 
tion examination. 


SPORTS AWARD TO SCOTTISH 
STUDENTS 


AT a recent ceremony in the Court 
Room of Heriot-Watt University, Edin- 
burgh, the following students in the 
Department of Accountancy and Finance 
and CA students on their university 
year were among those who received 
the award of colours from Heriot-Watt 
University Sports Union for outstanding 
achievements during the winter and 
spring season: 

Rory MacLeod (CA student) — Blue 
for ski-ing. Rory MacLeod was an out- 
standing member of the Heriot-Watt 
University ski team which won both 
the Scottish Universities and the British 
Universities ski championships. He cap- 
tained the Scottish ski team in Iceland 
and was selected for the British Univer- 
sities team in Switzerland. 

R. Chada (Postgraduate, Financial 
Studies) — Blue for rugby. Chada was 
captain of Heriot-Watt University RFC 
1972-73- 

K. A. Hay (CA student) - Blue for 
hockey; and G. 7. R. Ure (Accountancy 
and Finance III) — half blue for hockey. 
Heriot-Watt University was joint winner 
of the Scottish Universities men's hockey 
championship. Hay has represented both 
Scotland and Scottish Universities in 
international matches. 

P. f. Vinestock (Accountancy and 
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Finance III) - Blue for table tennis. 
Undefeated in inter-university competi- 
tion, Vinestock won the Scottish Univer- 
sities men's singles table-tennis champion- 
ship title. 

W. B. Buchanan and A. F. Gall 
(CA students) and M. C. Shaw (Ac- 
countancy and Finance III) — all half 
Blues for golf. 


LETTER TO ROUNDABOUT 
London Students' AGM 


Sir, - Will the resolutions proposed for 
the CASSL AGM next week really 
represent widely-held views, even if they 
are passed? 

In particular, resolution 4 on representa- 
tion is substantially the same as a CASSL 
resolution which was defeated at the 
ACASS conference in Warwick. It is 
entirely unrealistic to expect student 
representation at all levels of the Institute 


pen, 


(which must include the Council) — 
especially if such representation is not to- 
be reciprocated as Mr Pattni proposes, 
though without any attempt at justification. 

Student societies are only truly effective 
if they are independent. Nevertheless, it 
is right that senior bodies should keep a 
residual power over them, especially as 
regards finance; CASSL is controlled by 
a small group of students, and however 
hardworking and sincere they may be, they 
should be subject to scrutiny. 

It is up to the district societies to be 
enlightened enough to appreciate the utter 
uselessness of any students” society if they 
seek to control it too tightly. I doubt 
CASSL’s ability to force the Institute to. 
agree the new rules, however major a 
campaign is launched. 

Resolution 6 is meaningless. What 
matters is the cash students receive during 
the year, not the rate or date at which it is 
payable. 

Yours faithfully, 


London SW. D. CONSTANTINE. 





London CASS Annual Report 


A DRAMATIC improvement in the finances 
of London CASS is recorded in the 1972 
report and accounts to be presented at 
the annual meeting on June sth. There 
is a healthy surplus of £7,508 this year 
compared with the heavy deficit of 
£15,160 in 1971. 

Richard Vinson, the Chairman, in the 
course of his report to members, describes 
the past year as one of considerable 
development in student society affairs. 
The salaries campaign had highlighted a 
particularly unfortunate situation but, 
says Richard Vinson, “it is essential that 
students do not become waylaid too 
easily by the simplicity of salary bargain- 
ing: a decent living wage is an immediate 
necessity but it will not answer the real 
problems within the profession today. 
The students must look towards the 
future, when they will be the elder states- 
men, and not merely towards the present. 
They must work for an improved profes- 
sion, not merely to ameliorate the poverty 
of students. 

“It is true, of course, that this effort 
to improve the salaries is one factor 
essential to achieve this improvement, 
but there are other areas in which changes 
are required. Most important amongst 
these is the abandonment of the archaic 
apprenticeship system of “articles”. Is it 
possible that — despite the abandonment 
of the articles system in most other 
professions and countries — the Institute's 
stand is correct? The Institute's track 
record suggests that this is another case 
where it has failed to move with the 
times.” 

Richard Vinson goes on to say that the 





London Students’ Society is committed 
to the abolition of articles because it 
believes the system is harmful to the 
profession. He adds: "The low morale 
endemic among those training to be 
chartered accountants is largely caused by 
this system. The stigma attached to the 
term “clerkship” dissuades the intelligent 
and imaginative from joining the profes- 
sion and encourages the complacent and 
security conscious. The existence of 
cheap labour encourages employers to use 
out-moded and wasteful techniques and 
enables them to continue to provide, 
profitably, only an elementary service to 
their clients. 

“This situation leads to an unsuitable 
training for students because they are 
often used to perform laborious duties 
which are the client's responsibility. 
Instead, the student should be encouraged 
to accept responsibility, to use imagination, 
and to develop into a professional person." 
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Notes 
and 
Notices 





PROFESSIONAL NOTICES 


- Epwarp Moore & Sons and ARMITAGE 


& Norton, Chartered Accountants, an- 
nounce the formation at April 1st, 1973, 
of a firm under the name of EDWARD 
MoonE & Sons which will practise from 
4 South Parade, Leeds LS1 5TZ. The 
existing practices of the two firms will 
otherwise continue unchanged. The part- 
ners in the new firm are Messrs R. 
GRIMBLE, M.B.E., F.C.A., G. P. NORTON, 
M.A., F.C.A, M. F. Moore, F.C.A., 
T. MCDONALD, B.COM., F.C.A., M. K. 
Down, F.C.A., and T. FALKINGHAM, F.C.A. 

ASHMOLE, EDWARDS & GOSKAR, Chart- 
ered Accountants, announce the admission 
into partnership of Mr A. J. Simpson, 
A.C.A., who will join the firm on June 4th, 
1973. Mr SIMPSON will be the resident 
partner at the Haverfordwest offices and 
will suceed Mr R. J. PEACHEY, A.C.A., who, 
with much regret, is retiring for personal 
reasons. 

Ernest A. Fox & Co, Chartered Ac- 
countants, of Crook Log, Bexleyheath, 
Kent, announce that Mr Davip G. TERRY, 
A.C.A., who has been with the firm for a 
number of years, has been admitted to 
the partnership with effect from April rst, 
1973. 

SCRUTTON, GOODCHILD & SANDERSON, 
Chartered Accountants, announce that 
Mr N. F. PENNINGTON, F.C.A., retired as 
a partner on April 3oth, 1973, but will 
continue to be associated with the firm 
as consultant. 


APPOINTMENTS 


Mr A. C. Brooking, F.c.c.a., has been 
appointed finance director of the British 
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Rail Property Board. This is a new post 
and carries with it a seat on the Property 
Board. 

Mr C. J. Bright, M.A., F.c.A., has been 
appointed a director of Bonochord. 

Mr G. D. Brown, F.c.A., has been 
appointed to the board of Laing Develop- 
ment Co. 

Mr Bill Gilliland, c.a., has joined Reed 
Executive Selection as a consultant. 
Previously he was secretary and chief 
accountant of Dorlands Advertising. 


Mr Colin Macpherson, M.A., C.A., has 
been appointed by the Secretary of State 
for the Environment to be a member of 
the Commission for the New Towns. Mr 
Macpherson is a partner in Smith 8 
Williamson, Chartered Accountants, of 
London. 

Mr Donald Wood, F.c.a., has been 
appointed financial director on the board 
of Marconi Radar Systems, a GEC- 
Marconi electronics company, based at 
the head office in Chelmsford. 


SNAN 





Mr D. Wood Mr P. A. Young 

Mr Peter A. Young, A.C.A., has been 
appointed chief accountant of The 
Hymatic Engineering Co. 

Mr J. E. Pierce, A.C.4., who joined 
Sleepeezee Ltd as comptroller in October 
1971, has assumed the additional re- 
sponsibility of company secretary. 

Mr J. C. Price, B.A., A.C.A., has been 
appointed chief accountant of the National 
Coal Board's South Nottinghamshire Area. 


Mr H. C. Ridgwell, a.c.a., has been 
appointed to the board of Christie- Tyler. 


Mr M. D. Walker, F.c.a., deputy 
chairman of Joseph Peck Holdings, has 
relinquished his position as joint manag- 
ing director and financial director. Mr 
B. I. Ballard, F.c.a., is appointed financial 
director of the company, retaining his 
position as company secretary. 
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DIRECTOR OF POSTAL 
FINANCE 


Mr Peter John Molony, M.A., A.C.A., has 
been appointed Director of Postal Fin- 
ance and Corporate Planning and will 
take up his new three-year appointment 
early in September. Mr A. G. Herron, 
B.SC.(ECON.), F.C.A., the present director, 
is resuming his partnership with Touche 
Ross & Co at the expiry of his short-term 
secondment to the Post Office at the end 
of September. 

Mr Molony, who is aged 35, is cur- 
rently financial vice-president of Sea 
Containers Inc. After gaining his MA 
degree at Trinity College, Cambridge, 
in Pure Mathematics and Physics, he 
was articled to Champness Corderoy 
Beesly & Co and qualified in 1962. He 
then worked as an accountant with 
R. F. Fraser & Co and P. A. Thomas & 
Co and later joined IBM (United King- 
dom) Ltd until 1968 when he moved to 
his present company. 

The son of Sir Joseph Molony, K.c.v.o., 
Q.C., he lives in North-west London with 
his wife and four young children. His 
hobbies are reading, music, squash 
racquets and local affairs. He was a 
Councillor for the London Borough of 
Camden from 1967 to 1971. 


LAVY AND P. D. LEAKE 
AWARDS 


Last winter a number of Lavy and P. D. 
Leake awards were offered by The Insti- 
tute of Chartered Accountants in England 
and Wales to enable qualified accountants 
seeking a teaching career to train for a 
higher degree in finance and accounting. 
The following appointments, tenable for 
up to two years from September 1973, 
have now been announced: 
Lavy Studentships (f, 1,100 p.a.) 

Mr P. H. Slater, B.sc., A.C.A. 

Mr M. J. Lafferty, a.c.a. 
P. D. Leake Senior Studentship (£2,250 p.a.) 

Mr D. B. Kent, A.C.A. 


P. D. Leake Teaching Fellowships (£2,500 p.a.) 
Mr H. J. D. Easthill, F.c.a. 
Mr H. D. Cairns, A.C.A. 


AUDIT OF GROUP ACCOUNTS 


The fourth in a very successful series of 
courses by 'The Institute of Chartered 
Accountants in England and Wales on 
‘Group accounts and their audit’ will be 
held at the Grand Hotel, Eastbourne, 
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om June 27th to 29th. Previous courses 
thisseries have been commended for the 
anner in which the programme is geared 
the practical aspects of consolidation. 
A panel of distinguished speakers 
om practice and industry has been 
sembled under the chairmanship of 
Ir D. T. Young, F.C.A., of Spicer and 
egler, and the programme will include a 
iperon thetopical subjectof the problems 
` foreign subsidiaries, including re- 
üttances and the conversion of profit. 
The course fee on this occasion will be 
75, plus VAT £7:50. Applications should 
e addressed to Courses Department, 
'hartered Accountants' Hall, Moorgate 
lace, London EC2 (01-628 7060). 


IN PARLIAMENT 
EEC Accounting Procedures 


Ir HEFFER asked the Chancellor of the 
xchequer whether, in view of the 
esolution of the European Parliament 
ollowing the report of the EEC As- 
embly's Finance and Budget Committee 
n the loss of sums amounting to £40 
nillion or more a year from the EEC 
ludget [The Accountant, May 17th], he 
vill now press for improvements in 
ccounting procedures in order to prevent 
recurrence of such losses. 

The CHIEF SECRETARY TO THE TREASURY 
Mr PATRICK JENKIN): As we have 
iready made clear, we want to see as 
‘fective accounting and audit procedures 
n the EEC as possible. The recent 
solution by the European Parliament 
was a welcome contribution to this. 

Mr HEFFER: Is the hon. gentleman 
ware that the resolution passed at the 
-ecent session of the European Parliament 
irged the Commission to present an 
immediate report of the frequent instances 
of fraud which still occur in the agricul- 
tural sector and urged member States to 
deal with this matter? May we have a 
full report to the House? What action 
is being taken by the Government, par- 
ticularly as, in the future, British tax- 
payers’ money will be involved? Are 
the Government pursuing the matter with 
vigour and are they trying to renego- 
tiate the common agricultural policy, 
which is leading to such disastrous results 
for the British people? 

Mr JENKIN: The Government are cer- 
tainly anxious to see effective auditing 
and accounting procedures. Having 
accepted the motion moved by my hon. 
friend the member for Belfast, South 
(Mr Pounder), the European Parliament 
decided that committees of that Parlia- 
ment should give urgent consideration to 
the setting up of a public accounts com- 
mittee. We shall wait with great interest 
to see what the European Parliament 
produces. My hon. friend's motion 
would have been that much more eftec- 
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tive if it had been supported by hon. 
members of the Opposition. 

Hansard, May 24th, 1973. Oral answers, 
col. 638. 


NEW PRESIDENT OF 
SOUTHERN SOCIETY 


The recent eighth annual general meet- 
ing of the Southern Society of Char- 
tered Accountants was combined with a 
one-day course on ‘The Finance Bill 
1973’ and ‘Personal Financial Planning’, 
which resulted in an attendance of 75 





members. In view of this good support 
it was decided to repeat the formula at 
future annual meetings. 

The newly-elected President of the 
Society is Mr D. J. O. Crosthwaite, 
F.C.A., a partner in Pearce, Clayton & 
Maunder, of Dorchester. Educated at 
Wellington College, Berkshire, he was 
subsequently commissioned in the Royal 
Engineers and served at home and abroad 
until 1948. 

Mr Crosthwaite then entered articles 
with Mr E. H. Wingfield, r.c.A., of 
Fairbairn, Wingfield & Wykes (now part 
of Mann, Judd & Co). He moved to 
his present firm in 1955. 

Married, with a small son, he is a keen 
golfer and treasurer of the local hospital 
league of friends. 

Other officers for 1973-74 are: 
Vice-President: Mr M. G. Lickiss, B.Sc. 

(ECON.), F.C.A. 

Secretary: Mr R. G. Norris, F.C.A., 2 

Church Street, Basingstoke, Hants. 
Treasurer : Mr L. A. Jarvis, F.C.A. 
Auditor: Mr D. G. Durgan, F.C.A. 


INTERNAL AUDITORS' 
SUMMER SCHOOL 


This year's summer school of the Institute 
of Internal Auditors’ London Chapter 
will be devoted to a review of the position 
of internal audit today and prospective 
future developments. The programme 
will include a guided discussion of L. B. 
Sawyer's textbook, The Practice of Modern 
Internal Auditing. 


Members of the Institute, their assist- 
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ants and colleagues, and others with an - 


interest in internal audit will be welcome 
at the school, which is to be held at 
Clare Hall, University of Leicester, from 
July sth to 7th. Priority will be given to 
applications received from members of 
the Institute's UK Chapters before June 
7th, and applications from non-members 
for the remaining places will be dealt 
with in order of receipt. 

The fee, inclusive of meals, light re- 
freshments, gratuities and a copy of the 
recommended textbook, will be £24:20 


to members and £28:60 to non-members, . 


inclusive of VAT. Applications should be 
addressed to Mr H. A. Whittaker, M.A., 
F.C.L&., Brooke Bond Liebig Ltd, 35 
Cannon Street, London EC4M 55D 
(01-248 6422, ext. 146). 


CERTIFIED ACCOUNTANTS 
IN IRELAND 


Prospects of an “All-Ireland Conference” 
of certified accountants during his year 
of office were canvassed by Mr H. 
Desmond Mooney, F.c.c.A. (Belfast), 
at the recent inaugural meeting of the 
Association's Munster and Connaught 
Society. Mr Mooney is the first President 
ot the Association's Irish Executive Com- 
mittee. 

The following officers of the Munster 
and Connaught Society were elected: 


Chairman: Mr W. Nolan, r.c.c.4. (Cork). 

Vice-Chairman: Mr P. McNamara, F.C.C.A. 
(Limerick). 

Secretary: Mr T. Walsh, r.c.c.4. (Cork). 


SHEFFIELD SOCIETY'S NEW 
PRESIDENT 


Mr Barrie Cottingham, F.C.A., a partner 
in Coopers & Lybrand, of Sheffield, has 
been elected President of the Shefheld 
and District Society of Chartered Ac- 
countants for 1973-74- 

Aged 39, he was educated in Sheffield 





and was articled to Mr Walter Wingfield, 
F.C.A., of Camall, Slater & Co, qualifying 
in 1955. 

Following National Service with the 
Royal Air Force in which he became 
Flying Officer, he joined his present 
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firm in 1957, spending three years in 
East Africa from 1958 to 1961. 

Married, with one son and one 
daughter, his hobbies and interests are 
squash, cricket, soccer (now as a specta- 
tor) and oil painting. 

Other new officers are as follows: 


Vice-President: Mr John M. Beard, F.c.A. 


Secretary: Mr G. L. Stuart-Harris, F.C.A., 
: 22 Norfolk Row, Sheffield S1 2PA. 


Treasurer: Mr J. E. S. Dunn, r.c.a. 


ESTATE DUTY TEXTBOOK 
UPDATED 


Estate Duty on Business Assets, published 
by The Association of Certified Account- 
ants, has recently been revised and up- 
dated to incorporate the effects of the 
Finance Act 1972. The text provides a 
detailed analysis of sections of the 
Finance Acts 1940 to 1972 relating to 
estate duty, with an interpretation of 
Estate Duty Office practice, illustrated 
by examples. 

This book is available through Gee & 
Co (Publishers) Ltd or from the offices 
of the Association, price 45p. 


ESTATE DUTY FORMS 


The single sheet form of Inland Revenue 
affidavit A-14 for use in cases where the 
death occurred after March 3oth, 1971, 


` and the ascertained gross estate (including 


nominated property and the entirety of 
any jointly held property) does not exceed 
£9,000, may be used in future for cases 
where the gross estate so ascertained does 
not exceed /12,000 and the death oc- 
curred after March 21st, 1972. 

The form is being reprinted to take 
account of its extended availability, but 
meanwhile existing prints of the form 
may be used in these circumstances. 


APPLICATIONS FOR 
INVESTMENT GRANT 


Applications for investment grant in 
respect of the quarter January rst to 
March 31st, 1973, will be accepted from 
July 1st, 1973, and payment on such appli- 
cations, after approval, will begin from 
that date. 
Investment 


grant is payable on 


FOR C.A. 


EXAM 
PASSES 





AN R.R.C. HOME STUDY COURSE 


THE 
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expenditure incurred after October 26th, 
1970, only where it arises under a con- 
tract entered into by that date. Applica- 
tions should be made to the D'TI on the 
appropriate form, accompanied by form 
IG/32 (or form 1G/33 for ships) and 
relevant evidence of contract. 

The Department reminds applicants 
that no investment grant will be made in 
respect of expenditure incurred in the 
period October 27th, 1970 to March 
31st, 1971, unless application on the 
appropriate form and accompanied by 
any relevant documents including a report 
by an independent accountant is made 
before July 1st, 1973. Applicants should 
ensure that they have duly completed the 
appropriate form and forwarded it to 
the reporting accountant in sufficient 
time to enable him to examine and 
report on it, and for the documents to 
be received by one of the Grants Offices 
not later than June 3oth, 1973. 

Applications relating to expenditure 
incurred in the period April rst, 1971 to 
March 31st, 1972, must likewise be made 
before October rst, 1973. 


THE CITY'S FUTURE 


The Government's policy towards the 
City of London is to be outlined by Mr 
Peter Walker, Secretary of State for Trade 
and Industry at a two-day conference, 
organized by the Financial Times in 
association with the /nvestors Chronicle 
on June sth and 6th at the London 
Hilton. The conference, entitled 'Plan- 
ning the City's Future', will consider the 
future role of the City within the EEC 
and its relations with British industry. 
Other subjects will include the prospects 
for the City's institutions; the role of the 
professions; the City's relations with the 
rest of the world, the human and physical 
environment and the contribution of 
research in planning for the future. 


COMMERCIAL ACCOUNTANTS’ 
TEXTBOOK AWARD 


Recognition of ‘the outstanding students’ 
text covering any part of the examination 
syllabus to appear during each calendar 
year’ is the purpose of the Society of 
Commercial Accountants’ Annual Text- 
book Award. The 1972 award, which 
takes the form of a cheque for £100 to the 
successful author, has been made to 
Dr John Parris, LL.B., for Commercial 
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Law Made Simple, published by W. H. 
Allen & Co Ltd. 

Entries for the award are judged by 
members of the Society's Council and 
board of examiners on relevance to the 
syllabus and on other criteria, such as 
content, format, typography, layout and 
price, which would make a book good 
value for money to a student. The em- 
phasis of the competition is on textbooks 
rather than on more advanced or 
academic contributions to accounting 
literature. 

Presentation of the award will be made 
by the Society’s President, Mr J. Peter 
Ford, C.B.E., M.A., at a luncheon to be 
held in Bristol on June 27th. Previous 
awards have been made to Messrs 
W. M. Harper for Management Ac- 
countancy (1969); L. E. Rockley, Finance 
for the Non-Accountant (1970); and 
H. Washbrook, Management Control, 
Auditing and the Computer (1971). All of 
these are available through Gee & Co 
(Publishers) Ltd. 


'"PLAYFAIR' 
‘PLAYFAIR’, 


The solution to com- 


piled by Kenneth Trickett, F.c.4., which 
appeared in last week's 
follows: 


issue is as 
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provides the simplest answer. Backed by 43 years 
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Deloitte & Co. 
Harmood Banner « Co. 


Deloitte € Co. and Harmood Banner « name of Deloitte, Haskins & Sells in 

Co., Chartered Accountants, announce close association with Haskins & Sells 

that they will merge their United of the United States, will continue 

Kingdom practices on the Ist May unchanged. For this reason Harmood 

1974. From that date the merged Banner & Co. will withdraw from their 

practice will be carried on in the name existing international associations. The 

of Deloitte & Co. and the Harmood Harmood Banner & Co. offices in the | 
Banner partners will become partners Channel Islands, Nigeria and Ghana | 
in that firm. will become part of the Deloitte, | 
The overseas practice of Deloitte & Co., Haskins & Sells international 


carried on in that name and in the organisation. | 

















ORDER YOUR COPY NOW 


STA P L ES by PERCY F. HUGHES 


In relation to the total number of taxpayers those who are 
involved in evasion are few. But they need expert advice 
when their affairs are under investigation, with a view to a 
settlement which will enable them to wipe the slate clean. 
In this edition the new Taxes Management Act 1970 is re- 
viewed at length but as the Finance Act 1960 still applies 
in certain respects it is considered in this edition to a limited 
extent. 

Reports of relevant decided cases will be found to be inter- 
_.. NINTH EDITION esting and instructive to those involved with the interpre- 
tation of fraud, wilful default and neglect. 
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By F. C. DEVINE, M.Sc., C.Eng., M.L.Prod.E.. M.I.M.C., A.Comm.A. 


Production engineering and works management rely on accounting 
information for their decisions on manufacturing policy and operation. 
The works manager and the accountant must perforce understand one 
another if a business is to prosper. 


PRICE 
£3:25 net 


No recent book brings out more clearly what industrial accountancy 
has to offer than Frank Devine's. He is an engineer who has been 
consultant, line manager and chief executive, both here and in the 


£42 United States. He has seen the practice of industrial accountancy at 

including first hand. The result is an authentic study of working capital require- 

postage/packing & ments, profitability, ratio analysis, planning, budgetaiy control, standard 

VAT (2p) UE: costing, variance analysis, marginal costing and product evaluation, 
seen from the manufacturing head's chair. The works manager who 
reads the book must inevitably know more about accounting services 

dian available to him. 

Overseas 


Students preparing for Council of Engineering Institutions, Institution 
of Works Managers and Institute of Cost and Management Account- 
ants examinations and membership will also learn much from these 
clear and practical one hundred and fifty pages. 
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RECOMMENDED FOR 


June 7th, 1973 


EXAMINATION STUDY 


students 


manual 


auditing 


This book has been written especially for 
students. It explains the principles of auditing 
and illustrates the application of those 
principles to the annual audit of a medium- 
sized undertaking. The approach is practical 
for much of the subject-matter has been de- 
rived from Cooper's Manual of Auditing. From 
this point of view, the book provides the 
student with every possible assistance in carry- 
ing out his daily work as audit assistant, giving 
him an overall understanding of what is 
required of him and why; thereby extending 
his interest. It is also, therefore, a book 
which will provide excellent preparation for 
examinations in auditing. 





V. R. V. COOPER 


Special features are chapters on the audit of 
group accounts, the drafting of audit 
reports and qualifications therein, audit 
aspects of different classes of business, 
investigations and the case law relating to the 
duties and liability of auditors. The extensive 
appendices include examples of audit docu- 
mentation. There is also a convenient summary 
of statutory and Stock Exchange requirements 
in relation to the presentation of annual 
accounts to shareholders. This summary is 
illustrated by a specimen set of accounts. 

This book is published on behalf of the General 
Educational Trust of the Institute of Chartered 
Accountants in England and Wales. 
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A Remarkable Lack Of Interest T 


EMBERS of The Institute of Chartered Accountants 


in-England and Wales are.a mean-minded, suspicious 


and apathetic lot. Such, at least, is the conclusion which a 


lay observer might well have formed from the proceedings 


of the Institute's special meeting which followed the annual 


. meeting of members last Tuesday. 


Faced with the second part of the “package” of constitu- 
tional changes recommended by the Special Committee on 
Future Policy, no more than 5,800 members — perhaps 11 
per cent of the membership — troubled to record their votes. 
This follows a 124 per cent poll on the first part of the 
package last autumn (‘Minority Mandate’, The Accountant, 
October sth, 1972), end a 23 per cent over-all poll in last 
month's election for Council candidates. 

In the course of his introductory remarks to the annual 


meeting, the President, Mr Douglas S. Morpeth, T.D., 


B.COM., F.C.A., said: 'I do not believe that members of one 
of the foremost accounting bodies in the world should 
illustrate a level of interest little better than current local 
authority elections.’ The irony is, of course, that the special 


- committee's proposals were themselves intended to be, 


in part, a corrective for members' apathy. 
Debate at the spécial meeting revolved largely around the 


extent to which the Council could properly ask for enabling 


powers] Several speakers pressed for the rejection, in 
particular, of the resolution authorizing the Council to 
develop.a scheme of tests for fellowship. This proposal, 
it was argued, had not been given sufficient time for ade- 
quate examination and debate at district level, and would in 
any event not serve to eliminate the present differences 
between the best and the worst practitioners. - 

Mr H. O. H. Coulson, F.c.a., in particular, also PE 
the proposal to delete the present “Fundamental Rules” 
(which in their present form constitute an .unreasonable 
clog on the work of the Ethics Cómmittee), saying that a 


matter of such importance should not be left to the Council 
. to decide by regulation. On the other hand, Mr D. G.Kelly, 
- F.C.A.,, was warmly applauded for his view that members 


were showing a remarkable lack of interest in what the 
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profession is-doing, and matters of importance should for 
that very reason be left to those who had the requisite 
qualities to serve on the Council In the event, these 
resolutions were both passed, by majorities of 4,633 to 
1,107, and 5,387 to 351. | 

Voting on the subscription resolutions (numbers 5 and 
6 on the formal agenda) must have recalled to some mém- 
bers the experience of 1968.. The revised subscription 
structure proposed.by the Council, eliminating some of the . 
more ‘archaic differentials, received a vote of 4,037 in 
favour and 1,703 against — which, for one requiring a two- 
thirds majority, is a little close for comfort. But members 
refused to sanction discretionary powers for the Council to 
vary subscr'ptions within a 50 per cent limit. This was the 
only adverse vote of the meeting. 

It is perhaps some comfort to reflect, since members 
have demonstrated in this way their reluctance to trust the 
discretion of their own elected representatives, that some 
of them do not appear to trust Her Majesty's Privy Council 


^ 
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<- authorizing: acceptance of, any amendments which the: 
MD Coüncil might require as a condition of allowing non- acceptance. Last- year, 100 :members” voted against 


:: the ainendéd bye-laws: .. | : | 
"The Institute. Council is, in fact, in- n something ae a cleft. 
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the Council, ,no matter how.innecuous and formal the 
resolution or how lüdicrous. the: implications of its possible 
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recognizing the effect'of thé Criminal Law Act of: 1667; this’ 
time; in addition: to those who’ sought to deny. the Privy, 
Council its. necessary jurisdiction, there were no fewer-than 


| 


Council imde — ini indeed, rightly: so: On: the. other: Supplemental ‘Chatter and bye-laws a ds amended. One cam 
- hánd;. the Privy Council has" given the Institute à plain”. feel some sympathy for the sotto voce remark. of onè member 


-'ments-are ‘unlikely to be favourably 1 received; not to men-* 
“tion the fact that this-week's low poll. may. indicate that. 
- raemibers themselves. have been sated in' recent years “with”: 
special meetings and constitutional changes: .of one kind 
“and” another; with - whose purport n are © perhepe not) 
3 irhmediately concerned. =- - : 

Given the further circumstance inat o c convene a special 


meeting for any purpose costs something: of the order of. 


2 000, an. alternative to enlarged discretionary powers for’. 
¿the Council is’ not immediately apparent. Now that mem-. 
bers have deleted from the bye-laws (as part of last year’s 
“package of amendments) the controversial power of control ` 
- oyer. the Council” formerly contained in clause 16 of the ` 


) ; «indication. that repeated: applications. for. bye-law amerid- | 


of thé platform party. at the“close ‘of the. meeting, to “the: 
- effect taat “If. I am n to do it; TH haye those 86 young 
for us. next year!’ A is cR 2 iis 
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Annual Meeting . 


precesnnnes. of the TN meeting whic précedéd: 
the: special meeting were. largely. formal: and, occupied: 
little more than: half an hour, though! both Mr Jack Clayton,, 
F.C.4,, and Mr Alan. Patrick, F.C.A., found. occasion to speak 
. on the attitude of the Institute and of the. ASSC to inflation’ 
accounting. Mr Patrick expressed pleasure that the-In.titute 


7.1948 Supplemental Charter. of: the. Institute, ‘and have had atlast ‘recognized: the: existence. of inflation and the 
* direct. machinery for the. nomination and election of.. need to do something about it; but he attacked, the use of 


+. Council éandidates, one e night perhaps expect them: to bea 
E approach. to a very practical problem’, 


: little ‘more consistent. 


indices ás proposed in EDS as-‘a thoroughly" theoretical. 
and,thought it 


It is more pleasant-to be able to record that the meeting’ ‘unrealistic — particularly: in «industries where thé rate of. 


. gave a sübstantial majority of 5,515 to: 227 to: the proposal: 


- y to delete the: catégory of incorporated : accountant members’ 


M 


. / from: the’ éonstitution.. As we remarked on this page on; 
May, roth, the continuance of this discriminatory label for — 
'; fewer than 400 of the: present: membership is of. doubtful. 
justification. It was fitting, too, that -Mr:B..V. Pigott; 


téchnological'a advance was very. great ~ to apply: á morietary, 
correction: to -assets without. making. any allowance for: 
„technologi cal. improvements; Reliance óna rule book meant. 
that judgement was the more likely to go out of the window. ' 
Moving the ‘adoption. of the Council’s report; the Presi-' 
. dent said : “Since the failure of. integration, co-operation has, 3 


=n FICA., J.DIP.M.A., Was Off ‘hand to pronounce the requiem — been maintained, and extended overa wide span of. activities, | 
M tof this title which had been held i in honour since 188 5, for 


“the progressive liberalization. of ‘the; ori iginal Ig 27. terms . 


including ASSC, Europe and “relations with. UK govern- : 
ment departments. This gives : ‘much added stten gth to the. 


f ; : i ‘Owes not a little.to. his. powers. of tactful. es a ane ; voice of the accounting professión i in: these areas. We may, 
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* “however, have to face the fact that at some: ‘Stage in the: 


; As a result of. € acceptance of rao No.: 2. - future, our entry into: the EEC. may result in .our. being” 
on. the agenca (by a vote of 5,325 to Al 9). the. Council i is 4. forced to. accept that rationalization. Would be more Appro: 


-now-able to proceed with its declared: intention to.,control. . 
| A P š “entry requirements by regulation. ‘One consequence of: the.: 


E E oe 's intentions is likely to be tlie disappearance of the: 


vost, 
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“terms ‘articles’ and “articled clerk’ in. favour of * training" 


"contract! -and “student”, The draft : regulations circulated 


._with last. Tuesday’s agenda also inchided powers to.with- . 


«¿draw as an‘extreme remedy; the authorization of a prin cipal. : 
to take-students, and f for studénts to broaden their. experi- 


ence by training in the offices of other authorized principals. p 


"This latter * provision, it is stated, ‘would enable ‘and én- 


sa b 
E a scourage grouping arrangements between practitioners. who 


erica may not be able-to offer the predih of. experi | 


; ence necessary for a student’. 


"Thé pattern of voting on. any poll : seeins. to > indicate thé is 
one of the leading accoünting bodies i in thé world. 


existence uon a small number. of members prepared to, cast. 
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-priate than co-operation: ... 

‘It is. clear - that. "Britain S entry 1 nto. EEC “will Pu à 
significant effect on, thé accounting, profession 4 ih the. UK, 
“We zre now part. of EEC, and. we will have to devote. 
increasing effort and resources to: ensuring that “our point E 
. of view and our interests are put forward to the appropriate’: 
"authorities both in the UK and Brussels. We already have. 
-somé significant: successes "under our: belt, including ` a res” 
think by the Commission of'a proposal for establishing the | 
qualifications. of pérsons authorized to carry out.audits 1 in. 


their own countries, but there-is still a long way. tó go. 


‘Nor can we neglect the. increasing internationalization 


. of the accounting: profession and. its effects. on all our 


members. We'must continue to develop our’ influence as ' 
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"WEM RPM >  Anindividual's sensory apparatus tells him quickly . 
pL. fy AA “enough if his cover.is inadequate. ` 
d Rae. ugue Bat Corporate bodies have no such TTE 
ANC ae ci And it therefore’ requires considerable skill to 
LER ‘discern whether or not a company” S. insurance 1s. too- 
A es a too'small or just right. 


Inadequate cover c can lead to the catching of a a severe cold - 





- I XT ue sita isa skill Which. CIB brokers have mastered to. 
xe d-dh, Se D S ad a man. y 
A Vou np i ow “Call one in, and he will: set! about gaining: a 
HN MILL M Er Mae understanding of your büsiness; ^" B 
DP s ae D. , He wil then be able tó. tell. whether you are: 
cn Pie TE sufficiently Covered in ‘they right’ places: (He will 
Ja NE LL E + probably also be ablé to point, out. t; places which: you l 
c e IR hadnt even thought of.) le 
CR Qc Given his experience of i insurance: dnd his, familiar- | 
TOM WC TENE diy with Lloyds and with the Insurance Companies, he :' 
CoU v7 7 7. 4 lea then proceed to provide exactly tlie Bon you 
Pe So Og T , require, on highly. competitive terms. |: , ui a 
SE i d oe + He will help you with claims; advise you'on Dew. |. 
Eo X PT Ld. developménts and modifications arising from them; and” 
Sea EST AA de A provide an. international; service if' yours, ‘is an inter- 
i 0 7 ^5,  , „national operation. | + * 57 E m 
c NE "ow Send to us for.a list: of CIB brokers (the address i i 
BSc Br ee ¿below). Select-one and Call: him in. And your company 
tee E .. máy never need the;attentions of a Company Doctor. - ' 
E ALT xc TM Prevention, after all, is better mE cure. a 
TED AOL CI M "MN EU P adj cpi qM Mg CN og - dam 
naue. o qu nds a OM eS o hui Re Corporation of Insurance Brokers, ' — — 
Qu MET as a St. Helen’ $ Place; London EC3A 6DS. ho ^ 
A IAN CN eo qs : 2 pe A N is 01-588 4387. DNE - "gr . ae 
E i ra : - , i zn ` PU ; A zn " . ^a 


4 


4 







M s iib + 5 | 
id W : EA / 


o D A 
e 


x 
r 
Ca 
A”? r 
` 
; * E 
- M " 
+ 1 = 
* 4 
a 2? a = 3 z 
to 
” M CA > " 
. 1 : 
"n 
3 oe 
+ al 
. 
2 5 ^ 





E, Hiehl lr 
^5 


yf 


4 t 
~ AN 
LEY 1 
4 t 
a 
- d . 4 
r 
eei ` : i 
: ? 
RE 4 
M t 4 
r 4 è 
La . = . 
Pl 
y ES 4 
: S 
am * 4 
> 
r 
r = 
: E 
, 
EN / 
3 
* 4 t 
> ` 
r ` * 
= - 4 * r 
3 
, 
ot 
+ . 
à LA 
a. 4 i 
i 
10168 X 
- T 
aes 
- D i ‘ : 
e 
` 
2; 4 
7 o3 
, - , 
4 
td 1 x 
4 
w 
+ 
^a ~ Fe 
¿ 
- 
1 - 
> * 
4 E x 
1! hos 
* . 
» 
E 
1 
2 
* : ^ 
aa +. 
1 
- 
E 
" 
- 
1 
E 
boa 1 
+ lia 
= n , » 
- + ` 
. 
L^ 
* 5 
i 
. d 
4 
~ 
4 LI 
- 4 ~ 
r 
y 
p 
: , 
e à 
- 
” 
4 
4 1 
e 
á 
- 
d 
f [ 
EN A 
e 
f 
J 
ye D 
+ 4 
s 
- 
4 r 1 
G ' 
E 
a 
P xf 
L 
, 
t 
+ 
^ T 
4 4 
^ 
T 5 Lt 1 
. - 
soa 


a 
+37 * 
4 , 


dr 


THE 


ACCOUNTANT 


June 7th, 1973 


welt. employed clients? 


. Help them turntheirincome tax 
 Intoapension.. TED 


. Tell them about Time Assurance Personal Pension 
Bonds: 


Tell them about the Total Tax Exemption 


.. A Yes,total tax exemption on every penny saved 


‘for retirement. Because premiums come off the top 


of earnings, reducing taxable income. Which means. 
that, for basic rate taxpayers, a £100 premium would 
cost £70. And higher rate taxpayers could claim as 
much as'£75 tax relief for every £100 they save. 


Increased vesting bonus 
The pensions provided by ‘Time Assurance 


Society have always been considered to.be generous 


and now the vesting bonus has been increased again 
from 2% per annum to 2.5% per annum of the basic 


pension. This means s that we can now add: a total of 


Amount of pension .(to nearest £) for men retiring at 65 
. paying a premium of £100 a year from different ages of | 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum., 


Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Pénsion at 65 


Cash option at - 
pension age 


Tax-Free 


At age 70 pack Sum Total 


Basic 
Pension 


E Age next 
birthday 
at entry 


At age 75 


If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and S show  , 
the effect of bonus adcitions after your pension has commenced, The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
ai present rates, if you choose to commute part of your normal pension for cash. 


Adjusted | 


at aga 65 bh 





zo to the basic pension for each year up to pension 
age ea bonus of 3% plus vesting bonus of 2.5%), 
and also make a greater tax-free cash sum available 
at retirement. What is more, the interim bonus con- 
tinues to be added after pension age. 


The generous pensions available 
For example, a man aged 40 next birthday, _ 


paying an annual premium of £300, can now expect a 


starting pension at age 65 of £3,177 p.a. or he can 
take a tax-free cash sum of £7,074 and a pension of . 
£2,358 p.a. for life. 


Tell them soon 

Send the coupon below for complete agency. 
details and a full set,of rates for men and women 
at all ages. 

You'll be doing your self-employed clients a 
favour— and yourself a favour too: our commission: 
rates are realistic and take account of the cost of 
your service. 

pm sm s re a nca mat sns cuum Os NN, EUM NN ON as nas uas ng 


A 1 TO: TIME ASSURANCE SOCIETY - 


E 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


i Manchester Office: 12a Piccadilly, Manchester 1. 
E Telephone: 061-624 7299/061-624 9955. 
I “Scottish Office: 6 York Place, Edinburgh 1. 
i Telephone: 031- 556 3895. 


| Please register me/us as Agent(s) of Time Assurance Society, 
I and send a supply of Pension Bond literature. . 


| NAME....... cdas: ' 
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ICA Presidential Elections 





NEW PRESIDENT 


HE President of The Institute of 

Chartered Accountants in England 
and Wales for 1973-74, elected at this 
week's meeting of the council is Mr 
Edmund Kenneth Wright, M.A., F.C.A., 
a partner in the London firm of 
Dearden, Lord, Annan, Morrish and its 
associated practices overseas. Admitted 
to membership of the Institute in 1937, 
Mr Wright has already filled, with 
great courtesy and distinction, the 
offices of Vice-President and Deputy 
President; and is one of the longest- 
serving members of the Council, to 
which he was first elected 1n 1959. 

Among his many other responsibi- 
lities, the new President has manifested 
a keen interest in the whole spectrum 
of professional education and develop- 
ment. He is a past chairman of the 
Institute's Courses and Articled Clerks 
Committees; he has contributed three 


booklets to the Institute's “Practice 
Administration’ series; he has been a 
Vice-President of the London 
Students' Society since 1958; and he 
has been closely involved in the de- 
velopment of the Council's latest 
discussion paper A Scheme of Tests 
for Fellowship — which formed the 
subject of his address to the Institute's 
Majorca conference earlier this year 
(The Accountant, March 15th and 
22nd). 

He has also devoted himself ener- 
getically in recent years to the im- 
provement of communications be- 
tween the Institute, its district societies 
and the ordinary member, and played 
a leading part in the negotiations 
which led to establishment of the Beds, 
Bucks and Herts Society of Chartered 
Accountants. 

During his 14 years’ Council service, 
Mr Wright has served on most of its 
principal committees, often as chair- 


man or vice-chairman. He is a past 
chairman and committee member of 
the London and District Society of 
Chartered Accountants, and was for 
six years (prior to his election to 
Council) a member of the Taxation 
and Research Committee. 

Married, with two children, he is 
an enthusiastic amateur gardener. He 
is also a governor of his old school, 
Leighton Park, and plays an active 
part in the preservation of civic 
amenities as treasurer of his local 
Sevenoaks Society. 


DEPUTY PRESIDENT 


At the same Council meeting, Mr 
Kenneth Johnston Sharp, T.D., M.A., 
J.P., F.c.A. — one of the Institute's best- 
known younger members, and its Vice- 
President for the past year — was 
elected Deputy President. A graduate 
of St John's College, Cambridge, Mr 
Sharp has been a member of the 
Institute since 1955 and of its Council 
since 1966. 

A partner in the firm of Armstrong 
Watson & Co, of Carlisle, Mr Sharp's 
professional interests have for several 
years included the particular problems 
of the smaller practitioner, and his 
Oxford Summer Course paper en- 


titled “Smaller Audits — Bigger Prob- 





Mr K. J. Sharp, T.D., M.A., J.P., F.C.A. 
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lems?” (reproduced in The Accountant 
for July 16th and 23rd, 1970) was 
recognized as one of the most thought- 
provoking contributions to appear on 
this subject. He was also an obvious 
and a happy choice for the chairman- 
ship of the Institute's new advisory 
board for interfirm comparison, estab- 
lished in 1972. 

Mr Sharp's name is no less familiar 
in the complex and delicate field of 
professional ethics and discipline. A 
magistrate for Carlisle City since 1958, 
he had served at different dates, prior 
to his election as Vice-President last 
year, as a member of the Investigation 
and Disciplinary Committees. He is 
currently chairman of the newly- 
established Ethics Committee which 
is undertaking a complete review of the 
Institute's rules, some of which have 
been criticized in recent years as “of 


little practical application’ and ‘un- 


workable’. 

Among his many duties on behalf of 
the Institute over the past year, Mr 
Sharp included the co-chairmanship 


. of the Majorca conference. As an after- 


dinner speaker, he has shown con- 
spicuous talent for penetrating and 
always topical comment on such varied 
issues as the contribution of the 
English language to international 
understanding ; accountants’ responsi- 
bilities and concern for the environ- 
ment ; and the place of the independent 
professions in society. 

Leisure time, one might think, is a 


relatively scarce commodity for occu- 


pants of the Presidential ladder; 
though at such moments Mr Sharp 
has an inclination to the more distinc- 
tive forms of transport. His preferred 
relaxations include canal cruising, and 
he has been known to confess that he 
‘might go out of his way to see a steam 
engine’. 


VICE-PRESIDENT 


. The name of the newly-elected Vice- 


President, Mr John Peter Grenside, 
F.C.A., is already widely known as the 
profession's *Mr Europe'. Nominated 
as an Institute representative to the 


- EEC accountants’ Groupe d'étude, his 


personal qualities quickly secured for 
him the recognition of a vice- 
chairmanship, and he played a leading 
part in the latest draft of recommenda- 
tions for the Community's ‘Fourth 
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Mr J. P. Grenside, F.C.A. 


directive' on the contents of company 
accounts (The Accountant, April 12th) 
— incorporating significant concessions 
to British accounting practice. 

Mr Grenside was admitted to mem- 
bership of the Institute in 1948, and 
in the same year joined the staff of 
Peat, Marwick, Mitchell & Co, where 
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he became a partner in 1960. He was 
co-opted to membership of the Insti- 
tute's Parliamentary and Law Com- 
mittee in June 1966, and joined the 
Council in December of the same year. 
Committees on which he has since 
served include Parliamentary and Law 
(of which he was chairman in 1972) 
and General Purposes and Finance. 

Though his commitment to the 
EEC study group makes substantial 
calls on his time, Mr Grenside has 
appeared as a speaker at several con- 
ferences devoted to the European 
scene, including “The British Company 
in Europe' and “International Trading 
and the Accountant’ (The Accountant, 
December r4th, 1972, January 4th and 
March Ist, 1973) and found the 
opportunity to participate in the 
Institute's Majorca conference last 
March. He also accepted nomination 
this year to membership of the Panel 
of Judges for The Accountant Annual 
Awards. 





Funds Statements in Two Continents 


UNDS statements are recommended as an internationally-recognized 
financial reporting practice in the latest publication by the Accountants 
International Study Group. The AISG concludes that the source and applica- 
tion of funds statement presents significant financial information which may not 
be readily available from other financial statements, and that it should be 
included as part of the financial statements in the annual report to shareholders. 


The Funds Statement, available from The Institute of Chartered Accountants 
in England and Wales, price £1-15, deals with some of the major problems of 
the statement of source and application of funds now being studied in Canada, 
the US and the UK and examines the current positions and practices in the 
three nations. Canada and the USA have both recognized funds statements as an 
essential part of the annual presentation, and they are covered by statutory 
requirements and professional pronouncements; there is a corresponding trend 
towards such statements being covered by auditors' reports. This situation does 
not yet obtain in the UK, although the Accounting Standards Steering Com- 
mittee has the subject on its future agenda, and an increasing number of public 
companies are including such a statement as an element of good reporting 
practice. This study examines the purposes and objectives of the funds state- 
ment and discusses various problem areas, such as non-fund items, disposals 
of non-current assets and loss on operations. An illustration of how the major 
conclusions of the book could be put into practice is included in the appendix. 


The Accountants International Study Group was formed in 1966, by the 
three Institutes of Chartered Accountants in Great Britain and Ireland, the 
Canadian Institute of Chartered Accountants and the American Institute of 
Certified Public Accountants. Group members participating in this latest study, 
whose publication follows hard on the heels of Consolidated Financial Statements 
from the same source (The Accountant, May 24th), included Mr D. S. Morpeth, 
T.D., B.COM., F.C.A., President of The Institute of Chartered Accountants in 
England and Wales, and Mr G. D. H. Dewar, C.a., a Past-President of The 
Institute of Chartered Accountants of Scotland. 
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Birthday Honours 


MONG the Queen's Birthday 

Honours gazetted last Saturday, 
we note with particular pleasure the 
names of two well-known members of 
the profession — Mr lan ‘Thomas 
Morrow, C.A., F.C.M.A., J.DIP.M.A., 
A.T.I.1., Vice-President of The Insti- 
tute of Chartered Accountants of 
Scotland in 1970-71, who is created 
Knight Bachelor; and Mr Wilfred 
Bowdell, B.sC.(ECON.), F.I.M.T.A., City 
Treasurer of Westminster and cur- 
rently President of The Institute of 
Municipal Treasurers and Account- 
ants, who receives the CBE. 

Mr Morrow, who featured as 'Man 
of Account' in The Accountant of 
July 3oth, 1970, at the time of his 
appointment as executive vice-chair- 
man of Rolls-Royce Ltd, has an 
impressive list of professional distinc- 
tions to his credit — to mention no 
more than a few, as a Past-President 
and gold medallist of The Institute 
of Cost and Management Accountants ; 
as a founder-member of the British 
Institute of Management; as director 
of a number of well-known companies; 
and as one of the panel of judges, over 
the years 1959—70, for The Accountant 
Annual Awards. 

Mr Bowdell, who graduated with 
honours from London University in 
1945, has been a member of the IMTA 
Council since 1965 — the year in which 
he also attained to his present appoint- 





Sir lan Morrow 


ment at Westminster, following re- 
organization of London's local govern- 
ment. An address by Mr Bowdell to 
members of the Institute of Internal 
Auditors, on ‘Internal Audit in Local 
Government’, was reproduced in The 
Accountant of January 18th. 

At least six other members of the 
accountancy profession were honoured 
on this occasion, in the course of one 
of the longest Honours Lists of recent 
years: 

Mr G. W. Totman, O.B.E., B.COM., 
F.C.A., Controller of Finance, Com- 
monwealth Development Corpora- 
tion, is created CMG; 


The OBE is awarded to Mr I. W. 
Dawson, F.C.C.A., A.C.M.A., group 
treasurer, Trent Vale hospital man- 


agement committee; Mr J. B. 
Jenkins, C.A., J.P., chairman of 
Mansfield hospital management 


committee; Mr Robert Kerr, M.B.E., 
F.C.A., Deputy Chairman, North 
Western Gas Board; and to Mr 
Fred Keys, F.C.A., lately secretary, 
Pye of Cambridge. 


Mr S. G. Y. Pool, C.A., receives 
the MBE in respect of his services 
as chairman of Dundee supple- 
mentary benefits appeal tribunal. 


We also offer our congratulations to 
Mr. Patrick Jenkin, Chief Secretary to 
the Treasury, who has been appointed 
a Privy Counsellor. 





Mr Wilfred Bowdell, C.B.E. 
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Fire at Home of 
Sir Ronald Leach 


ATERLANE Farm, at Head- 
corn, Kent, the home of Sir 
Ronald Leach, C.B.E., F.C.A., Was 
severely damaged by fire last Saturday. 
The eight-bedroom house, part of 
which is very old and has been the 
home of Sir Ronald and Lady Leach 
for some 25 years, is the homestead of 
a 350-acre farm with 100 milking cows. 
Much of Sir Ronald's antique 
furniture was rescued, but several 
paintings of considerable value were 
lost. The total damage is estimated at 
around £50,000. 

Sir Ronald Leach, a senior partner 
of Peat Marwick Mitchell & Co, is a 
Past President of the English Insti- 
tute, and chairman of the Account- 
ing Standards Steering Committee. 


Modern Management 


EADERSHIP by means of the stick 

and carrot does not inspire people 
to give of their best, according to 
Sir Derek Rayner, former chief execu- 
tive of the Procurement Executive, 
Ministry of Defence. Writing in the 
quarterly Civil Service journal, Man- 
agement Services in Government, he 
says: “We live in an age where people 
are challenging the wisdom and ability 
of leadership as never before, and 
leaders will only succeed if they can 
demonstrate their competence to lead.” 

Management, therefore, is not the 
prerogative of a narrow élite, nor 
could it be drawn from those whose 
experience was over-specialised or 
limited. Although quick fortunes could 
be made by the narrow pursuit of 
short-term objectives, successful 
leadership in large undertakings ‘will 
only spring from rounded human 
beings possessing the experience to 
make mature judgements, and who are 
allowed to act upon their judgement 
and to act quickly”. 

Within the structure of the Civil 
Service, he argues, entrants with 
management potential must be en- 
couraged to follow careers which 
will fit them for the top management 
jobs. Men in specialist categories — 
Sir Derek includes accountants in 
this classification — must have their 
rank, pay and calibre matched to their 
responsibilities, and be able to see that 
there is room for them at the top. 

During his time at the Ministry of 
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Defence, Sir Derek was responsible 
for initiating a “war on paper”, which 
resulted in a 16 per cent reduction 
in the number of information returns 
used in the department. 


BIM Code of Conduct 


T British Institute of Manage- 
ment has set up a working party 
to draft a code of conduct for its 
individual members. With its dual 
membership of 42,000 individuals and 
nearly 14,000 organizations, BIM 
claims to be uniquely placed to note 
the growing concern among managers 
that technological change, coupled 
with the rapid growth and increasing 
influence of national and multi- 
national companies, should not be 
allowed to militate against the best 
interests of the community as a whole. 

Under the chairmanship of Mr 
Clive de Paula, C.B.E., T.D., F.C.A., 
F.C.M.A., J.DIP.M.A., a member of the 
BIM Council, the working party 
hopes to publish an interim report in 
October. The aim is to prepare a final 
report for publication in the Autumn 
Of 1974. 

Members of the BIM who may 
have views which they would like 
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the working party to consider are 
invited to write to the Secretary at 
Management House, Parker Street, 
London WC2B sPT. 


Australian Society's 
New President 


ME G. W. BOTTRILL, F.a.s.a., 
deputy chairman of Philips In- 
dustries Holdings Ltd, has been 
elected President of the Australian 
Society of Accountants for 1973-74. 
Mr Bottrill's previous appointments 
within the profession have included the 
Vice-Presidency of last year's Tenth 
International Congress of Accountants 








People Before Systems 


SOCIETY which is the prisoner 

of its own information systems 
could emerge within a decade, accord- 
ing to Mr David Butler, UK director 
of operations for the Diebold Group. 
Unless the danger is perceived, people 
may find themselves spending an ever 
increasing amount of time and money 
in trying to adapt to inflexible 
systems. 

Under the auspices of the Founda- 
tion for Business Responsibilities, Mr 
Butler poses the question Should We 
Build Systems to Fit People or People 
to Fit Systems? Experience has shown, 
he argues, that people can fit in with 
almost anything, and there is a ten- 
dency to ignore personnel suscepti- 
bilities until a system has been 
designed in detail. In many businesses, 
particularly the larger organizations, 
systems impinge on customers no less 
than employees — as witness the 
common necessity to prefix any letter 
or telephone query with a 14-digit 


code number, and the widespread 
tendency to blame any and every 
cause of customer complaint on 'our 
computer'. 

"Ihe computer manager's easy ride 
is over’, writes Mr Butler; ‘now he 
must fight for his resources alongside 
every other departmental budget- 
holder’. The need for expensive 
equipment to justify itself allowed 
the systems builder ‘to escape from 
the prison of low-level administrative 
systems where his influence on people 
was negligible. He had got a grip on 
areas of the business where profits 
were made or lost and where people’s 
working lives could be changed, and it 
was a grip he was never to let go’. 

He sees it as the responsibility of top 
management to ensure that systems 
are made to fit people. Systems can 
transform jobs and have a marked 
effect on individuals’ job satisfaction — 
provided that this objective is set from 
the start. 


" n TT " ns > he ^22 
= A-— + y ed v F € 3 * qa B TES pis k, - $e 
as t p 4 J > y oo 
- 4 


June 7th, 1973 — 


in Sydney, Australia (The Accountant, 
October 26th, 1972); he also repre- 
sented the Australian profession earlier 
this year at a meeting in Dusseldorf 
of the International Co-ordinating 
Committee for the Accountancy pro- 
fession. 

The General Council of the ASA 
has also elected Messrs R. R. Gray and 
V. A. Benjafield as Vice-Presidents of 
the Society, and Mr R. O. Thiele as 
its Hon. Treasurer. 


Charities Penalized 


pee ee of charities un- 
der VAT is socially unacceptable, 
the Charities Aid Fund announced 
recently. Non-deductible VAT paid 
by charities on their purchases, accord- 
ing to evidence accumulated by the 
National Council of Social Service, 
would exceed the benefit of the 
abolition of SET and purchase tax in 
the ratio of 3:6 to 1. 

Despite the Chancellor being pre- 
sented with figures supporting chari- 
ties’ case, only two VAT concessions 
had been given — one on goods ex- 
ported by a charity, and the other on 
the sale of new and used goods in a 
charity shop — said CAF's chief 
executive, Mr J. D. Livingston Booth. 
‘Regrettably, Government remains 
otherwise unmoved, and we shall 
therefore continue to press for a 
realistic view of the mathematics 
involved, until they see that penaliza- 
tion of charities, of all things, is 
socially unacceptable.' 


Building Societies 
Award 


CCOUNTS of the South of 

England Building Society for 
1971—72 were the first to be published 
in the new statutory format. The 
Society has now been awarded the Sir 
Harold Bellman Cup, presented at the 
recent annual conference of the Build- 
ing Societies Association, for the best 
produced accounts in 1972. 

New advances by the Society in 
1972—73 totalled a record £30:7 million 
— an increase of nearly 50 per cent over 
the previous year's business — repre- 
senting 4,472 new mortgages and 1,340 
further advances under existing mort- 
gages. At April 4th, 22,374 mortgage 
advances were outstanding, with a 
total value of /87:9 million and 
negligible arrears. 
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New Zealand Companies 
Award 


E 1973 Award for Public Com- 
panies in New Zealand, inaugurated 
to encourage the presentation and 
distribution of adequate financial and 
other information regarding com- 
panies, has been won by Mason 
Industries Ltd, engineers and boiler- 
makers, of Auckland. There were 117 
entries for the Award, for which all 
public companies whose shares are 
listed on the New Zealand Stock 
Exchange are eligible. 


The Award, which takes the form 


of a suitably engraved salver, was 
introduced by the former Incorporated 
Institute of Accountants of New 
Zealand in 1956. Following the wind- 
ing-up of the Institute last year, and 
the transfer of its funds to the New 
Zealand Society of Accountants (The 
Accountant, April 27th, 1972), the 
Society has also assumed responsibility 
for the 1973 and future Awards. 

Presentation of the inscribed salver 
to Mason Industries is to be made 
later this year by Mr N. H. Chapman, 
chairman of the panel of judges and 
the last President of the Incorporated 
Institute. Other panel members are 
Messrs E. C. Marris, managing direc- 
tor, New Zealand Financial Times; W. 
G. Smith, President-elect of the New 
Zealand Law Society ; R. W. Stannard, 
a member of the company law revision 
committee of the New Zealand Society 
of Accountants; D. G. Whyte, chair- 
man of the Wellington Stock 
Exchange; and T. M. Williamson, 
chairman of the New Zealand Bankers' 
Association. 


BCS to end Non- 
Examination Entry 


ANDIDATES for admission to 
the British Computer Society will 
no longer be able to proceed directly 
to the ‘membership’ grade (desig- 
natory initials ‘mBcs’) on the basis 
of seven years' acceptable experience 
without examination. Entry to this 
grade by examination only has been a 
declared aim of the Society since 1968, 
as part of its programme to secure 
recognition as a professional society 
enforcing high standards of com- 
petence in its members. 
Announcing the new ruling, Mr Roy 









A WEE 


Allen, secretary of the BCS Member- 
ship Board, said “It was never the 
intention to allow the relaxed experi- 
ence-only ruling to become an easier 
method of joining the BCS than the 
examination. It was introduced be- 
cause, in the early days, there were 
many people in data processing quali- 
fied through years of experience, and 
who had also passed the age when it 
was reasonable to expect them to sit 
an examination. 

“It is essential that future members 
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are judged to be professionals in the 
same way that people in other occupa- 
tions become professionals — by 
thorough study and examination and 
promotion to higher grades of member- 
ship through subsequent experience.’ 

BCS membership as at June rst 
included approximately 1,500 fellows, 
7,000 members, 7,000 affiliates and 
1,800 students. The present member 
grade includes some 2,500 candidates 
who were admitted under the experi- 
ence-only rule. 





Management Accountants’ Year 


EMBERSHIP of The Institute 

of Cost and Management Ac- 
countants has shown a net increase 
of 1,300 over the past two years, and 
on December 31st, 1972, stood at 
12,737. The 1972 report of the ICMA 
Council, to be presented to next 
Saturday’s general meeting of mem- 
bers, also highlights the extent to 


NELAS. SE WT E 
ES 7 qnem 


era 






E ÓN 


Mr A. W. Hewitt, M.A., F.C.A., F.C.M.A,, 
1.C.M.A., President 


which the Joint Diploma in Manage- 
ment Accounting Services is domi- 
nated by the Institute; of 384 holders 
of the Diploma at the end of Decem- 
ber, 338 were ICMA members. The 
ICMA has four representatives on the 
Joint Diploma board, including the 
immediate Past-President, Dr J. M. S. 
Risk, B.COM., C.A., F.C.M.A., J.DIP.M.A. 
Speculation over the future relation- 
ship of the ICMA with the Association 
of Certified Accountants was followed, 
in April 1972, by simultaneous state- 
ments from both bodies, confirming 


that “informal talks' had been taking 
place at Presidential level (The Ac- 
countant, April 27th, 1972). The 
ICMA Council, however, saw ‘a 
number of fundamental problems" as 
a prelude to formal discussions and, 
though examination of these continued 
throughout 1972, no further statement 
has been issued. 

Replies to the consultative document 
issued to members in June 1972, 
outlining proposals for a second tier 
qualification (The Accountant, June 
8th, 1972) have shown a ratio of 
approximately 3 to 1 in favour. ‘This 
is not to be regarded, it has already 
been made clear, as a vote for or 
against the proposals; the Council's 
purpose was to obtain the views of 
members before formulating definitive 
proposals. Comments received have 
proved to be both useful and con- 
structive, and are now being examined 
by a working party of the Council. 

Members attending — Saturday's 
meeting will be asked to vote on three 
special resolutions affecting the com- 
position of the Institute's Council. 
These resolutions have been framed 
to reduce the demands at present made 
on the services of Past-Presidents and 
other long-serving members of Coun- 
cil, and to encourage more members to 
involve themselves in Institute affairs 
at national level, by reducing the ex 
officio term of a  Past-President's 
service from five to three years, and 
providing for compulsory sabbatical 
terms both for Past-Presidents and for 
co-opted members of Council. 

There is also on the agenda a fourth 
resolution, authorising the Council to 
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for surprise; but the good humour 
and conspicuous personal dignity with 
which Sir Basil Smallpeice and his 
colleagues of the “Straight Eight’ 
accepted the shareholders' verdict have 
in no way disposed of the company's 
difficulties. For one thing alone, 
Lonrho is still facing a D'TI inspection 
under section 165 (b) of the Com- 
panies Act 1948; for another, the 
prevailing climate can hardly tempt 
persons of credit and reputation to fill 
the vacant chairs in Lonrho's board- 


room. 


Neither the case for nor that against 
a compulsory quota of non-executive 
directors on public company boards 


publicity, was taken not by the ‘Eight’ 
but by Mr Rowland. 

The question which remains, and 
which is the most apt to consider in 
the context of a new Companies Act, is 
not whether a conglomerate of 
Lonrho’s size can be run as a one-man 
band, but whether company law 
should continue to allow shareholders 
the final say in such a matter. Lonrho 
has already weathered one crisis of 
liquidity; should it fail to weather its 
other impending difficulties, there are 
employees, creditors, and possibly 
even foreign governments, who may 
have to bear the consequences of last 
week's decision. 
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- petition the Crown for the award ofa SET To Live Again? 14th, from Mr W. T. Williams 
— . Royal Charter — a development fore- (Warrington, Lab.) who asks that 
— shadowed in the 1971 report. In WHITE-COLLAR tax on all VAT should not be levied on gratuities 
considering such an application, of employers of office staffs in the paid by way of service charges on hotel 
- course, the Privy Council may be Central London area is suggested by and other similar accounts. 
-. . expected to have regard to the views Mr Ted Fletcher (Darlington, Lab.) 
-— Of other interested parties. in a question to the Chancellor for New Appointment for 
M During 1972, the ICMA suffered a reply next Monday. Mr Fletcher's 
_ sad loss by the death of Mr James suggestion is designed 'to attract a IMTA Secr etary 
E Arthur Lacey, F.C.M.A., who was its proper balance of clerical jobs in the HE successor to Mr W. L. 
— - senior Past-President, having held the development areas’; the tax, he argues, Abernethy, C.B.E., F.C.A., F.I.M.T.A., 
m Chair in 1934-35. Mr Lacey, who should be calculated on a payroll as Comptroller of the GLC (The 
_ became a fellow of the Institute in basis. Accountant, March 22nd), has been 
- . I920 and a member of its Council in On the same day, Mr Graham Tope named as Mr Maurice F. Stonefrost, 
-- . 1926, was a founder member of its (Sutton and Cheam, Lib.) intends to F.I.M.T.A., D.P.A. Mr Stonefrost, Sec- 
— Birmingham and District Branch. ask the Chancellor to consider reliev- retary of the Institute of Municipal 
B. President of the ICMA for 1972-73 ing taxis from VAT, in response tO Treasurers and Accountants since 
© is Mr A. W. Howitt, M.A., F.C.A., the recommendation of the House of 1963, will succeed to his new position 
= F.C.M.A., J.DIP.M.A. Extracts from the Commons Expenditure Committee. with Britain's largest local authority 
= . report of the Council are reproduced Another question about VAT is 
on other pages of this issue. down for reply on Thursday, June 
EM 
3 Should Shareholders Decide? 
Ec EVELATIONS in the Lonrho has been significantly advanced by 
B. boardroom dispute, culminating in events at Lonrho. In the particular 
— ast week's extraordinary general meet- circumstances of the case, the "Straight 
ing of the company, have already been Eight’ could scarcely have acted 
_ . used as a basis for a considerable otherwise than, in Sir Basil’s words, 
—— . amount of special pleading on a wide ‘to take the steps we did, however 
variety of subjects — including non- unpleasant and distasteful to us, 
= executive directorships, shareholders’ rather than to take the easy way out 
power, tax havens and perquisites. Itis and resign from the board without on September rst — his 46th birthday. 
= the more important to remember, telling shareholders why we had done A native of Long Ashton, Somerset, 
= therefore, that the company is in many so’. There is certainly no reason to Mr Stonefrost commenced his career 
—— respects a unique case. doubt their claim that they made in local government with Bristol City 
= Given the unusual combination of a many attempts to settle the matter Treasurer's Department in 1943. He 
- lack of institutional participation and a privately within the board, and would subsequently held other appointments 
- .. dominant personality with a substantial have preferred to do so. The legal at Slough and at Coventry (under 
E personal holding, the outcome of last initiative, which was responsible for Dr A. Hedley Marshall, C.B.E., 
Thursday's meeting is hardly cause much of the subsequent embarrassing  F.I.M.T.A., President of the IMTA in 


1953-54) before becoming Assistant 
County Treasurer of West Sussex in 
1960. His appointment to succeed 
Mr L. F. Cheyney, O.B.E, F.C.A., 
F.I.M.T.A., as Secretary of the IMTA 
was announced in August 1963. 

In this last capacity, Mr Stonefrost 
has been particularly active in develop- 
ing the influence of his Institute and in 
guiding its future development policies 
— particularly as author of The Future 
of the Institute, a report adopted by 
the IMTA Council and distributed to 
members in booklet form (The Ac- 
countant, April 1st, 1971). He has also 
been a welcome speaker and chairman 
at many professional conferences. 
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«No Jurisdiction to Vary = 
VAT Periods eu e T 


At tribunals have ño o jurisdiction, - 
having regard "to the -terms “of 


section 30 of the Finance Act 1972 and. 


` regulations made thereunder, to per- 


_ «mit amalgamation of two VAT periods 


into one; nor is theré à any provision for 


: the: Commissioners ¿Of Customs and 
. Excise to allow such a departure. The 
:. London VAT Tribunal recently dis- 


. missed, * though “with all ' sympathy 
- for the appellant company’, an appli- 


‘cation by Selected Growers Ltd to. 
--combine two quarters into one. ` 
. In correspondence with Customs . 


officers, ^ the. company had. relied 
_ heavily on the Government's assurance 
that the introduction of VAT should 


mot, increase prices, and asserted that ~- 


“this is the most blatant, piece of non- 


mers were predominantly. farmers, 


+, market gardeners and others.who were 


themselves facing administrative diffi- 
` culties. The Commissioners". decision 


-that the company .could not: combine ` 
two quarters into one for. the second .. 


" half of its year had confronted it with 
_a need for additional finance ‘which, 
even if it could be obtained, was ‘an 
ünwarranted cost” which would have to 
. be passed on to the customer. _ 
Selected Growers’. application, 


^ applications. which had been consid- 
vered by the Commissioners. | 


Stock Exchange Finance 


` Game Pee ss 


TRE 1973. Stock ida Finance 
Game for schools has been won by 
Haberdashers Aske's School, 


| third. Selwyii-Jonés, in fact, had the 


advantage in Part I. of the game, 


- which requires contestants tó invest a 
- notional £25,000 over a period of ro- 
weeks (The Accountant, March 29th); ` 


but were relegated to second place on 


the results of Part 2, when leading | 


competitors in the dealing stage are 
required to submit written answers to 
a number of questions about invest- 
' ment: 

During die period of the 1973 game, 


| with . 
. “Selwyn Jones High School in second | 
place and Bradford Grammar School . 
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Pressure for Publication: 

of Page Report X NE 
OVERNMENT and Opposition 
MPs joined - forces recently ‘in 


pressing the Rt Hori. Anthony Barber; 
Chancellor of the Exchequer, for 


early publication of the Page report’ 


on National Savings (The Accountant, 


_April 26th). Replying to-Mr Geoffrey 


. Lab.), the Chancellor gave assurances 
that the report would be published as 


a 
. 


1t E 
was stated, was one of several similar 


. the Financial Times. POCO r 


Finsberg (Hampstead, Con.) and Mr 
R.:E. Sheldon (Ashton-under-Lyne, 
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p as possible: Ne cañas the . 
report covered ‘a. very wide and: i im- | 
and it was right that the ~ 
.* Government should. take Propet time x" 
| to consider it. ^ . 
It has been fey anticipated that 
the Page recommendations "will “in- - 


portant field’, 


clude powers to the "Trustee Savings 
Banks to make "]oans' to.; depositors. 


Speaking as. chairman of the TSBs Ñ 
. Parliamentary Committee, Sir John. 
Rogers (Sevenoaks, Con.) also urged ` 
publication of the. report ás soon as | 
possible. The Trustee Savings Banks .". 
represented. ‘the biggest of. all the.” 
savings movements in the UK, he 
and ‘he hoped that the ~~ * 


Chancellor would lose no time in . 


accepting the Page recommendations. 


- 





| Construction Industry Subcontractors 


] ODIFICATIONS ane by 
the Inland Revenue last year, ‘on 


an lc basis (The Accountant, 
- March 16th, 1972), of the obligation of 
contractors to obtain a form 4715 in 


respect of every-payment to a non- 
corporate - subcontractor holding an 


exemption certificate, have now been . 


reviewed. 


(i) In thé case - of arrangements 


-treated as ‘labour only’ (that is, where . 


the paymenits have to be entered on the 


quarterly return.form 704), the con- - 
‘tractor will im future be expected to ` 


make a determined attempt in every 


case to obtain form 715. He will not ' 


be penalized for a failure to obtain all 
that he should if the Inspector is 


satisfied that such an attempt.has-been - 


made. However, form 715 constitutes 
an :essential part of the procedure for 
ensuring that exemption-certificates are 


. -not being misused, so a subcontractor’s , 


failure to complete a form 715 may 
raise the .questión whether. he is 
_ improperly representing himself ‘as 
+ being entitled to exemption from the 
| 30 per cent deduction. * | 


(ii) The arrangement 'announced. 
in-paragraph 7 (ii) of the ‘notice òf- 


-March 1972, was that, in the case of 
' subcontracts. which are not treated as 
. "labour only”, the contractor will not 
himself be :required to pursue sub- 
contractors who fail to provide forms 
915, but this does not relieve the sub- 


contractor of his obligation to supply 


that form. This arrangement will now 
be continued until further notice. - 


- contractor. enter S 


Pa Vn to nominees 


"Where a ‘subcontractor requests that 7 
“a payment due'to him from a contrac- >; 


hon 


tor for work ‘done under his: sub: : 


contract should be-màde to some other” x 


person nominated by him, the: law’ 
requires the contractor to deduct and * 


account for 30 per cent tax unless two 


conditions are fulfilled: 


(1) the subcontractor is a company: or 


. holds an exemption certificate; dnd 


(ii) the nominee is also.a company or 
. holds an exemption certificate. © - 


There appears to be much misunder- d 
standing of this provision, especially * 
where a company performing any of 
‘the functions of a labour agency is | 
involved. Where a contractor does not =~ ~ 


pay money for ‘subcontract work 


direct to the subcontractor but pays . 
it to a company which then. pays the . : 
subcontractor, the.company is a nomi-. 
.nee of the subcontractor and the con- 
tractor must deduct 30 per cent unless -` 


the subcontractor is also a company or 


-holds an exemption . certificate. Simi- 


larly, if a contractor enters into- a 
contract with a company. but, makes 
páyments direct to the men engaged 


and supplied by that company, the 
men are nominees of the company and ` ` 
again the contractor must ‘deduct 
30 ‘per -cent' unless the -men hold | 


exemption certificates. It is. only if a - 
into a contract 
with a company and makes, all pay- 
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. ments under the contract direct to. that 


à 


. < company that he can pav in- full with- 
^ ' Qut further inquiry (beyond ensuring - 
` that it really is a company). In such a 


case, the subcontracting company itself 


. has the responsibility for applying the. 


. 30 per cent deduction scheme to any . 
y men it may engage otherwise than as 


. holders-of exemption certificates or as 


. employees within PAYE. 
Any contractor who fzils to observe 
_ these rules may be held liable to pay ` 


' to the Collector the amounts which he _ 


should have deducted. A notice ex- 
. plaining these provisions in more 
- detail is being sent to all contractors 


- 
- 
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Down to the falna Reven 1e. (Copies 


may be obtained from the ofice of any 
Inspector or Collector of Taxes. 


Value Added Tax z 
Where a payment by a contractor to a 


subcontractor is subject to VAT (that . 
is, where the subcontractor. 5 a taxable . 
person. for, VAT purposes and the 


payment .is in respect of a taxable 
supply): 


(i) if the: payment i is alsc abies to 


the 30 per cent deduction or account of 
income tax, the 30 per ceat is to be 


‘calculated on the V AT-indusive pay-. 


June 7th; 1973 


- (ti) if the Bn is not subject to 
- the 30 per cent deduction, but is 
required to bé included in the quarterly 
` return on form 704, the amount to be 
. included. is, again, the VAT-inclusive 
. payment. Similarly, the VAT-inclusive 
amount should be entered on the 
voucher on form 715. 
Where a payment 0 a contractor to a 
subcontractor is subject to the 30-per 


-cent deduction on.account of income 


tax except to the extent that the pay- 


ment represents the cost of, materials, 


the amount which may be excluded 
is the VAT-inclusive cost of the 


THIS IS MY LIFE 


ment; 
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materials. - a i 
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by An Industrious Accountant 


\ 


Y second morning holidaying, I wrote several post-. 
cards and went out to buy stamps. In Italy you don’t | 
_ look for post offices; you go to a tobacconist. He has a big T". 


over his shóp door foc identification purposes, and is 
officially licensed for the dual business. That’s how the 
Europeans keep down the number of Civil Servants. _ 

-A big, black-whiskered shopkeeper chattered incom- ' 
* prehensibly at me, then solved my problem by taking first - 


- my cards from my left hand and next several silver coins 


from my right hand. Then dismissing me with a bene, 


-bene, he turned to his other customers. Slightly confused; 


I asked for m y cards and stamps, so he gesticulated ex- 
. 'tensively, shouted ‘me stamp, me box’ in even louder tones, 


" and turned away again. 


I left the shop. These noble, uncomplaining, faithful 


servants of the people, I mused in admiration. I had a 


vision of him sitting there behind his counter, far into the 


- evening, licking the stamps one by one, happy to help 


the tourist. 
When 1 counted my loose change it seemed. rather 
-sparse. The Italian idea is that fully written cards cost 55 


lire each in stamps; if in thrifty carefulness you write a = 


maximum of five words, * very best wishes from William’, 


_ or such-like nonsense, it's only 25 lire each. That's how they 


discourage trivial chit-chat among visitors. 


It seemed to me he'd charged me 55 lire each, although | 


"in fact I’d tried to effect operational economies by sticking 
‘to the five words procecure. My auditor's brain, like that 


‘Poirot character’s little grey cells, went tick-tick: This . 


bolstering up of the national economy was being overdone; 
I'd been. done, too. 


So, three days later, 1 repeated the d using. as | 


Roman Scandals. 


— stamps back. . 


my research material both short and long postcards. He 


in turn repeated his trick of grabbing the cards, yelling his 
gibberich, and. picking out the necessary coins, as indeed 
he'd doae a minute earlier with two nervous old ladies. But 
this tine I stuck my heels in. I ned oy cards and 


Bedlem ensued.. He E me Dod his enormous 
fat wife screamed at' me, several customers joined, noisily 
in the zrgument, the two ladies fled in terror. Ultimately 
I got my request, though bis wife was almost hysterical. I 
nearlv called him banditto, but he was very big and could 
well haze been another “Godfather. s A 

He'd charged 55 lire each. That vision of mine changed. 
I saw hm late at night, his stock of stamps.untouched, my 
cards: crumpled in the wastepaper basket, counting the 
money handed over-to his greedy clutches by his un- 


/ suspectng customers. No wonder so. many holiday post- 


. cards never reach home. 

Coming back, I got lost, and a scias Roman passer-by 
walked over a hundred yards out of his way in cold rain 
to see me back to my hotel. .. . I hope he wins the pools. 
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Accountancy Tuition by the Metropolitan College for. Examinations pr 7 d 


J. Dip.M.A. the Highest award available to l 
Accountants in Great Britain uu 


Certificate i in Management Information  : 


The Joint Diploma in Management Accounting Services (promoted and Data Processing, Management Information and the Use of 
by the three Chartered Institutes and the ACCA, ICMA and IMTA) is Analytical and Statistical Techniques, Financial Management and the 


for the purpose ofimproving the standard of Management Accounting» Use of Accounting Information, J.Dip.M.A. Part II examination es 
4" Services which the profession can give to industry and to providea ^ ‘comprises a thesis and a viva thereon and is open to candidates who” 
qualification for accountants in. industry and those acting as con-  ' have passed Part | examination and have at least five years qualified. 


sultants to Industry, the ‘possession of which will indicate the experience. Those who qualify for the Diploma have the right to 
holder is wholly qualified by experience and by examination in this use the designatory letters J. Dip. M.A. . 
field. The Certificate in Management Information (sponsored by the ' 
. Institutes of Chartered Accountants in: England and Wales and in- 
lreland) is for the purpose of encouraging study in the increasingly ^ 


Examinations are held annually, each October in london Man- E 7 
chester, Glasgow, Belfast and Dublin. v 8 






important field of Business Administration and Organisation. Please write for full particulars tà The Principal, 
-- The subjects of examination for the J.Dip.M.A. Part I, and C. M.i., B. Mendes, B.Sc.Econ., F.C.A., (Dept A1/21), Metropolitan Iud 
-. .fer which the Metropolitan: College.provides.expert.postal tuition, . College, St Albans,-stating is examination. in..which=- 5 La 
are: Business Organisation and Administration, Design of Systems _ you are Interested. S ef FERME 
e : : 





Accredited by the Council for the Accreditation of Correspondence Colleges - Member of the Association of British Correspondence Colleges T M 





_ WILSON & MAINPRICE ON 
~ VALUE ADDED TAX  - 


| By D. J. WILLSON, H.. H. MAINPRICE and E. L. GOMECHE 
í : Presented i in 2 Volumes. £12- 50 Postage and:Packing Free 


-a r 





ig Stating t the Law as at April Ist, 1973, when VAT commenced.. i Valois TI contains the relevant portion of the Finance Aci 5 ` 
These two volumes contain the most thorough coverage. of , 1972 which deals with VAT, fully annotated and cross-refer- © , 


- VAT, in all its aspects, which has yet been published. Not onl enced to Volume I, as well as all statutory instruments, Customs i 
are the Finance rare 1973 and the statutory instruments oy | ^^ and Excise Notices and Notices published by the President of x 


thereunder explained and commented on in'great detail, but the VAT Tribunals up to April 1st, 1973. 


: also there.is a section dealing with VAT in the EEC and also 
those countries which are not in the EEC which have adopted a 1973 addition it ud tains D h affect VAT. Directives and the i 
VAT system. This latter section will be of pestra pie value to. vs HOGBCCTESDIDBORS e m D 
„all concerned with trade on the continent. — . . ' [ncluded.in the purchase price is an up- -dating service to” ~ 
y Volume I of the work, which is 370 pages Iron) March 31st, 1974, which will consist of a minimum of three : 
in length, contains detailed commentary on VAT as it is applied: cumulative supplements. - 


` . in the United Kingdom, and refers to case law from Purchase 
-Tax, and other indirect taxation acts, which are, ór may be 
applicable, to VAT. It also analyses the scope and coverage of ' essential to all those ie have to deal with this new and uo 
- . the tax in great detail and deals with its relationship to other complicated tax. 
, taxes as well as suggested accountancy procedures. Send all orders with cheques payable to: VAT Planning & 
It is fully annotated and cross-referenced and contains a _ Publications Limited; Crusader House, 14 Pali Mall, London 
comprehensive. index. l SW1. Room Sie E 


It can be confidently stated that this work will prove to be - 
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` ‘NORTHERN OFFICE: 33 SALTAIRE: ROAD, SHIPLEY, YORKS BD18 
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THE BETTER 


. On Ist Juné indu moved to 


Jorcan House. 
Y Brunswick Place London Nr 6EE 


r . dat 


LAW: STATIONERS | 
: COMPANY PRINTERS. . - 
COMPANY'AGENTS ` `- 





supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps E 


Our move. will bring sübstantial ' " n 
All office requisites 


` benefits to you by.greatly. Iropconed ^ 
communications and expanded services. 
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ICMA Council. Reports on a Year 
of Continuing Growth 
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- '' Extracts from the annual report of the Council of The Institute of Cost and 


Management Accountants for the year ended December 31st, 1972, to be 
submitted at the 54th annual general meeting of members at the Connaught 
Rooms, London WC2, on Saturday, June 9th. 


The Institute's name and a Royal Charter 


Es its 1970 statement on policy in the event of non-integration 


of the accountancy profession, the Council referred to the 
possibility of changing the Institute” s name ‘so that it more 
accurately reflects the Institute's aims and activities”... 

After due. consideration in Council and discussion with he 
branches, it was agreed to recommend to members that the 


word ‘Management’ should be substituted for “Works”, giving 


the new title of “The Institute of Cost and Management 
Accountants’. The approval of the Department of Trade and 
Industry having been obtained to the change, special resolutions 


giving effect to it were put to members in Extraordinary General- 


` Meeting on March 2nd. 

Addressing the meeting, the President, Dr T. M. S. Risk, said 
that some members would have preferred to dispense altogether 
with the word ‘Cost’. The considered view. of the Council, 
however, was that the proposed change was a major improve- 
‘ment and more likely than any other to achieve general accept- 
ance. The resolutions were duly passed and the new name and 
. designatory letters, FCMA and ACMA, became ENEE 
effective. 

* * * 
Work continued on the preparation of the Institute's petition 
for the grant of a Royal Charter and the Council hopes to be in a 
¿position to put resolutions to a general meeting of members in 
1973, approving the petition and the draft Charter and by-laws. 


The Institute and the Association 


The following statement was issued by the Council in April: 
. “The Council of the Institute of Cost and Management Ac- 
countants recognizes that there is a body of opinion among 
members on the possibility of some form of closer relationship 


being established between thé Institute and thé Association of 


Certified Accountants. 

Informal talks have been taking place between the presidents 
of the two bodies since January 1972 

There are a number of fundamental problems which are 
being examined by the ICMA Council before the desirability 
‘of formal discussion can be considered.’ 

A similar announcement was made by the Council of the 


Association. i 


- Examination by the Council of the problems referred to 
continued throughout the year, but no further announcement 
| Was made in 1972 by either body. . 


Institute premises 


With the continuing «growth in the number of pieno and 
registered students and the expansion of services provided; the 


^. 


Institute found itself in pressing need of extra accommodation 
at headquarters. Agreement was accordingly reached with the 
Institute's landlords whereby the existing separate leases of 
63 and 65 Portland Place were surrendered in exchange for a 


single new 99-year lease with landlord's agreement for building. 


on the site to provide an additional 3,500 square feet of office 
accommodation which should be sufficient to meet the Institute's 
needs for a considerable time to come. 

Building work began in.the autumn and is expected to be 


finished in 1973: 


Membership 


During.the year, membership continued to increase, and a 


i 


summary of the principal figures, with comparisons for 1971 


and 1970» is ey in the table below: 


Membership at January 1st 
Admissioris during the year 


12 


Ei 


Less Resignations, lapses and 
i deaths during the year 


Total membership at December 31st 


Net increase in the year .. 


- 


1972 


12,003 
930 








12,737" 








734^ 


I97I 


11,436 


729 





12,165 


162 





12,003 








567 


` 


1970 


10,831 
723 





11,554 


118 





11,436 








605 - 


"o 


The- Council is anxious that all suitably experienced Associates 
should apply for transfer to Fellowship, the senior grade of 
membership of the Institute. For Associates who have not 
passéd: Part V, or the former Examination in Management 
Accountancy, the practical experience requirement is five years 


of cost and management accountancy in a sufficiently senior ' 


and responsible position, as compared with three years for 
Associates who have passed Part V or the Examination in 
Management Accountancy. Under a decision of the Council 
taken early in 1973, experience of cost and management 
accountancy in an appropriate and sufficiently senior academic 
position may be acceptable as meeting part, or all, of the 
practical experience requirements for transfer to F ellowship 


from-Associateship. 


Ld 


During the year the Council confirmed the rejection of 84 
‘applications for Fellow or Associate membership as the appli- 
cants had not LE -the necessary tange and: depth of 


experience. 


Under the provisions of Article 28, the ft of 64 


A 


- 
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: ' members of. the Institute mise because of failure to pay ` 
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Research and technical activities «^ 


- The Research and Technical Comite: with: Te RDP: 


‘Committee and ‘numerous süb- committees, Supported by. the- 
. Technical Department, engaged in a wide variety of. technical 


investigations during the year: E 


The first’ phase of ax investigation with’: the fatate “of 
~ Personnel Management into the cost of training, resulted in the. 
© publicados in October. of Human Asset . Accounting, and con- 
. tinuation of the joint research. 

. À joint working party with the. "Sodiéty for Long Range: 
- Planning completed the assembly of material for a ‘symposium . 


on Corporate. Planning and the Duk of the Manageinent. the 


| Accountant, for publication in 1973. E 
Sub-committees continued 'work.on Product Pricing, ind ón 


Oboen. ‘as well as revision of the Institute's Terminology. 

Other Institute publications, under revision during the year: 
were those on Budgetary Control, Standard Costing, Material. 
` Control and. Production Control, and Project Cost Controls Using ` 
"+ Networks. A further project was the preparation.of a publication - 
“ , en Planning and Control of Research and Development. . :-' 
EDP. Study Groups, co-ordinated: by Mr: J. B..C.: Miller- 
V Bakewell, M.A., F.C.M.A., J.DIP.M.A., continued the assembly of' . 
"materials. for Part III (Cost Effectiveness applied to Management -~ 


"> Information Systems), o2. the series Management Information : 
lion and the Computer. Work was begun also on Part IV.of 
' the series, dealing with The Cost Control of EDP Applications, . 

New projects initiated during the year included a survey in 
es designed to identify future research needs, ang, a iw 
. project with the Institute of Marketing. (à : 


Post-qualifying education. "AA CO o 


- The newly formed Post-qualifying Pon Committee i 
^ charged with the tasks of providing members with suitable : 


opportunities, through courses and conferences; of extending E 
+ their professiónal knowledge to match the increasing. demands `. 


made upon them. The Ccmmittee was-also charged with advising - 
^on the technical content 'of branch programmes and: local 


conferences and courses, and on the provision: ni courses for’. , 


7 - 
[4 


. non-membets of the. ‘Institute. . d.e d x 


~ 


` - 


Joint: diploma E E ae 
` At the end of the year, there were A Holders of the Joint. 
: Diploma in Management Accounting Services, 338 of them" 


: : members of the Institute, an increase of. 13 and 9 respectively 


‘ at A 
^ . ' - ^ 1 + + 1 ML 
gU "Sus A : $ B08 . : ao | 


over 1971. In 1972, 180 candidates attempted one or more 


. papers in part I-of the examination and the »pass rate was over - 
50 per cent. This E with I5X dan in 197r and 53. 
in 1970. 


ET à 


l ' Less advanced grade of qualification : 


In: recerit years the Ins-itute has considered the introduction | 
` of a less advanced grade of qualification aiid, in June 1972, all 


members'were sent a consultative document, outlining proposals.. 
for such a grade, in which the object was stated. as being: 


. (2) To provide a recognized qualification for 1 persons engaged . 
in.the preparation of management information, including | 
accounts, in industry and commerce, who cannot meet the. 
Institute's ‘minimum educational requirements. as à. 

- student: seeking to qualify for Associate membership. ^ 


+. (2) To provide industry and commerce with persons recog-- 
: nized as competent to act as assistants to fully qualified 


x. members of the Institute or as the providers , of manage- .: 
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nent T in undertakings wios ja ena ma) 
not justify the employment of à fully qualified member. 
"The consultative document contained a form fot the return o: 
comments. Over 73 per cent of replies were in favour of the 
proposals, and many members made -usefúl and:.constructive 
comments. Á working party was set up to study these comments; 
ánd prepare detailed. pan for Submission to members i in due 
course. s Tx ji od E 
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* Administration. 


. This was the first full year in m the insane S computerized 
accounting, system was fully. operational, and able to handle all 
~- members” and- registered. ‘students’ records and subscriptions, 
and the pre-examiñation. arid post-examination proçedurės.: ' 
“Opportunity. was'taken to verify the records; and’ much 


l additional information, provided by members: and registered 


students, was incorporated, Arrangements were made also for 
"subscriptions to be paid" by. ^diréct ‘debit’, of which many 
members took advantage for 1973.. .— 

Encouraged by the initial success of the system, the Institute 


. embarked on a revision óf the program with the aim of providing 


more flexibility to meet changes- which were then foreseen and 
of extending the range of ,operations.’ The specification for the 
enhanced:progtam was drawn up by the Institute's staff, following 
which the work was taken in hand by.the computer bureau. 

"The revised programs promise to provide the most compre- 
hensive system at present available for its purpose, so much so 
“that ‘aa approach was made by The Association:.of Certified 
Accountants with a view to its using:the system, and.a satis- 
factory, agréement c on terms was. reached with the- Agsociation. 


f 
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Accounts Mg e. uii E Ee fe 7 — oy l 
- The ¿income and expenditure account: for the: year: ended 
: December 31st; 1972, shows a net surplus of £23:723 compared 


"with ‘an estimated ‘deficit of £16,400. This- more satisfactory 


“result was brought about’ by an appréciable rise in the i income, 
'and by the reduction of expenditure' resulting from the stringent 
measures And’ économies which were ‘taken at thé’ time the 
deficit was forecast. The new format adopted for the inconie and 
expenditure accounts is ih line with. that used: for the Institute’s 
internal control accounts. ` gl 

Income from fees and Subscriptions was £26, 945 higher than 
in 1971. Factors . contributing to. this. improvement. were an 


“increase in new ¡student registrations, a net increase in the 


` number of members, and a lowér lapse of studerit registrations. 
Income from examination -fees was £16, 034 higher than in 
4971, due to. a larger “entry ‘at the May examination’ and ‘the 
increased fees which came into effecti in November, and although 
the direct costs of holding the examination rose by only a small 
amcunt during 1972, it .was to be. expected that y 
- increased costs would be incurred in 1973. RM 
Expenditure in general rose by 7h) per cent, above that in 197i. 
, Expansion of the Institute's activities in pre-qualifying education 
and training and in post-qualifying education led to increased 
expenditure ¿in- the. departments: ‘concerned; one immediate 
result, however, was’ the: higher income from new student 
registrations noted: above: Expenditure: under public relations 
also included some of the cost of the Institute's part in the. 
Terth International Congress ‘of Accountants in Sydney. ^ .; 
-A reduction in the net cost of the journal was achieved by a 
‘moderate increase in the revenue. from advertising and ‘sub- 
. scriptions from non-members, and by substantial savings inade 
through the use of- improved production methods. | .. | 
The balance sheet shows the net worth of the Institute to be 
774,319, as compared with: £515,561:at the corresponding 
.time last year. This is accóunted for by a surplus | of £23,723 on 
the year 's operations, an increase of £30,600. in. the investment 
reserve due. to appreciation inthe market value of the Institute's 
fox . g E: 
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investments, and a vety is increase. of ee 5 in 
capital reserve in respect of the value of the Institute’s prem- 
' ises. It should be noted, however, that à significant fall in Stock 
. Exchange prices since the date of the. accounts has reduced the 


market value of the i investments below the amount shown in the 


balance sheet. 

The increased valuation of the Institute’s premises follows the 
.completion of a single 99-year lease, on 63 and 65 Portland 
Place, in exchange for the two previous leases; of which one 
had only 13 ym to run and me Other, a head lease, had 
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947 years to run. The siete to build 3,500 square feet of high 
quality office space was contingent on this exchange of leases. 
An investment appraisal showed that, although initially the 
rent payable will be higher, the Institute will gain considerably 
by the scheme's implementation. 

A sinking fund has been established to provide for the 
renewal of the new lease in 99 years' time at prices then ruling. 
The estimated cost of renewal will be kept under constant 
review and the annual contributions to the sinking fund will 
be revised accordingly. 


- Gifts for Children - 


Units, Shares or Bonds? 


by OUR INSURANCE CORRESPONDENT 


There is much to be said in favour of parents and others making gifts to children which 
should appreciate in value over the years before they are realized. Much, however, depends 
on the relationship of the donor to the child, and the tax position of both the donor and child 
in the future. As a result, the best type of gift is likely to depen on MEIVIGUAI circumstances. 


F a parent vie to make over shares or units in a. unit 
trust to a child, there will be no tax saving from the income 
tax point of view. This is because the child's income will 
be aggregated with that of the parent, and thus there will 
be no overall difference. 
On the other hand, 1t may be sensible to make such a gift 


. from the capital gains tax point of view. If a parent wishes ` 


to make over shares or units already standing in his name, 
capital gains tax will have to be paid at the outset. On the 
other hand, when the child, decides to realize the.invest- 
ment, his or her capital gains tax position miay be better 
than that of his or her father. For instance, unless a child 
happens, at the time, to be. paying tax at the higher rates, 
the chances are that realization of units in an, authorized 
unit trust will not involve any capital gains tax liability. 


Unit trust advantages 


From the administrative point of view, also, probably itis . 


more satisfactory for a parent to give units in an authorized 
unit trust rather than a selection of shares. Provided a good 
unit trust is chosen, the units can be ‘locked up’ and the 
managers can be left to do all the worrying in connection 
with the underlying investments. Where, however, shares 
are given to a child, a close watch will need to be kept on 
them, so as to make changes as and when this is considered 
necessary. 

If a parent (or anyone else) wants to give units in a unit 
trust to a child, usually the most straightforward arrange- 
ment is to buy them in his own name and. have them 
. designated in the records of the managers of the unit trust 
: with the child's initials. By following this procedure, the 


child's units can be distinguished from ‘any other units . 


. which the adult may hold for himself or for other children. 
. Separate certificates and tax vouchers will be issued by the 
unit trust managers for each designated account. 


f 


If thus arrangement is adopted, since the child is the 
beneficial owner of the units from the outset, no capital 
gains tax will be payable when, finally, the units are trans- 
ferred to the child's name. This is because no ‘disposal’ 
will have taken place. The capital gains tax position is that a 
tax charge will be incurred only when the child eventually 
disposes of the units. In practice, however, as mentióned, : 
because of the tax credit which the child will be able to 


' claim, and the “half income’ rule, it is likely that there will 


be no capital gains tax liability at all — provided the 'child 
is paying income tax at no more.than 3° per cent when the 
disposal i is made.’ 

It is only if the gift is made by the chuld's parent that the | 
income will be aggregable with the parent's income. Since 


April 1972, where anybody else, other than the child's 
parent, makes a gift in this Way, the income has not been 


aggregable with the parent's income for tax purposes. If, 
therefore, somebody else makes a gift along these lines, 
and (as is usually the case) the child's other income is 
insufficient to absorb his personal allowance, it may be . 


possible to claim repayment of the income tax deducted at 


source from the distributions. 

A point which needs to be watched by a parent is that it 
is a condition of a parent's 'child allowance' for tax pur- 
poses that the child's own income will not exceed (at 


present) £115 - excluding any income to which the child `- 


is entitled as the holder of a scholarship, bursary, or similar 
educational endowment. If, therefore, a child's total in- 
come (including any distributions from units in a desig-  ". 
nated account) exceeds £115, the parent's child allowance _ 
will be reduced by the amount of the excess. 
Even if it is the child's parent who wants to make a gift 
along these lines (in which event the 'aggregation of 
income” provision will apply until the child is 18) if a low- 
yielding high-growth unit trust is chosen for the designated. , 


$ 
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CM . ‘account, ne are still considerable attractions. thats 
in this event, the distributions of income would be charge- | 


able to. income, tax zs if they were the parent's income, 


. Should the varent be in a high tax bracket (and. likely to: 
. , remain there), there could be a worth-while saving of capital 


ses tax in the long term. at 

` ` N w^ Ls : T 
: Gift plàns EN MIA UTD 
An alternative cedi is-to ‘use one of tle: Spécial 
` ‘gift’. plans which are available. Quite a number 'of unit 
' trust managers now heve schemes along these lines and the 
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| to baud to be paid for’ many years in the führe - provided. 


“the fund is expanding. As a result, the deduction which the 
insu-ance .compañy will make for its” contingent . capital, 
gains tax liability should be at,a rate much lower. than the 
rate of capital gains tax currént at the time. The insurancé 


- company may miake its deduction for capital gains tax in the 


“quoted price of the units. In this event, the. policy can be. 
 cashed at any time and the full value of the units will be” 
paid, without any. further deduction. On the other hand, if 
the unit price. does not take into account the capital gains 
tax deduction, a' deduction for this purpose. will be made 


© aim has been to make them as simple and straightforward When the policy is cashed. A child for whom arrangements. 


as possible, Such schemes are intended for. anyone- wishing * along these lines have beén niade.can encash the. policy at 


‘to make an irrevocable gift in the form of an accumulating 
_ trust, in which the child's interést is.contingent on. his. 


Y. attaining the age of 18 — or any later vesting date up to the 


$ :> age of 25, as may be chosen by the donor. > - 


- 
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UN ;the i income arising under this settlement. ~ 


Normally, the managers, or a trust corporation iin 
‘their group, hold the units -as trustee for the child, and .. 
anal them to him or her when he or | she attains: the 
predetermined: age. 

If this course is adopted, the net income dm the units, ' 
after. deduction of income tax, will be reinvested in further 
units. Even if the arrangements, , are made by the child's 
parent, the income from the units will not be included in. 
.the parent's income for tax purposes. Nor will the parent's . 


* child allowance be affected in any -way if thé income. 
/ exceeds fit 5. The whole point about this arrangement is 
4 that the investment is quite separate from the parent’s © least lixely to die during the period of the trust.. Naturally, 
- Income, and 'also separzte from the child's. income ;-it.also. . 


-means that tke child in question cannot: use. any - of his. 
E allowances which may have. been unabsorbed by 
other i income to.claim repayment of the tax’ deducted from. 
‘Also, since the units are not actually held by: the child 
when they are transferred to. him or her at the vesting date, 


2 -, there will be a capital gzins tax charge on the whole of the’ 


gain, as if the trustees had’sold the units at their open | 
market value and, immediately, had repurchased. them. 
E nho in view cf the tax credit, the rate of tax ' 
^: effectively should be only 13 pet cent. zu 

'As will be remembered, at one stage, there was a ruling 
that settlements with a life of.more than 15 years were 
poss to capital gains tax twice (once at the 15-year : 
~ point-arid again at vesting). This ruling: "was abolished by. 
_-the Finance Act 1971. ` m 


Another method of making a gift to a "child. is for á single: 


- premium policy (linked to a selected fund) to be arranged. 


on the life of the child and to be written in trust for the 


benefit of the child, either absolutely or upon reaching. a- 


` chosen age. ". 


As with any other bonc, the i income from ? vinderlying 
investments is that of. the insurance company and, after 
deduction of ‘tax, is reinvested in further units of ‘the fund. 
“Since. this income belongs to the- insurance company, 
. effectively the personal tax position for both the child and 
“his or her parents is not affected, and thus is comparable - 
with the position with the children's gift plan. | T 

A. life-assurance, policy is a non-chargeable asset for ' 


” apical gáins tax purposes. Jt must be remiemberéd, how-: ' 


ever, that the insurance company’ will have a contingent 


* Mail tö capital gains tax. Horclinatety>: the tax is core 
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Cheap and simple. x A Mu eL 


any time after the trust-has vested." . 

“A point which should not ‘be overlooked is that, as with 
any other single premium policy, at eneashment there is a 
. "potential charge to. higher rate. tax (less basic rate tax). 
although ‘top slicing relief” is allowed. Tax is charged on- 
the total increase in.the value of the-policy including the 
elemeat of capital gains — but less, of course, the insurance 


. company’s deduction for. capital gains tax. > ~.’ 


This charge falls: upon the 'settlor. while the policy. i is. 
held in trust, and upon the child beneficiary after the trust 
has vested. and the poy has ean transferred to him 
or her. of je 

It is often DEM that one way of minimizing the tisk 
P a substantial tax charge arising is to make the child the 
life assured; sincé he or. she is. the member! of the family 


after the vesting ‘date of the trust, the child should be able 

to. avoid higher rate tax by encashing the policy while he 

is quite young and his other income is below the level: which 

attracts the mgng rates of o T IS 
ds 2 NE i oo 


- 


This a-rangement has certain attractions, and dass are. 


i - cheap arid simple to establish. Often, for instance, an insur- 


ance company will provide. standard trust wordings to meet 
most situations, and they may' be prepared to- consider, 
other forms of trust submitted. . E 


One - insurance’ company, Savona Asstirance, has 


designed bonds, priced at £500,, specifically so that they 


-may bé given to children. Since this-figure- falls within the 
“category of ` ‘small gifts’ for. estate duty purposes, the gift 
should be, free from estate duty liability fróm the outset, 
 irrespeczive of when the donor-may die. 

With this type of“scheme, until the-child attains his or 
-her majority at 18, the donor acts as trustee. In this | Capacity. 
he has the power to draw on the bond 2 thé benefit of the 
child, if thought fit. 

. When the child attains the age-of 18: ‘or 21, the bud can 
be left to accumulate. "'hereafter, it can be ‘cashed at any 
time. On the other hand, there is no need to wait. If the 
_ child wishes, the bond cari be cashed for its full investment 
value at.the time of vesting. 

This particular. bond has a further option. If. the child: 
wishes, he or she can take the capital appreciation in cash. 
If this ccurse is, adopted, the basic £506 can.be applied-to- 
provide' 56 months’ premiums.of {10 per month, into a 
continuing life policy on the life’ of: the child. Clearly, at 
the end of that period, the "child" should be'in a position to 
continue paying | the premiums: from his or her own income. 


i . 
Aun 1 3 


Mt 


A 7 


June 7th, 1973 


No Taxation by Implication 


us Ty. an OTR Ee Ee eee P 
> á A j das Mua í SH ~ 
t 


ACCOUNTANT 





When the Tax Collectors Flinched 


by W. M. WHITEMAN, M.A., F.R.S.A. 


Attempts by Government departments to gain statutory force for their own practice, or to 
make their own interpretation of the law definitive, have not been unknown in the United 
Kingdom; the introduction of VAT has, indeed, given this issue a newly topical significance. 
In this article Mr Whiteman, founder of the National Caravan Council, and for more than 
thirty years a leading figure in the caravan industry and the clubs, gives a first-hand 
account of how HM Customs and Excise were successfully deterred from levying purchase 


n is not often that one has the satisfaction of defying 
the tax authorities with a “Do your worst'. When it does 
happen, successfully, there are lessons for the citizen. 
Now that VAT has replaced the less comprehensive pur- 
chase tax, the story of how caravans escaped the taxation 
net for 33 years is worth relating. 

In 1940, as editor of the monthly magazine Caravan, 
I studied the purchase tax proposals. The Finance Bill 
1940 did not mention caravans and the definition of 
‘chargeable vehicles’ did not embrace them. In retrospect, 
one can see it was an oversight; the first intention was to tax 
everything less stated exceptions, but this looked difficult 
to work and the Bill put the tax on stated classes of goods. 

In the original scheme, goods vehicles were exempt. In 
reversing the method the authorities took passenger 
vehicles as the opposite — the class to be listed. They did 
not realize that there was a third class which were not 
means of conveying either persons or goods, and so 
strictly speaking were not “vehicles”. They were mobile 
functional units, themselves the things conveyed. 

The Treasury could not be blamed. The little caravan 
industry was not then in the lists of the Board of Trade or 
the Ministry of Supply. Even the Ministry of “Transport 
was officially unaware of caravans, which were lumped 
with ‘trailers’. However, the trickle to which production 
(an estimated 2,500 in 1939) had shrunk by 1940 made it 
look sensible to omit caravans under the tax, and it was 
with surprise that I learned, after a few months, that some 
manufacturers were paying it. 


Authority questioned 


I started probing. Were caravans chargeable, I asked 
Customs and Excise. Yes, they replied, at 333 per cent. What 
was the authority for this, I inquired. They sent me a 
notice, a booklet setting out the articles that came into the 
23 classes. It listed caravans. 

Now the Act had given the Commissioners important 
powers. They could ‘more particularly define’ — it was under 
this power, for example, that they decided what sizes and 
types of clothing were children's clothing — and they could 


tax on caravans. 


add to the list of chargeable articles. But in the first case 
they had to table an order which Parliament could 
challenge, and in the second their order had to be confirmed 
by Parliament. 

Here was the ground for a first grapple. I asked what 
was the status of their notice. Had they used either of the 
powers mentioned? The official who replied was frank. No, 
he said, they had not used either. The booklet was an 
expression of the Commissioners! opinions, with no 
statutory force. 


This meant that their case stood or fell on the wording | 


of the Act. My confidence rose. I pointed out that caravans 
did not fall within the definition of ‘chargeable vehicles’ 
and, for good measure, that the Commissioners had 
broken a pledge given by the Chancellor that no industry 
would be taxed without being consulted. My correspondent 
defended them with arguments which I knocked down 
one by one until he resorted to stonewalling on the theme 


of: ‘We have nothing to add to our letter of so-and-so’. - 


This particular parry is unfair, for it denies further hearing 
to the little men while those with influence can break 
through. 


Reinforcements 


Influence was available in Leslie Burgin, past Minister > 


of Transport, solicitor, caravanner and a vice-president of 
the Caravan Club. He was pessimistic, and spoke of the 
formidable powers of the Commissioners, but he wrote on 
my behalf to Sir Wilfrid Eady, chairman of the Com- 
missioners, and the correspondence was resumed. Sir 
Wilfrid, however, upheld his subordinates; once more, 
deadlock. 

To bring up reinforcements seemed the next step. The 
trade and user organizations at this time were too weak to 
carry much weight singly, but there was a body able to 
speak with authority. This was the National Caravan 
Council, of which I was honorary secretary. Later it 
became a purely industry body, but it was then a liaison 
grouping and mouthpiece of the whole movement. I called 
a meeting, which agreed with my view and authorized 
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further pressure in the Council's name. With this new hat, 


more impressive than a journalist's, I presented myself 


once more, and this time was invited to meet the Com- 
missioners' solicitor, Sir Alfred Brown. 

Sir Alfred received me with relaxed good humour. I was 
being unreasonable, he implied; the Commissioners took 
the view that if there was one thing that ought to be taxed, 
it was a luxury caravan. 

This approach was a gift. In wartime, I explained, 
attempting an equal suavity, caravans were not luxuries. 
For months I had been getting urgent telephone calls from 
people needing them, including the Admiralty, the Army, 
the Ministry of Aircraft Production, RAF personnel, 
Observer Corps, Local Defence Volunteers (later the 
Home Guard), Women's Land Army, hospitals and many 
other groups, down to mothers with children trying to 
respond to the Government's appeal that they should leave 
the cities. 

That, however, was not the point. If the Commissioners, 
I said, had taken that view they had misdirected them- 
selves. It was not their business to decide what ought to 
be taxed; that was a function of Parliament. 

Sir Alfred gracefully conceded the point, but suggested 
that we might both be right. Perhaps some caravans were 
chargeable, some not. No caravans, I insisted, were mainly 
for the carriage of passengers. 


Important principle 


He played other cards. Caravans had seats and could 
be used for passengers. There was evidence that caravans 
were sometimes used in that way. But the Act, I pointed 
out, said ‘constructed or adapted for . . .'. The test was the 
purpose of the design, and it said “solely or mainly”. 
Caravans were constructed solely or mainly for use as 


dwellings when stationary. 


‘Why are you worrying?’ he asked. ‘You say that manu- 
facture has almost ceased. It's only the principle you are 
arguing about.' I mounted the soap-box. For this principle, 


de "THE MUA A AA ae A A TR: ETER IRE Sa TA 
$ DUIMUM = t Se" ae à m P ni 4 - 





F 
? 
5 vl 


^ pr 


I said, we fought a civil war and cut off a king's head — the 
right of the subject not to be taxed except as authorized 
by Parliament. And then Sir Alfred fell back on an appeal 
to our patriotism, and I knew that he knew he had no case. 
‘We both think we are right’, he said. “The Government 
could make an order which would resolve your doubt, but 
we are in the middle of a war for the life or death of this 
country. Do you seriously expect me to interrupt the War 
Cabinet simply to satisfy your scruples?” 

Such an appeal at such a time was disarming. I agreed 
to let the question stand over, provided he gave me a letter 
confirming that we had not withdrawn our case and could 
raise it again after the war — which he did, in ungrudging 
terms. 

However, local Inspectors continued to demand pay- 
ment, sometimes threatening proceedings after seven days. 
The Inspectors' letters were passed to me, and I replied for 
the NCC welcoming them and offering co-operation in a 
test case. So confident a posture was possible because there 
was now professional legal opinion behind us. Counsel 
consulted by the dealers' organization accepted my argu- 
ments entirely, and the Society of Motor Manufacturers 
and Traders, on its solicitors’ advice, came round to the 
same view. Thus fortified, manufacturers and dealers 
promised cash towards the costs of a test case. But the 
Inspectors' threats came to nothing, and the demands died 
away. 

When the war ended, I reopened the question with a 
letter to the new Chancellor, Dr Hugh Dalton. A secretary 
replied that the Chancellor confirmed the Commissioners' 
ruling and had instructed the Commissioners to take pro- 
ceedings where necessary. To my further submission that 
he had no power to give a ruling, and that proceedings were 
what we had for years been asking for, there was no 
response. 

No official action followed, but that was no ground for 
joy. By doing nothing the Commissioners were applying 
powerful coercion, for makers were scared to go into full 
production. The Courts are unpredictable, and so-called 


Photo: By courtesy of The Caravan. 
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Lia of fact ‘are sometiries mere opinion: Had the : -— as dones “Independently; some uem E 
authorities brought, and wón,:a test case ‘after a large: unaware of the legal issue. but impressed by the use of ` 
number of caravans had been made and sold, the decision . caravans as homés, were asking if taxing them made sensè. ` 
would be retrospective to 1940: Uncertainty was a sword" - "The escape door was standing open. In January 1947," 
of Damocles over the industry.‘ *. AE the -Chancellor, invited Parliament to remove . caravans 

. We were powerless to force'a décision. The law m from the list, proposing incidentally to’ waive the out- .. : 
that; if a citizen contends he is not liable for tax, he with- standing tax. In the language of the "Treasury, that. meant . . 
holds payment; the authorities then sue, and the Court tax in course of collectión in the current three months ; 
decides. But if the -authorities will not sué — whether for . how many MPs realized they were removing a non-existent . 
' fear, of losing or of unwelcome’ disclosures — “and yet refuse tax and writing off six years of clainis? 


to abandon their: claim, there -is no wáy; so we were; It would be wrong to suppose that, becaúse T a slip in 
advised, by which the citizen can get the dien tried. ` . r940, the State has lost revenue ever since. For many. 

: ^ years it has been open to governments to take note of a` 
Escape route s | production. swing towards touring and holiday. models and 


Suddenly I realized that I had under having. over- apply the tax to them, unembarrassed by old history. 'They 
‘looked a principle in' political negotiation: ¡never pin the’ must. have’chosen not'to, but to leave them tax-free. pue 
other party iri a corner, but leave an escape route that can boats and tents) for good reasons/ : 
be taken without: loss, of. face. I wrote again to-the Chan- Historically, however, caravans have had: few nu in. 
` cellor, explaining ‘that, while: we had hitherto treated the. the public sphere. “Would ‘those reasons have ei ae 
, question as one of law, we were ready to' discuss it on its. had the. tax once been enforced and the authorities not .. 
merits and would mow that most caravans "were being found themselves on shaky a | 
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IDDLE managers often press for addi (ond that not all information which satisfied thé criteria ee: l 

information on'aspects of their performance which technological relevarice and economic feasibility was col- - 
ae think their immediate superiors consider to. be par- lected. ‘The second stage-of the research was, therefore, 
_ ticularly important, but. frequently. fail ‘to stress those’ directed to determining what further factors influenced the 
“aspects of their jobs which are'actually considered to'be choice of the items actually selécted.. P 
important by their seniors. This conclusion emerges from  . However, the report ori the first. stage also included | 
the: sécond'stage.of a substantial research project -by- interesting observations on factors (c), (d) and (e), which `: 
Professor Beresford Dew and Dr Kenneth Gee.into the “have a bearing on the eventual conclusions of.stage two: Y 
| basis for choice of management. control. information. ' - Factor (c): it appeared from.the results that the fact that a ` E E 
"magna International Review published the findings, of standard of performance could not be set in advance, did not | Ñ 
‘the first stage at the end of 1970 (Vol. 10, 1970/6) and of the ' -deter managers from QUE and using a piece of control : 





second stage early this year (Vol. 13, 1973/ Qj. ms | information. j S | - 
- The éarlier.article summarized the responses from inter- Factor (d): in = company, approximately ‘one-half of 
views with 63 managers working i n three industrial organi- ihe managément control information was regarded: as . ' 
zations. Of the interviewees, 32 were staff managers ' irrelevant or of only background interest. The reasons given 
"(referred ` to subsequently as “information : ‘producers’), _ for holding this view were, in order: of importance, that the d 
responsible for the production of.management control ^ information was: |. " 
information, -and ' 31- were line managers, users of thé (i) not related to variables within the control, of the E 
-inférrnation. Bos - récipient; | | E e 
i "Five factors, ‘bearing on the choice of management (ii) not timely; ^ ~ RT Queer t um 
ut E control information, were considered: EE IM : (iii) insufficiently detailed; Of. ss | TIG 
(a) the company's method ‘of; operation; ` "y B (iv) of doubtful accuracy. . NS un E PR 
" (b) constraints on collection of information ; ; MEAE "vov > These findings were id by the Conclusion. arrived at^ 
: (e) problems i in setting standards of comparison; ao eS in the second stage, that there was frequently little agreement, 


between the various. executives concerned, as to the success 


.' (d) background and training. of information- producers; and. «criteria and information needs of middle management jobs. 


e) senior management interest in aspects: an middle ' manage- 
l K y ment performance. ite a i | d e Factor (e): while middle managers were more likely to use «^. 
a . a-contfol measure if they. thought their superiors were par- ' Y 
The decisive elements were- found to: bé factor @ and ` _ticúlarly interested in the performance to which the measure’ 
“the economic aspéct of factor. (b). However, it was found . reláted, it was found that. a considerable proportion (about: 
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40 per. cent) of sage measures were used by middle 
management althoügh they related to aspects of performance 
-with which their superiors were thought not to be concerned. 
Conversely, many available control measures were not used 
despite the fact that they related to aspects of performance 
in which senior managers were thought to be interested. 


Alternative hypotheses ru v 


In proceeding to the second stage, the. authors advanced 
, three hypotheses which might explain the selection of some 
only-of those items of control information which were 
technologically relevant and econdinically feasible. 

^ These hypotheses were that the choice of items of 
control information was mainly affected by: 


(1) the influence of information producers; 
(2) the influence of middle managers; and 


(3) the difficulty of measuring id in some areás of 
managerial activity. 


These hypotheses were tested by examining the extent 
to which there was agreement between the different groups 
involved, senior managers, middle managers, and infor- 


mation producers concerning the key success criteria - 


relevant to the middle management jobs, and the corres- 
ponding control information necessary to evaluate per- 
formance. 'l'he research for this stage was carried out by 
interview in five companies in the North and Midlands; in 
all 129 managers were interviewed, of whom 54 were infor- 
mation producers, 26 senior managers and 49 middle 
managers. " 
Hypothesis 1: it was postulated that the senior and 
middle managers would be found to agree broadly among 
themselves about the key success criteria and that the 
information producers as a group would hold significantly 
different views. | 
_ It was found that information producers disagreed with 
senior and.middle managers no more than the senior and 
middle managers disagreed among themselves, or the 
information producers. disagreed among themselves. 


Hypothesis 2: it was postulated that there would be 
significant agreement between senior and middle managers 
` as to the key success criteria.. 

It was found that in many cases senior managers thought 
of their subordinates’ jods in wholly different terms from 
those in which these subordinates thought of their jobs: 
. Significantly, the senior managers valued the control 
information sent to middle managers more: highly than 
did the recipients. : 


Hypothesis 3: it was postulated that there would be broad 
agreement between all three groups about the desirability 
of providing certain management control information, but 
that suitable performance measures were not available. 

It was found -that there were very few cases where 
management believed that there would be any difficulty, 
- other than cost, in providing control information. 


Conclusion 


Few managers (line or staff) felt that the best approach 
to improving the management control information would 
be to widen the scope of the information; the main reason 
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why little control information was provided. in. certain 
areas, notably those where there was a significant be- 
havioural element, was that managers did not consider 
formal management control information would help .to 
deal with the problems encountered in those areas. 

Thus, it appears-that the choice of management control 
informetion is sub- -optimal because there are: 


(1) communication problems: information producers, senior 
managers, and middle managers disagree as to the key 
success criteria of middle management jobs and con- 
sequently different managers consider that different items 
of control information are appropriate for those jobs. 


(i1) Attitudinal problems: managers do not accept that new 
ty2es of control information will be of value to them. 


The authors consider that the effects of the first problem 
could be mitigated by reversing the trend towards central- 
ized information processing and encouraging each depart- 
ment t> produce its own control information. Anyone 


familiar with Neil Milroy's “Disintegration of an Infor- 


mation System’ (The Canadian Chartered Accountant, May 
1963) may be inclined to question this suggestion. 


a^ 


VAT. Tribunal Decisions 
Books and Binders 


"HE 4. E. Walker decision (ref. LON/72/1, The Accountant, 

April 5th) that binders prepared to specification for a 
particular customer to assemble with. their contents form part 
of a bock, and are thus entitled to VAT  zero-rating, is likely 
to be given a very narrow application: In a further and more 
recent case before the London VAT Tribunal, zero- rating was 
refused 1n respect of binders for part-works. 

F Ltd edited and distributed Everyman's Encyclopaedia, to be 
supplied in 180 weekly parts, representing 15 volumes of 12 
parts each. E Ltd manufactured and supplied, to F's speci- 
fication, binders to hold each volume of 12 parts, and payments 
by subscribers for these binders were separately accounted for. 
It was argued for F that the greater must include the less, and 
therefore that the reference to ‘books’ in group 3 of Schedule 4 
to the Finance Act 1972 should include any component part 
of a book; that at the end of the day, the full binder with its 
I2 parts constituted a book; and that the matter fell within the 


. reasoninz of the A. E. Walker case, above. 


The Tribunal ruled, however, that liability to VAT must be 
viewed as at the date of the relevant supply. Applying this test, 
they concluded that what was purchased was a cover for 
holding the weekly parts of an encyclopaedia as, or if and when, 
they were purchased. Further, the binders, though no doubt 
convenient, were not essential or necessary to Everyman's 
Encyciopaedia; there was nothing to prevent a purchaser from 
retaining the encyclopaedia in part form, or having it separately 
bound to his individual taste. While a ‘book’ might well be the 
end-result of the binder and its parts, this was not the position 
as at the date of supply. The binders were therefore liable to 
VAT at the standard rate. 

, Fabbri & Partners Lid v. Customs and Excise (‘Tribunal 


_ reference LON/73/16). 
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“FINANCE AND COMMERCE 


Fo the Burmah Oil Company 1972 was ‘a year - of Fusce 
consolidation’. Mr J. A. Lumsden, the chairman, reminds ` 
shareholders that in the interim report it was stated that rising 
income from the group’s newer trading interests had more. 
than offset the decline in profitability in its older areas of opera- 
tion during the first six months. That trend was maintained in 
the second half of the year and in that précis of the Burmah 
situation there is really everything that the board and manage- 
ment has sought. 


For the third successive year earnings, excluding dividends - 


from the holding in British’ Petroleum, have risen during a 
difficult oil industry period and against falling income from 
' Burmah's historic areas of operation in India and Pakistan. 
Improvement i in profits has come from what Burmah calls its 
“acquisition group” comprising companies and operations ac- 
quired and expanded since 1966. 

It used to be statistically fashionable in the stock-market to 
subtract the market value of Burmah’s investments in BP and 


Shell from the total Burmah market value in per share terms and . 


insist that ‘the rest of Burmah’ was available for a few pence a 
share. This oversimplified operation mixed investment values 
.and earnings values but it indicated the store set in investment 
terms by Burmah's BP and Shell holdings. 


Analysis  .. 


Now it is all very different. Financial analysis of Burmah in three - 


groups — acquisition, development and historical — gives the 


* following result in terms of net operating profit for 1972 


compared with 1971: 












































1972 —— Io ` 
o - £, million % £ millions Vo. 
Acquisition group 222 404 Íj439 276 
Development group .. 2 p. 38 23. £5 
Historical group 48 88° 55 I0'Q 
rd 29:1 830 ZI 430 
Associated companies and | 
trade investments .. 6-7 122 89 I7T7 
BP and Shell dividends I9 348 IQ 9 393. 
549 100'O 50:4. 1000 
Unallocated central expenses, — (277) (2:6) 
' Profit before interest and tax 5272 47:6 


rere ee 
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Acquisition group includes Burmah-Castrol UK — excluding 
Ellesmere Port refinery and associated fuels marketing — 
.Burmah Castrol Europe, Burmah industrial products, Edwin 
Cooper, Halfords and nine months of Quinton Hazell, the car 
parts group. The Development group comprises Ellesmere Port 
_ refinery and associated fuels marketing, Burmah Oil -Develop- 
ment (USA), Burmah Oil Tankers (Bermuda), Great Plains 
(Canada), Woodside Burmah (Australian North-west shelf), and 
exploration interests in South: Australia and elsewhere, ` 

. The Historical group comprises subsidiaries in India, 


— 
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“ Burmah Group’: S Successful 


Consolidation 


Pakistan, Ecuador, Peru and all other pre-1966 subsidiaries : 
outside the development group. 


- 


Nevw investment 


The Burmiah view in terms of the three groups is taken further 
in a survey of new investment, actual, over the 1969-72 period 


-and. estimated over 1973-78. The figures provided in the 
- Burmah report are: 








1969-72 1973-78 . 

£ million £ million ' 
Acquisition group bs d 107 92 
Development group... - D 85 219 
Historical group (8) 10 
184. 321 











Investment is defined as the change in capital employed and 
capital employed as total assets minus non-interest-bearing 
current liabilities. In the analysis no account is taken of any 
development that is not expected to generate cash flow before 
1979, such as Woodside Burmah, the North Sea and certain 
operations of Burmah Oil Tankers. | 

It is explained that in addition to the figures in the table the 


company will control considerable assets not shown on the 
. balance sheet. By far the greater part of these will be tankers 


which, though controlled by Burmah Oil Tankers, will be either 


leased or chartered. Commitments under such leases or charters . - 


will be very substantially offset by back-to-back contractual 
arrangements. Note 36 (d) to the accounts is relevant. 
Acquisition policy | 

Of the i increase from £749 million to £841 million in total od 
employed in 1972, £75 million was accounted for by additions 


' to fixed assets of which £29 million related to North American 


subsidiaries, £21, million to. UK and European, and {10 
million to, Australian. Subsidiaries acquired — mainly Quinton | 
Hazell — accounted for £12 million. 

"Present indications are that funds for new investment in | 
excess of internal cash flow will be obtainable externally, 
including borrowing and leasing, and should not ‘necessitate . 
calls on shareholders. They, incidentally, declined: to support 
calls made by two of their number to requisition an extraordinary 
general meeting. The intending requisitionists have now sold 
their not inconsiderable shareholdings. 

In the UK and Europe Burmah's acquisition and develop- 
ment policy has been designed — and still is — to command a 
sector of the motorist's market. Hence Castrol and Halfords (the 


' largest single UK outlet for Castrol) and lastly Quinton Hazell 


and with it the Standard Tyre organization. Service station 
networks and car care centres here and on the Continent are 
part of this development. 

North Sea and Australian offshore oil and gas developments 


- are longer term potential earners, but in the immediate future 


Burmah Oil Tankers — now operating 21 ships — will make an 
increasingly important contribution to group earnings from 
1973 onwards. 
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“Shell and BP. A <i AS 


» concluded with Shell Oil, for. the transportation’ of ‘substantial : 
quantities: of crude oil frory the Persian Gulf'to US East coast : 

, Ports. Other contracts aré 5eing negotiated. |.” 
NE “There is, within Burmah, the perennial problem: of thé ‘Shell 
pa a o and BP holdings, and particularly the BP. holding detailed 5 Lr 

E ; Mote 28 and Note 20. 

«Last July, Burmah sole 2 million’ Shell” shares for d 84.* 
aa million and can probably be. éxpectéd: to reduce the holding” 
o E "further. .Ceitairily Burmah would like to. be divorced from thé `. 


4 
‘ 
Fo M 


= „assets could be arranged, 

; Burmah and BP have had talks on the subject but. not 80° dar" 
But hére is an old and traditionally conservative .. 
"company until comparatively recently. still catrying some of its 
VE co Pod Scottish. ultra caútior in its approach to. its shareholders: 
' By a combination of.design- and circumstances Burmah is 
ae now more forthcoming and the standard of the 1972 report needs 

| to be maintained. The so-called "Ginger Group! no ERE exists 
A but the need. to report in detail is still relevant. . 
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“Buoyant British Home Stores ce e 
ze de ULTIPLE retailing i$ a ope business and that | 
7 ¿"I-VI probably accounts fo- the fact that the profit ‘ratio detail , 
"dar lets shareholders see right into.a multiple retailer's opera- '. 
tions is. noticeable for its absence from the reports; of the: : 
-Companies , concérned. British: Home Stores, : for example, : 


£91456; 000 to £13,342,000 on an improvement. of. 19:3 per. cent. 
e A in sales at, £98 G4 million... Obviously business, was 6000; and ` 
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«Next year the’ Bahamas trans-shipment * técinisal: should. be . 
operadora, albeit late in the year, and a first Contract has béen: . 


BP. holding if suitable alimony i in, terms: of incóime-producing - | 
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‘Gollowicg: a R Christmas, "Gales were particularly" 
buoyant during the last quarter.’ -. | 
~ Sharexolders are told that: the da Ned profit performance" l 
‘was the result not'ohly of a higher volume of sales from existing: 
; “sounter foótage, but:also of a contiriued | “and effective control of © 
‘costs’. I: is the sales per counter: footage statistic that matters 
to British Home Stores: and it is, of course, the Statistic that - 


> matters -o British Home Stores’ competitors, which is no doubt 


* ra E 
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s why: the report uses words rather than: ‘figures. 

-The company's return on.sales has risen strongly in” the past ` 
“few years. Ás against the past year's £13:34, million’ of pre-tax ` 
profit or sales of £98:94. E the pv de was 5 A5 50 
‘million cn £62 3 million. Ur 


-Croda's Enviable Growth E wd CIE 


: eo INTERNATIONAL "na an envi: growth: 
E co-d in the sphere’ of special chemicals. The credit: goes - 
| ‘to Mr F A. S. Woód, who piloted. Croda throughout ten years 
of ¡combined : Strategic acquisition and internally : generated * 
, expansion. Croda's product range is wide and the- group, in ' 
¿"Mr Wocd’s words; “makes its living by supplying ‘specialized 
and standard ingredients to xianufacturers:in other industries’. . 
Allied to wide product range is financial soundness. Croda, ` 
Mr Wood says in his review with the 1972 accounts, isan amal- ' 

- gam of:a whole series of-different: companies most: of which : 
‘started es very'sinall firms in the; early years ‘of the century. .' 
“Tf we treasure the strength: of our balance sheet and do not 
proceed -o the trendier: ‘heights of gearing as we are often urged .. 
“to doy if is becáuse' of an innate caution and, our puritan small 
‘company background.’ "That, Mr W od. admits, may sound 
rather old-fashioned: but he feels it is intthe long-term interests. 
of shareholders” ‘security that the group remains sondy and 


p m reports a: 1972—73 increase of 411 ‘per cent in: profits: from z ; Conserva-ively financed... 


Last year. Croda's sales. reached £ 54. million and pre-tax ' 
Be at £4,012, 000 showed a significant i increase, in ‘margins . 
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- to. eg per cent: from: the. previous year’ S 59 “per. cent. ‘The T 
results in 1972 and’ 1971 can be reasonably compared because 
1972 acquis:tions,. although strategically important, "were: not. 
$0 big as to vitiate comparison. y 
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Ae did their. quarterly iban well but ES reporting. 
is expensive and dropping it will cut some administrative costs. ` 
Even in, a, Company with April quarter profits of Í4:1602,000. . 
against a corresponding £2,161,000, and six montlis profits up 
"ta c from 44,360, 606, to. 7 370,000, costs have to.be watched. 
Marley Drops Quarterly. Reporting | P PS 


“IN future, jaian of interim figures will- be oike to. 
{Stock Exchange regulations and issued only ona six-monthly ^ 
basis. So says Note 4 to the second quarter figures supplied by . 
| ` Marley Ltd, and so out from the quarterly reporting list goes 
Cs company that has found itself pioneering to no pubem. 
aval 
_ ;Marley's. quarterly reporting has not tempted its competitors 
in the building materials supply industry to follow suit. Com- ` 
petitors have merely sat back and A Marley S quarterly 
, profit exposure. ^; 
Quarterly reporting by UK companies is. now virtually con- 
fined to those concerns such as ICI, Unilever, Shell and other ` 
s major organizations whose reporting procedure is dictated by’ 
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Change Keay. PEE 220 D. 


FÉATURE of thé Thomas C. Ray report and accounts" | 
is the ten-year profit and earnings record and balance sheet . .' 
analysis provided in a double fold-out. "The information is 
detailed. but the record shows a sharp division of the ten years 
. between six fat and four lean. Between 1963 and 1967 pre-tax’ 
profits rose. from £190,769 to £384,574, but in '1968 dropped. 
- to £228,896. Then began four years of losses at £8, 976, £145,755, 
£326,648 and in 1972, £1 56, 780. It is‘ hardly necessary to look : 
' for a reason beyond the fact that Keayis past traditional market . 
was Bangladesh and jute machinery. The accent is changed to 
plastic sack plant, “paper, sack equipment and, now, sub- . 
, contracting work on oil ES supply services. Keay’ S base". M 
is Dundee. | 
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We have ‘examined the accounts of The Burmah Oil Company Limmicad set out on pages (792, to 797). Incorporated in the consólidated accounts “are Accounts of subsidiaries and 
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REPORT. OF THE AUDITORS’ | a 
THE. BURMAH OIL COMPANY LIMITED - 


To the members of The. Burmah Oil Company Limited . 


t 


, associates audited by- -other auditors and unaudited - information in respect of cértain associates. 


es 
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[n our opinion the company's balance sheet and the consolidated accounts comply with the provisions of: 'the Campai Acts 1948 and 1967 and give ii the company and for des 


. group, so far as -concerns members of the company, a true and fair view of the: state er affairs at 31st December 1972 and of ha prone for. the cua 


Whinney Murray & Co. 


Chartered Accountants , E 


Glasgow 
18th: April 1973 
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Funds employed 


CONSOLIDATED, BALANCE. SHEET AT 31ST DECEMBER 1972 
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THE BURMAH GROUP 
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x 1972 . 197 to, Employment of funds. ; 1972 f 1971 T : 
` ; . i S j i - > F : ‘| 
notes ` ' £ thousands | £ thousands 2 EN 
T . P. e Eo. | notes 4 £ thousands £ thousands , 
E Share capital and reserves. l dE SU n eed aet: - > : $ : 
~ 16 "Issued capital ; ' de n -.| 24  .Properties and operating assets : " 218,191 .161,202 ~ 
‘Preference ` ED 000 - 19,000 Es - eet og ' ie a GENE 
“Ordinary . ^ a - 442,685 ` 434434 «| - Investments — . BP Ah ah NE T 
oF : i 1 . 26 - Associated companies ! ' 34,398- . 37,090 7 de t 
i uz 2 161,685 153,434 xx "e y i 
vas > x od E 27 , Trade. >, 7 76,530 A 77,400 l 
48 ' Share rs ' 96 295 2.306 S ' 28 The British Petroleum Co Led: ; 494,324 424,7 39 E: 
. 49 Capital surplus - A o 2, 660 . 18,040 TW. SN 29 Long-term interests in tankers . d 8,438 : 1,282 . 
(20 “Investment revaluation | 2453332. SD: o. a oan AB aros — C. 844900 * 
21 ' General retentions vez 599 - 63, 983 . geo : a.p 29 on 
AE M " AES l ae Net current assets EE E. 
e ES OOOH o ait Ase aa Stores and materials 4,603 ^, 8900 >. - sd 
Goodwill including that arisin gon UT we Crude oil, Products and other stocks 68,43 43,434 
consolidation s ' ' ' 63,900 v. 18,84 Eon . Debtors and prepayments 100,996 | 76,127 
ote EE" - 505,006 ORE E 31 Short-term investments 20,092 E 23,307 
. . i j 666,691 ^ cac 606416 ^^ ' Bank balances and cash ' -` 7,690 7,721 
ae de | - , OP ENTE E NE 201,794 1545489 
ta _Minority interests |: - 31,999 27,888 ER y "UE 
: d i =, Less . es 
and i ee TO pek i s Creditors, accrued liabilities, and, i ut: 
. A Loan capital 118,744 105,920 provisions 102,579 57,122 TUE 
NM E mE (s JN NI E J 32 , Bank and other advances — ^'^ ;.- 63,485 35,613 T tik 
23, f Deferred liabilities 23,804 " i oho: 33 Taxation n A q? 5,417 5,055 Bre ; 7 
, i. 4 v |'34 ^ Dividends” 24,759 14,111 gs 
poe S. s 196240 ' | 111,901 i . 
sd JA Lumsden c). CE Us — ! 5,554 | ——— +42,588 e 
Seer eek ` Directors 841,238 748,690 ` ; i y - ye a? 
' NJ D Williams . ` a : F : f ` T 841,238 ‘748,690 ' 
qe t i : 2 "s En : y? d 1 : " ' C : 
i ; l E $ i : E i ; 


~ * 


* These notes form part of the annual accounts 
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1 The Burmah group i ; A xj 
- The term The Burmah group’ or ‘gro 


-~ “3 


* i 
S 


means The Burmah Qil Co ‘Led’ and its subsidiary 


companies except that the accounts «y Compañia Petrolera Lobitos SA' for 1972 are not 
consolidated because. in tlie opinion of the directors, the Castle: wed be misleading. 


d e f “e z 


oue 
~ - - 
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1 ` E à ) m 


` 
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E Acme policies 


` (a) The consolidated accounts include (i) the accounts of the parent company and its . 


= Subsidiary companies, which, with minor exceptions, are made up to 31st December, and 
45 (ii) the group's share of the profits and post-acquisition undistributed reserves of principal 


company although tha group's holding therein is in excess of 20 per cent. 


associated. companies extracted from the relevant accounts, some of which are unaudited, - 
made up to.31 st December.or not more than six months earlier adjusted to conform with 
group accounting policies. The British Petroleum Co Ltd is not regarded as an associated - 


-- 


A (b) Investments in principal associated companies are stated at the total of cost less amounts 


, written off and the group's share of zhe post acquisition reserves of such companies. Those 
zy ,, trade investments and the investment in The British Petroleum Co Ltd which are quoted 
- “on stock exchanges are revalued each year at market values ruling on 31st December and . 


"the movements resulting therefrom are adjusted through the investment revaluation 


, reserve which thus represents the unrealised surplus attributable.to these investments. . 
, Unquoted trade investments are steted at a value estimated by the directors. Associated . 


'companies which are not material zre dealt with as trade investments. 


(&) Income from trada investments includes dividends received up to 31st: December and ` 
ali dividends receivable Jn respect of accounting periods ending on or before 31st December 
. >. which have been declared prior to zhe last practicable date for inclusion in the accounts. 


.« . (d)Income front trade Investments cerived from companies incorporated overseas consists 


- of dividends receivable engrossed at the ates of foreign taxation estimated to be applicable , 


. to the profits and distributions. 


F 


" _. the estimated effective lives of the properties and operating assets concerned. The methods- 
ps ‘and rates used are dependent on local conditions in the countries in which thé group 


` . — operates. 


S mercial production of oil, gas etc is depleted in that subsidiary either by.a unit of production 
method based on the estimated recoverable reserves or as appropriate to meet particular 

" circumstances. No provision is made in any subsidiary where, although production has 

', * not yet been achieved, the commercial. value of the resérves'discovered is estimated to- 

4 exceed the total. exploration costs zo date but full provision-is made for the exploration 


costs of companies-where commerdal reserves have not been: discovered. 


EN , (g) Research and development expenditure i is written off i in the year in which i it is incurred. 
(h) Stores and stocks are stated at the lower of cost and net realisable value. 


(i) Provision is made for deferred taxation representing tax - allowances, principally in 
respect of exploration and development expenditure and United Kingdom operating assets, 
» which are in excess cf the equivalent charge for ‘depreciation, depletion and amortisation. 


3 


(e) Depreciation is calculated by réference to the cost, NM grants | Siete applicable, and to 


. (f) Exploration and development ' expenditüre in any subsidiary that has achieved com- 


t- 


» 


^ 


(j) All assets, liabilities, reserves and profits in foreign currencies are stated in sterling at 
the approximate rates of exchange paling on 31st Decennen except for: the company Ss. 


¿e 


dollar onds. s l ' 


+ EN 
a $ $a 





- RA" 


a , ` " : f + 
. 3 Acquisition of Quinton Haze!) (Holdings)-Ltd (Hazell) 


, 


ta, » - 
um "mo 


The investment in Hazell has been recorded at cost in respect of shares purchased for cash 
2 and in respect of shares purchased fcr a consideration other than cash at a value determined 





~ =. by reference to the market values of'the consideration given at the date of the revised. 
recommended offer. The value ascribed to ordinary stock issued in excess of nominal value. 
has been credited tc share premium and the value ascribed to ordinary stock warrants - 
. issued has been credited to capital surplus. * ^ 
` The consolidated profit and loss account deals with the profit of the Hazell grcup for the 
nine months from 1st April 1972, beingithe first day of Hazell's then accounting year, but. 
to the extent chat this profit is attributable to holdings in Hazell, acquired for 84% uny 
i ied secured loan stock 1991/96 and czsh, an appropriate amount has. been treated as pre- 
fuc 1S acquisition and deducted from profit after taxation. . ! 
_ 4. Turnover a o d 2 NL L |) C IT 
' : j m e £ thous ^ -£ thous 
i . Invoiced value of sales to external customers. E ' 438,796. | 355,950 N: 
- *- Duties, taxes and other imposts levied by governments yo sf. : 
` estimated at : : : 90,289 83,099 
' al “ramet iden e n 
| - Turnover net of duties i E 348,507 272,851 
> E Te = Y EIU TES 
1em 


5 Profit on trading . 
ae ‘Profit on. ' trading is after charging the cost of NR 

+. > £7,033,000) and hire of plant and machinery £1,422,000 a 
: remuneration amounted to £417,000 (1971 £298 ,000). 


. 
1» m - 





Mu" 6 Share of profits of associates i - ) 
^*^ . ' Quoted on stock exchanges (Y 20414 
gx Unquoted' obe M : at 5,829 
M NS i : : e s 
vs ; 4 5,970 * 


SF 


' panies which are no longer regarded as associates. x 


fd + 
> 


Y " 


` 





v 


anka 572, 000 (1971 
971 2 206 ,000). AUAHOEE 


: 1,286 


6,385 


2,671 ' 





"The share of profits of quoted associates for 1974. Included £1 ,134,000 in respect of com- 
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1 . j + so ' 1 
10 Taxation charge — 6 s X^ s 


(a), Provision for United Kintdom id overseas ación has been made on all profits dealt 


with to date éxcept for (i) the potential taxation liabilities to which reference i is, made in. 


- 


1 


e 


7 incorre from trade investments -~ ix Zum 1972 . 4971 `- 

i l ou e 5 eg : "P" £thous  £thous . 
Qüoted o7 stock exchanges, Ec QUU ot. VILI. 3,161 
“Unqucted ` de a Me f 665. 781 

BTE unn : EZ EP NF 3,42 —— 3,942 
à : ` : i Es ^. a E 3 A 
Franked income included above amounts to £2,602,000 (1971 £2,711,000). ' 

| 8 "Interest l A ano JE Y. 4 
Interest payable 2 d i y qu. 
Bank advances, and loans repayable within five years , 4,833 3,354 ^7 
"Ali other loans | : 6,804 ` 6,759 

l : E uc Ue 2 0 15637. 10,13 
Less interast receivable on short-term investments etc  , 1,866 2,369 ^" 
Mic E ; 97A — 7744 
9 ' Direczors” emoluments ' e 2 
- (a) The pre-tax emoluments, including pension contributions, 
of the directors of The Burmah Oil Co Ltd paid by the 2 à . 
company and its subsidiaries were; ' Eun » ; 
Fees A um pote 34 32 
Remunerztion 8 = . 159 163 
j E s "493; 195 `- 
, 3 So > ù 
(b) Tha, PESE emolunients, excluding pension contributions, of: . -. 
(i) the himen were; ^^^ C A uid CEN : desc DN 
Mr 3 A Lumsden (1971 from fst July). as \ 345. 8 
Mr RP’ Smith: «(to 28th May Ps in 5 
(i) the highest paid director were - SUE VN m 27 26 >. 
(c) Tha number of directors whose pre-tax emoluments, 
exclucing pension contributions, fell within’ me following 
ranges wes: : 
- e ' 1972 * 1971 NE i 
Not more than £2,500 E x y OS 2 . : 

- £2,501 to £5,000 E A E ed a 
£5,001 to £7,500 © . Se A rd EN T 
£7,501 to £10,000 . de A n - 5d i P 
£10,001 t5 £12,500 ` CAN ae Ll. uu cu - 2 
£12,501 ta £15,000 CT ON E assu T SS 1 COE TU 
£15,001 tə £17,500 5 55 5, 5 o. 9: 3. 4 4 
‘£17,5C1 t> £20,000 IN Qi M ATE S AE DAE 
` £20,001 t5 £22,500 ; NE RO 1 . 
£25,001 to £27,500 - ; A a S ; 


note 20, (i) taxation which woulé arise on the distribution by certain subsidiaries and ` 
associates of profits at present retained’ by them and (tii) taxation on profits of some 
£3,500,003'on sales of assets where claims for ‘roll-over relief under section 33 of'the 


Finance Act 1965 are available. 


(b) United Kingdom income “tax deducted from dividends received is not included having 
. *" 


been app ied in franking the company's distributions'to 5th April 1973. 


^ 


(c) The caarge in the consolidated profit and loss account, which is based on the profit 


for the year and includes adjustments in respect of deferred taxation, comprises: 




















i "En E i ls 1372 1971 
United Kingdom: taxation- ` mo ` Êthous | £ thous~ 
Corporation tax at-40% (971 40). ; ` 546i : 4,509 
"Less relief for overseas taxation 07 03355 4,480, 
; E y. 4 B ae 1,806 ^ ' 29 
Overseas taxation ^ ; ad . 10,424 11,330 
i EL PX S 04,27. 7282230. 115379. 
Less'pricr year adjustments ' B um ` B d : 934 480 - 
EC p e c i a ` f 11,296 — .10,899 
Less claims for transitional United Kingdom taxation relief 
under seztion 84 as amended of the Finance Act 1965 APT 
‘overspil’ relief’, estimated for 1972/73 at | - 525 l 525 
TN c 10771 > 10,374 


Less amcunt representing corporation tax relief available on . ' 
setting ravenue losses against changeable capital gains ; oe A a 











(see note 14) 1,360 940 
E : E. d 02 9AM4 9434 
l (d) Where applicable to the share of profits of associates f - 3,654 4,939 
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> E £ : - z 4 + - -— 1 D 7 ' -T 
T T: or 2 ae CP > e + f z ig o. : ze xa THE at 7 EX s Rs i E UR -3 ; ict ; 4 i 2 ; E 
A) : E ^ : y l ah! ' . teste. dd A dt a . Nite Wie. ju : 
June 7th, 1973 LICUIT ACCOUNTANT. . DE jee S l 
mt : a Y A, n. Pa . | 
s . Tz Nd k > : : - BP ennt zu. ey pth F A . bl 
iD oh IMP (NOTES! ON THE ACCOUNTS—continued T2 a a tha 
a a EE ; E ; 
C E Bo gs us ! ; 
PS , L xw THE BURMAH GROUP zum 5 
; t f ` * ind E > l | = - D . . 1 A ] : : 23 v* . " > ` i 
: T WU CA EE eee og us ‘ VA | 2 a un e » 972 1971 
BL Minority interests and ini profits 1972 ' 1971: 16 Share capital : i 1 | | 
- ves "x E thous... £ thous . Issued and fully paid £ Eos É pr l E 
Pus "E 1,1127 `` 1,081 6%, cumulative first preference'stock "| Y I 
Profi attributable to minority mereni "uU 32. ` 6% cumulative second. preference stock LIS 750 | 730 : 
~ Pre-acquisition profit of subsidiaries acquired SHINE the year "t a — `g of cumulative: preference tek : 4 3,000 `> 3,000 
o - $ - , 
z P " E .1,499 7 1,081 0] RA cumulative redeemable preference stock- — : 15,000 15,000 ; 
e Vs - pe Pat A gst 005. s 19000 . 19,000 * 
Lá Ordinary stock | "T iu ag E 142,685 134,434 
- A o5 7e wis ES 7 . . 
12 Eárnings per ordinary stock unit ZUM ps - Pup te A M 161,685 - 153,434 ; 
` The computation for 1972 is based on the earnings before charging extraordinary items” | Unissued °° - ee Be id 
attributable to ordinary stockholders £30,163,000 (1971-£28,141,000) and the ordinary ' Ordinary hires pf £1 saei 3,400" 3,500. 
' stock in issue at 31st December 1971 increased by (i) six-twelfths of the ordinary stock h (61 ch y 34.915 . 8056 
issued as a result of the exercise of warrants on 30th J me ve and (ii) irt dde Pe ral ' Unclassified shares of £1 eac , ' 
ordinary stock issued or to be issued in connection with the acquisition of Quinton aze ~ ———— 
(Holdings) Ltd. giving a total of £141, 182,000 (1971 £134,434,000). — — . Authorised share capital M l 200,000 165, 000 * 
_A —_—_—>—>e *The company has power to redeem this preference stock on or after 31st October. 1981 3 
; | £. N CES ue ud. Qs at par plus a premium of whichever, is the greater of a foe. - 4 
13 Preference. stock dividends ^ . di TS AS Wo v gu a aet n (2) the sum per share specified. below and 
9 stock ' r 13° 15. b) the amount per share equal to the excess over par of the average stock chante y 
$76 cumulative first Rrelarence uso Em Thee” ig A ^ 45^ Es (less um equal to the'accrual of the fixed dividend after tax) during the period 
6% cumulative second preference stock 38 Of six months dating from thirty, days before the date on which the company gives a ' 
, 8% cumulative preference stock ; " ; '2047 . 240 notice of redemption. E - 
74% cumulative redeemable preference stock ` , 1,033 1,087 Up to 31st. October 1982 E S -. E 7ip 
5 \ T - 1st November 1982 to 31st October 1984 . : : Sp, 
. ' 1,288 7... 15,387 * | 4st November 1984 to 31st October 1986 < "d 2ip 
Advincs Corporation tax (ACT) ye . uer i _ 4 , ti 
dividends ps after, 5th April 1973 "i E am After 31st.October ES NE E lo - 
s: ^d : Jur EE Reserved to satisfy i in full the rights comprised in the ordinary in warrants 1972175 p 
i é 1,387 1,387 issued im 1969. (see note 17). : 
E OR < tWhereof 491,000 shares reserved to satisfy in full che rens iia in the órdinary MES 
Ordinary stock dividends stock warrants 1972-75 issued in 1972. uM. 
First interim 625p gross paid. 11th January 1973 * LIE EM Lopes : 
(1971 6:25p gross) E © 8987 uen 8,402 i; 3: j e Dl = 
“Second interim 4-35p gross paid 5th April 1973 , 6256 ^ 2 17 Wérrante == i9 js M | E h d 
tol T uv NE ` Ordinary. stock warrants are in issue whic entitle reghscéra olders to acquire ' +p. 
` Final REPAS a IM. n * 64447 43.780 in the aggregate £3,891,000 ordinary: stock of the company‘on 30th June in any of the years ` a 
now id £ "S E JUS icu d 1973 to 1975 at £4-per £1 stock unit for cash or rby the surrender of £4 nominal value of the , xt 
| Ba Y. 3 ! i 21,667 . 22,182 3 Em pant $8494 loan stock q 196. o ds i dé ‘ y s 
*ACT-1: inp on final dividend | E: A ge 2461:24 77 — : : : rnin d 
` Total 17; 00p gross (1971 16- 50p gross) d 24,428 22,182 18 Share premium : N £thous £ thous 
: B Hbi a E: : a Group" Company r 
Aggregate amount of dividends paid and recommended i ¿e 5 SE At 34st December 1974 an E " 2,396 . 2,396 
l | d 
_ eee bn tikan In reper les tl for ACT rro 
future Hide ingdom n corporation tax liabi ni orar stock warrahts 1972/75 300 (300^ "- 
EE - Add premium arising on £8,151,000 ordinary stock (£24, 708 000) ` QE ru ‘ Pies 
" t . "A B : less piel on £4,134, ¿000 8i 194 loan o [96 Er ras f age 
14 f : s RT E issued in connection with the acquisition of Quinton' Hazel ; M E: 
14 Extraordinary items d E (Holdings). Ltd 7 24,150 (24,150 
‘Adjustments on currency realignments . 5,469 (5,725) ome NH. : 
Profit on realisation of assets ! 5,330" :' 4,535 uo E E 26,846 26,846 
Release from provision made in 1971 against possible non- _ a a . Less capital eim ARA NM 551 551 
. recovery of excess freight charges to Bangladesh e. i 176 g 50) |- At 31st December 1972 ae l i 26,295 26295 
Reorganisation and redeployment costs e See t (1,209) (344) fue" iu DUM : CEU f “4 — HEREIN 
Provision agaínst investmént in Compañia Petrolera Lobitos SA g50) = < —- EM E: : > eee A i 
" Provision against investments in Pakistan and Bangladesh , (3484); ^ — 19 Capital surplus i DT ' } ; E i 
Provision less taxation, relief for estimated pension liabilities - AS iE d At 31st December 19A - set 18.040 9 484 ` 
ye , aN a . 
Se fee Decembar Po bis eR ps Purma - (3,500) EX. Add attributable to a subsidiary no longer consolidata and to 2 
i PE E me" ' | associates.nów dealt with as trade investments 1,375 
Acquisition Mid X MES (334). "E Add amount attributable to 491,000 ordinary stock warrants. i : 
Miscellaneous 0f a e 53 f (73) 1972/75 issued in connection with the acquisition of Quinton ey 
è ` a TX ELO E " E EE. : . 204 ; e = zii Hazell (Holdings) Ltd - f i 525 " 525. 
p. Sees IE Bue" e 1,751 (2,357). | Add transfer from zeneral retentions ; 1,738 1,597 
" Whereof attributable to: pecchts . a 7545 — 44/"-7.099). | Ac 31st December 4972 - 21,660 11,306 : 
s D r e z of > ` - a e * rca M 
Profit on realisation of assets includes £5,810,000 realised during thé year but recognised Wheréof attributable to associates . ' 676 "e s 
¿earlier in investment revaluation reserve and is stated after deducting £1,360,000 (1971 R ' - M REESE C 
' £940,000) representing corporation tax on chargeable capital gains, against which gains ' uii 
there are revenue, losses available to give taxation relief (see note 10) de 2 ` an 
: de "E NEU 20 Investment revaluation reserve x. i 5 
: es ` F ' i —— Unrealised surplus arising on the inclusion of quoted investments `. `` E ; ` , g 
"15 Profit attributable to members of the company - 19727. 1971 and (in the. case of the company) Burmah Investments PEU at á c RA. 3 
quu e : . is , , d. market'or equivalent value: - $ , o da Ae i 
DNE: RC je CU m ,.Éthous. | £thous |. At 31st December 1971 i 387,403 387456. , v, 
Pr ofit available to the group ' d 31 1550 - 7 29, 528. - Less attributable to quoted trade investments held at 31st — 7 
Extraordinary items ta ; 4 751^ (2, 357y December'1971.now dealt with as unquoted (see note 27) —. |. -89 89 "io 
i "RC r pcd GE p; me s Less attributable to investments sold’ during the year», -í 5,810 5,859 < 
- Attributable to members n +. ' 33,330 .27,71 ~ E $ x 
: "n n ALME. TOREM a = - a : r ,. 5,899 5,948 da 
Dealt with in the accounts of the company’ . ^ ^ 30,716. .23,75 " p Ex 
i ! : i : E : : 381,504 381,508 
Retained in subsidiaries ʻi CEN i 2,078 3256 .| Add increase in market ór equivalent value of investments ` . i T ES usa 
Retained in associates » ` . 507 (60) , | held at 31st December 1971 or acquired during the year 71,848 : 71,752 : 
E o ^ > 3,301 © 27,171 At 31st December 1922 - > wa 453,352 453260  '- 
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The company and certain subsidiaries as would be subject: UK Corporation tax on any“ 


«e, No provision has been made for these potential taxation liabilities. ; 

‘ So far as concerns the two largest go investments, namely the holdings of im 
‘ .,. 82857,365 ordinary stock units of £i each in The British Petroleum Co Ltd'and of n 
16,275,552 registéred ordinary shares of 25p each in The 'Shell Transport and Trading `. 
Co Ltd, the-cost' for, the purposes of computing chargeable capital gains.and the * — . 
m . middle ‘market quotations at 31st December 1972- were, respectively, 254£p and 5961p 

: “per stock unit for The British Petroleum Co Ltd. ang id and id per Share for. ihe, 
Shell ¿Transport and Trading Co Ltd. ' Us 


. * , "3 » 
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pot m vd y E o, x an ` 
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“+ 1.21 General, retentione. EUR ES uu ee ape 
ae Voie ae i ` l ‘Group Company ' 
Pa «At 34st December 1971 7 A 63,983 . 43, 293 
“7. |". RLessáttributable co a subsidiary no lar consolidatéd and to - ' poi f 
7... 7. c8ssociates now dealt with as trade investments . 2 
.* e; Less transfer to. capital surplus. CIUS ML 1,597. 
“ i Mong l Deri a id . si ' l - . 
A te une So A d hn T v 
: i EP -> 41,696" ` 
A s - a Pe own A au 
p “Add mdi in 'súbelilariós EA - ee ee l 1 
: Add retained in associates ^. - £ SC IMEEM ME. l 
A y d Add retained in the company, A UEM TC dum vus i : 4,901 
3 n: TNCS Mero aaa. PORTER UE —áÀ 
V At 31st December 1972... ` -: 2o or cu io s. E^ 67,599 ^ 746,597 
- o. Whereof attributable tó associates d^ 205682 n. 5, 
E 1 " > h y e. 
O E x i UE ? 25 i ; E i RIS 
d | - a INA 
be on : . $t M hs Y ogg rA tpa Qu 
4 7 22-Loan capital E j VINE i 4972.,.- M1 E 49717 
y Wwe US. S. RT o . i£ thous T P bote. 
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, Group Company: l "Group. eae 


Bsa ^ 


¿Not hall" repayable within five years 


Wee 














‘Secured 2 ur ge an f Pv a 
y ` 864% debenture stock 1978 3,150 - 73,150 3875 E 675. a 
~. b44% debenture stock 1968/81: ' c. 10624. 8.06245, € 696 7. | $96. 
.. ? "Unsecured ^ o ee ae MI 
e ies - 64% loan stock 1978/81 20456 ^ 456 | - 456 456 . 
7”, 748494 Deutsche mark bonds 1970-85 6,658...” 6,658 | D^ 5953- 5, 953 : 
E 74% loan stock 1981/86 l 15,354 15,354 . 15, 354 * 45, DE 
e ' 1794, Luxembourg franc bonds due 1967 ' ‘4837 4 837; - o t m 
, ~ 884% loan stock 1994/96, 53/9069 53, 969 “so, 000 `- 50,000" 
Tn 74%, Belgian franc bonds due 1992 4,933 . Uu — NE — 
e Repayable within five years pos ur du ES VE : A 
© 14 4, Šecured> ^ A A MAT $ 
2o RA, debentures 1973 . Sees 888 C am l. 
ce - 174% debentures 1973, iS n (— E c4 35 my 
Tit — *Unsecured ` "oa SUDAN E E 
| AM SER Us dolar bonds cue 1988 28,763 28,763 . , 28,763 2763 . 
‘Pies 2000 5 1118744 143,9117 - 105,920 104,897 7 


^ 


a 


è Ea 4 - : i : r 








aTo:be redeemed by equal annual: idas of £525, 000° duéing: the ‘six years ending... 

130th June 1978 either at par.by means of drawings or by the surrender of stock purchased. 

by ode OPERE in the market at or ander par at any time. or, by a con Pination: of BONE 
: «methods. 


2 At 31st December 1972 £139,000 of thás sack which had bier parkii by the comipahy 
` „had not been surrendered, The cost thereof (£124, 000) is included in debtors. ` 


Er bTo be redeemed ‘prior to.1st September 1981 either at not more’ than £102 per cent: 
by. drawings or by the surrender of stock purchased by the company in-the market at.or 
under par at any time,.to che extent that the company shall apply to redemption not less. 
than £25,000 in each year. Any stock mot previously redeemed to-be repaid ac par on: ‘Ast 

arr September 1981. ! . " p. d 


e eTo be redeemed duririg de three: years ending 15th August 1981 by drawings, or. on that 
ier date, at par. The company may at any time purchase stock in the market at any price (by . 
, Private treaty at not more than £1 05 per cent) such stock to be- thereupon cancelled. 


' 4The bonds, which mature on Tst November 1985, are coupon bearer bonds of DM 
4 ¡000 each, redeemable at par in ten annual instalments, varying between DM -2,500,000 
“and DM 7, 500, 000, commencing 1st. November 1967 cr, at the option, of che company, from: 
. that ‘date, at redemption prices equabto the principal amount of die ¡bonds plus peri 
varying up to 4%. 


T *To.be redeemed during the five years ending 29th June 1986 at £102 | per cent pro rata to: 
' holdings or d drawings or on 30th June 1986 at par. The company may uia: stock at, 
any time, such stock to be thereupon cancelled. ; » 


The bonds, which are coupon bearer bonds of Lux. Frs. 50,000 each, are radceniable at 
par in. ten equal annual instalments commencing 30th June 1978, or at the option of the” 
company, from' that date at redemption pace equal to the principal a amount ot the bonds ” 
plus‘premiums varying up to 225%. add 


"+ gTo be redeemed during the five ye ars ending 31st August 1996: pro'ratá to holdings or by, 

‘drawings, or on that date, at par. The company may at any time purchase stock in the.mar- 

: ' ketatany price (by private treaty at not more than £110 per cent) such stock to be there- 
EE "upon cancelled, . - Duc. rg VA 
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- chargeable capital gains which might arise on the disposal of their quoted investments, ae ^ 
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Stock regstered in the names of persons who are also registered holders of warrants is 
oer into ordinary stock of che. company: These, conversion rights are set.out in - 
note 17, - s^ 


5The bones, which were issued as prem ‘bonds of B.Frs. 5,000 each but which i may be - : 
. changed irto bearer certificates at the request of tha bondholder, are redeemable at par in, ` 
. fifteen squal annual instalments: (commencing 15th June 1978 or, at the option, of the com” , 
pany, from that date at redemption prices equal to the -principal amount of the bonds plus M 
. premiums varying up to 30%. , ] ` 


Ta 


These debentures amounting at 31st December 197: to £1, 196,000 are. included in creditors 
because they were redeemed at par. in January 1973. 


¿The bond., which are ‘coupon bearer. bonds of $4, ‘000 each, may, until tune or prior 
, redemption, be repaid in thé sum of £416-67 in sterling. (at which rate they, are stated in the d 
company's accounts) at the optión of the. bearer and in that event the/próceeds of repay- ` 
ment will 2e applied in purchasing from the company registered ordinary shares. of The 
'Shell' Trarsport and Trading Co Ltd (such shares being owned by The Burmah Oil Co Ltd) 


` 


~ 


subject to =dJustment under certain conditions. The bonds which mature on 1st October -' 
1988 are redeemable at the option of the company beginning on 1st October 1978, except `- 
that prior -o that date the company. may redeem all.the bonds then outstanding if 75% of . 

, the bonds Lave been ‘converted’ or if any United Kingdom taxes on payments on the bonds ` 

are required tó be withheld or paid by the company, all at redemption orices equal to the: 

principal amount of the bonds plus in certain circumstances premiums varying up'to 3%. 

(Sen also icomote Ec] on page os. ; 


Lo - 













































































*Cost of operating assets includes, i in respect of the Ellesmere Port refinery, net expendi- 
“cure to date an capital work-in- progréss amounting to £8, 070, 000 on which no depreciation 
has been. provided, and commissioning, costs amounting to £1,903,000. Also dealt: with 
“Under operazing assets are exploration-and development costs, which inclüde £33,785,000 

in respect ot exploration leases reclassified from leasehold properties, - . : 


tLeasehoid properties (net): with añ unexpired. life of not less chan fifty years amount to 
£6, ne 000 e 971 £5, 013 000). a $ 
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25 *Subsidiary -— 

















; 2 4971.00. 
QS 07 E D. v £ thous - , +£ thous i 
' Shares at Co-t less amounts:written off | i ` E 423,392 s 64771 
” Dividends receivable e ae E. 11,082. 07. 1404. 
Amounts dua, from subsidiaries 5 .. 152,090 2.0, 1228011. ., 
BEC UD E 7286564 — -'- | 194,186- 
' Less amoJnt due to subsidiaries..." ,13,234 "o0 * 9481 
| N "o 273330 ^ ^ 185005 - 
*Excludirg Eurmah- Investments Ltd (see note 28). ee : ` 





at che initizl ‘conversion’ rate of 96 ordinary shares per $1,000 principal amount of bonds, ': 


i | n 
23 Deferred liabilities E uus degere. ood A dier ceri. 
DENEN OIL e e £ thous  £thous 
Deferred taxation por ee TF e ' 6,877. . 4,317 
-Provisions sor pensions and ovefseas s social. legislation Ae det CES R 
"(see note 33 fe]) : ^ wei ae E ' 5847" | 2,229 ; 
- Obligation inder gas transportation: contract Cu wy 0 PBI .1920 -. 
 Tankers(sez'note29) ^ CL, .: o... 75 50,7  ,89.. , —. 
24 Proper-les and operating assets LAE DE. £thous - 
l m ES Properties Operating. Total 
i - | oor ee sige a . assets. , , > o 
7720. freehold leasehold r, 
\ ma s pm "ok ud. T oma : x - ! T oy 
E ' Cost ' E CS o : D s : AC 2 pe "ow * : , i l CN 
At 31st Decembér 197 . = z 33 130 ' „46, 422. 157, 924. 237,476 
Subsidiary’ co longer consolidated: » (887). ` 60): (15, 415). (16,352) . - 
. Subsidiaries‘ acquired -' D E i3 €! 658." “4 ,047 5, 959 15,664 
Capital expenditure ^ ^ * v M Tn on | 2,164 | 54,509" 62,819: 
* Investment and other’ grants... PITE aa E (889) ., (893) ` 
' Exchange acjustments ^ E pr ow 589 . 268, 3,6019. = 4,476 ' 
Reclassifications `  . a (83,785) 33,785 B d 
Disposals.ar.d other adjustments ` Dur « 7 (2,975) (39) (3,962) (6.976). 
At 31st December 1972 DIM A > 44,657 16,027 *235,530 ' 296214 - 
Depreciation, depletion and amortisation ae - AMAN. 
At 31st December 1971. ^... 7 ‘4,206 13,755 . 58313 76,274 
Subsidiary ro longer consolidated | (345). o Ne (8,741) (9,086): 
: Subsidlarlesacquired > |. “> CRM Jn S E 155 2,678 : 3260. `: 
_ Charge for rear c e" : . . o6 560, 515 106,047 — 11722 
Exchange adjustments » "v .7. " (169) , 98 Q71). ; (342) ` 
Reclassificat ons "AR CN MR (9,875) | 9,875: " 
Disposals and other adjusimónts 75 (248), (63) - (2494). (3,805) 
Ar 34st December 1972. + UU TAAA + ASBSS 69,007), 78023 ` 
| Net, per consolidated balance sheet | ; PA ~ ; A 
' At 31st Deczmber-1972 40,226 ` 111,442. - 166,523 — 218.191 ' 
At 31st Decamber 1971 — "^ + > '«28924 : 32,667 99,611 "161,202 


~*~ 


THE v 


~ 


June 7th; 1973 `. EI E 


1 





ds Associated companies 




























































































1972 1971. 
£ thous : £ thous - 
` Quoted on stock exchanges outside Group Company Group Company 
Great Britain 
‘At cost f : 4,573 ~ 856 8,255 6,860 
Unquoted - 
At cost ~ 24,170 21,450 1,330 1,330 
Less amounts written off 1,330 1,330 2379 ` 21,450 
| 2,040 “24,120 22,449 _- 20,120 
Advances : 4747  — 4,747 N 4,434 4,434 
Share of reserves = 2238 . ~ 1952^ 
- 34,398 25,723 37,090 31,414 
Market valuation of quoted investments 2,890 400 8,781 7,269 
Information regarding unquoted ' , S3 
investments shown above at cost: E ` 
Share of profits (see note 6) 5,829 ' 6,385 
Overseas taxation 3,563 4,119 
Profit after taxation |". 2,266 2,266 
: Dividends dealt with by the company ‘ 4,903 : 1,942 
-Retained earnings 363 = 324 : 
‘Extraordinary items , 25. (344) " 
Retained |. 388. 7 (20) — l 
Retentions at 31st December. 1971 1,101 1,121 V 
Retentions at 31st December 1972 1,489 11001. 7 
27 Trade investments 1972 . 1971 
. - , E £ thous. £ thous 
Quoted on stock exchanges 7 Group Company Group Company 
, At market value iwGreat Britain —— ‘. 57,089 | 56,965 60,523 — 60,492 
Outside Great Britain " 3,516 2,710 — 2,188 ` 1,764, 
i : 60,605 59,675 62,711 62,256 
Unquoted Re is. Pas 
At value estimated by the directors ' 
Equity 1,366 
Advances pent. ' 14,559 
15,925 609 
76,530  - 60,284 77,400 62,305 


~ 
- 


3 Investments in certain companies operating in^ Pakistan ard Bangladesh, formerly dealt 
with as associates, are now Included in trade investments..No market quotations were 
available throughout 1972 for companies operating in Bangladesh, and investments in such . 
companies have therefore been dealt with as unquoted. 

















. 28 The British Petroleum' Co Ltd and Burmah Investments Ltd . x. tow 


The group's investment in The British Petroleum Co Ltd (BP comprises 82,857,365 
ordinary stock units of £1 each and 99,000 8% first preference stock units of £1 each . 
(both securities being quoted on stock exchanges in Great Britain) with an aggregate 
market value of £494,324,000, 


12,857,365 ordinary stock units and all the preference stock units having an aggregate - 
market value of £76,774,000 are held directly by the company. The balance of the 
ordinary stock units, having a market value of £417,550,000 is held by a wholly-owned 
subsidiary, Burmah Investments Ltd, and constitutes its principal asset. The net book 
value of the company's investment in this subsidiary is represented by a loan account 
standing at a figure identical to. the market value of the undertying invéstment in BP. 





29 Long-term interests in tankers , " 
The amount of £8,433,000 (1971 11,282 000) represents the interests of a ‘subsidiary in 


tanker charters extending for various periods into the future accompanied in certaincases | 


by options to purchase the vessels concerned at the end of the charter periods. The 
subsidiary's interests in the vessels will’ be amortised over the periods in .which the 
interests subsist. A substantial part of the subsidiary's corresponding obligations under 
these A is noc immediately payable and is included under deferred liabilities; 


X 





t 


30 Deposits with bank i . 


[n 1963 the company issued inter-alia £5,250,000 6197, dubentuFs sinc 1978 to provide 
, part of the foreign exchange required for the construction of a pipeline in India. The 
proceeds were placed on deposit with the-Bank of Scotland who held this sum as 
.security for a loan of a like amount made by them to Oil India. Led. When repayments 
of loan principal are made by Oil India Ltd to the bank corresponding amounts are 
released by the bank to the company. - - 


~ 








e 1972 1971 
, ` : £ thous £ thous ` 
Deposit at above em ' 8,50 3,675 
Other deposits held by the Bank of Scotland as security for: 
Further loans to Oil India Ltd : 533 (533 
Loans to a subsidiary ` 120 , 18f 
et E . l 3,803 











p ACCOUNTANT ^ Lr a DM 
: (7.7 * NOTES ON. THE EU ld JE y | 


4 THE BURMAH GROUP 

















\ 
31 Short-term investments e — _ 1972 1971 
JE à , £ thous £ thous 
a Group Company Group Company 
' Loans and miscellaneous securities . 2,000 i 2,060 an 
Money at call and short notice 18,083. 6948 21,247 12,500 ` 
die d - . 20092 $6,948 22,307 12500 














32 Bank and other advances | ` E. 


















































Secured t 13,089 — 7,386 — 
Unsecured ^ 50,396 21,464 28,227 3,064 
ES 63,485 21,464- 35,613 , 3,064 
Whereof advances which need not be repaid 
within the next five years — : ` 590 5,789 E 
33 Taxation liabilities a A g (014972 1971 
l ' £ thous " £ thous 
UK corporation tax due ist January 1974 ' ^ 914. — ` 
' Current taxation f ; 4,503 5,055 
i , T 5M7 > 5,055 
34 Dividends (accrued) ` - f (1972 1971. 
A l £ thous £ thous 
Preference stock dividends accrued - 331 . 331 
Ordinary stock dividends accrued: 
First interim . 8,967 ` ENS 
Second- interim i : 6,256 iud 
Final dividend now recommended including ACT * 4.9205 , 13,780 
«24759 14411 





" 





35 Overseas a ena 


A material part of che assets of the group is situated overseas in countries, where 
restrictions: on remittances are in force. 


ee th hee ee ee a ie 


. 1971 
£ thous. 
Group. Company ; 


36 Commitments and contingent liabilities 1972 
: £ thous 


Group ‘Company 


- 


(a) Amount uncalled on 
partly paid shares: 

















Subsidiaries — 901 — 1,855 
Associates 2,250 2,250 2,230 2,230 
Trade investments 281 180 183 180 
2,531 — 3331 2,413 4,265 
(b) Guarantees of bank ' l ; S 
overdraft facilities EFE z i 
granted to subsidiaries — 29,000 — 18,500 
(c) Other guarantees etc A e 25,500 19, 500 13,500 8,500 


(d) Three subsidiaries have contractual commitments in'respect of tanker in-charters 
and leased facilities involving hire charges: (exclusive of certain operating costs) as 
follows: , 


Estimated as payable during: : À 
` 41973 £ 20 million, 
1974 to 1977 115 million 
(1978-1982 -> "140 million 
1933 and thereafter 215 million: 


A substantial part of these commitments is already matched by tanker out-charters 

and other long-cerm arrangements, Guarantees have been given by the company In. - 
respect of the obligations of the subsidiaries and also in relation to certain joint ventures 
Mgr til they are associated. No amounts in respect of such euorancees are included ` 
in (c) above. 


.(e) Pensions payable under overseas social legislation and contributions to various 
group pension schemes. 


(f) Various disputed claims for'overseas taxation. 


_(g) Sundry commitments and contingencies arising in the ordinary course of business, 


? 





37 Capital expenditure of the group 


Contracts placed against these approvals so far as not 


provided for in these accounts amount to approximately 6,000 : 10,500 
4 1 * 





x 
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1972 1971 
- £ thous £ thous . 
Capital expenditure soproved «by the board : 
amounts to approximately . 70,000 | “45,000 
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= goers away" have already. lóst money. Knárhproving stock- 
E market tone has seen prices: rising, . but: ‘peculiarly | énough dt 


‘to look ahead and begin discounting events in early :1974.. 


to be more forécasters of problems than of economic profits in. 


.' 4 conisumer.demanid is slowing down and the excesses of the pasti. 
| two years are leaving their economic mark, ' o> xe 
«^ >For the time being, however, that kind BE problem i is appar- 
no ently too far ahead to worry about, and the equity-market'is now 
: > regarded in terms’ of rising: industrial profits. The contrast 
_-between.coricern with future problems 4 and pléasute at present 
, profits was clear recently at a financial press luncheon given by 
; a ad adne textile company. — ..- 2. d 
.- The. chairman — all Scottish caution- - was seeing difficulties 
dn. ‘the’ new farm of corporation tax and debated' at length the 
theoretical dangers -of Pháse IL and the: potential dangers of . 
¡Phase III. Every possible. shaft of. hopeful light was: quickly. 
covered by z.dark cloud ‘of caution. _. - (n 
. But a director concerned:with.the goods the company P 


: This i is how stock-market attitudes, as ; well, “are now split. a 
ee 


: "M 
. 7 wok y - 
e n f oo% ‘a * -> NL. 


et. = 


\ POINT. ibat needs A be ade about: the. Loürho. "affair 
árid the overwhelming.vote in favour of.Mr-Rowland; and” 
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‘the bulk of the shareholders are comparatively small “and com. 


^. financial disciplinarian. Du basically was Cavalier and, 
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: Bank en England Minimum Lending Rate- June dat, 15m. Lo "irianóe House Base- Rate - she. ist, 1973. on: 76 ` t 
i ~% , 
e s Bar e d l wo duri a i. P ' Retail Price Index G6. í 62100) 176: 7; 16. 4. 73 (from | 173 D) 
zd s N los . “Treasury Bills = = : d a UT rtifi (3 | 
MW" : o se tU Pe eB 0 ax Reserve. Certificates 3.1 72) Personal 34%. 
Ad T EN de UE 9350 A e s M vee PER Q9 (Company, certificates no longer o on often). "ue NE 
April rgi: loo Eras21% -May 18. es £248396.. i rae : 4 
April 19 a . £7: 669595 "May 25. -.^ E A 57195976 o EL UE ` Foreign Exchanges ET E . 
<o April26 - ..- SAT 6695 70, E June. B oe LP AU 604/70. ` New York ...  ..- 25827, "Frankfurt pm 7.67728 
"d l : ET. O -Montreal s. DN ` 275740. Milan, eot A GX1494700 © 
pi EIS M CH t sg: ese "Amsterdara ^v, 72750 7 Oslo. ': .: -..,. TIẸ'ISSO - 
ME X ee NS Money ‘Rates - Lx. d nd : Brussels D ~ 97 7500: -Paris ' » E ee 00.87 7IO8575 | 
Day to day .... = e 0K-8 % l Bank Bills | Uu l . Copenhagen .- E a 15" 1950 - Zürich: gs V p MESE 
. 7 days EM aes 6 2-thonths | v 83-889, ^ 1 . EN m 2E E got d 
Fine Trade Bilis * " E 3 "months" | a Er | P Nm * Giltedged | s 
d P .1-months .. . Eno "Nr months -... 70 ^ Console ET 46k. ee oe 1994 s gol 
E 2: "2 months .. /,* ».. 9#-108% $ months, ^ 91-8896  Consols 43, [o Aer 24$ o. 0 Treasury 84% 84-86 ...5 795 . 
ndr eg months. et * v» I0 ET Lm LN 4 um E Qe etas is Conversion 34%” ^ — ..^"734i ' Treasury 8196 se a . 854 
dE ICE q medo ee a niinc De 1974 ws Ed | ee ee 1976... E 
EE ae "A C ud 00.2 oj Rundmng 0-99-04  .. 42% - reasury 3 ue o s. 74 
NES E « n Three Months Rates , X Ee nd pU S, ^ e . Funding 51%. 78-80. : " -Sof' Treasury 34° o 79-8 I . e 734. 
z oe Local authority" deposits . ES > n., Funding 531%. 82-84 '.. “804 Treasury 5% 86-89 `. - 64% 
. 52^: , Lotal authority. bonds ' sd . E $ po + Funding 51% 87-91. :....68%. Treasury si% o8-12 .. 57%. 
- * '' Sterling deposit certificates .. |. S 91-:9 S Funding 6% 1993 .. «+. '68& >. Treasury 24% .. a "..: 24% 
oe. Euro-sterling. visu Dee. aes IQ 10% , i . Funding 63% oe hae ME Victory 4% ee 984 
Bee ee tes g a eae Pom EIN 81-9 FAT. Savings 3% D 6575 ` evo 924 War Loan E % o GAR 
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, institutional voté in Lonrho is small. Outside the boatdfoom, . 


^ paratively - speculative. That being so it is -hardly surprising * 
that they supported the speculative, fancy and, not'the' staid: ‘put to.tke sword! "The récord: of neither uu suggests that 
- together Hey will achieve, any. improvement. . ae 
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-VEN “by the first sek in; js “thes les in. May and Roundkead stuff; id the dosh a the EE in. the "as 


books. anyway), always rests with the Cavaliers.. Historically, 
though, the Roundheads won, and it will be surprising if the | 


à time when, bv tradition, the market should: be getting ready. ` RoundFeads do -tiot Winçout in Lonrho; and some of the: present” 


- Cavalier supporters in the company itself ‘may well prove to have 


E ~* The economic preview of 1974 is still blurred,-but theré seem . “been Rcundheads in disguise. The Cavaliers will; anyway, have , 


o follow Roundhead poly 1f E. are > going to revive Lontho’ s | 


UO aN that year. , The fear is.that the wage/price spiral will: gét Out’ of. : vcredibil-ty. PEG. 


oe control just at a time ‘when economic growth,’ ‘particularly via": | gw m a EO 
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Ts meditabie | is à matter’ ot time, and ‘that being s so neither 
of the latest straightening-out operations in the banking: 


~ world hzve created major surprise. Lloyds Bank is to buy out the 


minority of Lioyds & BOLSA, dnd Midland Bank is negotiating 
to buy tae rest of Montagu Trust, which means predominantly: 
Samuel Montagu; the. merchant bankers. Midland, with its 
already substantial; Midland Bank Finance Corporation; will 
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‘become decidedly ‘strong outside retail banking. Lloyds. will 
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 OSSIBLY a. F bisher industrial times is the new 
outburst of activity on the take-over front. When.the stock’ 


‘and markets, mer ely said “All I know is. that We: Te bopmiing:’ it r market ja: bearish, and industry i is in not particularly good. trim 
a , arid: mors concerned with having and holding thar with looking 


' ahead, téke-over. activity dies down. But when industrial demand 
Strengthens, and there i$ prospect of gain'in expansion, activity ' 
.in take-overs develops. Ás it does so'it invariably introduces both | 
“sensible and apparently nonsensical developments;"and. it is 


against Sir Basil Smallpeice and "The Straight Eight", is that the. -inthe larter category: that the merger of ‘the British. Match and 


Wilkinson Sword: companies can ‘bé-placéd. “Match? is hardly ` 
. the_worc to apply to'a-merger of these two concerns, and there | 
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“are people prepared to suggest that. ‘the whole idea-should be 
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| f For sale by aue ion d 
I d LONDON AUCTION MART. "us 
a E: x : Pa 
i 7 `: WEDNESDAY, 27th JUNE, 1973 © UM 
"i SURE dtes (Ünless preety sold) m ; s > ee ] 
i "i E "i 2C Wem. im o A : , M ah t “os : 
ae E LINCOLN ás p > 3 zm AAAS Silver : Street ` Man 
f a omae 35 ft. Sin. à Depth 85 ft s ee 
. eR EUM '. Net floor drea 4, i 30 sq. ft dE d 
NP EESTI Dey ORDER. OFJ. SAINSBURY LTD... PNE E ues 
: | WOOD GREEN >.> e 59/63. High Road | 
K B Qu M le Frontage. pere 2 TuS Dee T 
x gs ndm BO M sgt iyu ‘Net floor area 7,950 fü : cm X oU uw 
a ed firm and a 8). 1 BY'ORDER OF UNIGATE HO. 2 0005 ae Pe m Ste 
epartment acest e. Er E i A pon dps 
Ane ms of increas T EOS MT Oe BAYSWATER., | 23 Craven Terrace T 
| PORIE K dh ing HS E Frontage 16 ft, tse. i d SERA Depth 49 ft 6in.. "re 
| "paper work' and how D | wo Ee Mute ine. 
"+: .to-conduct it in an pes tal le EALING ^ DI (20M Pitshanger ae B 
d .efficient way... ^ * loo co P: E jab ur eos Dene ae fe xn 2 E 
E Organisation and. doi EAST BARNET - E 261. East Barnet-Road. . E 
- ¿Methods by improving . bin Es: sf. - FrontageT9Tt: 76 Ini aee ue nes,» Depth 38 m B v. 
21 clerical rocedures and | Ap BED l i Aa 8 
l -S Joni el control helps ` Vl ^ HACKNEY. ` : “a Chatsworth Road da 
2d d si M IS a Frontáge-l8 ft. cd EL "D Depth 50 ft. NUS 
managers reduce. costs O y l 3 
a -and give better seivice.. E Uu | - WEMBLEY - nl The Bus: Preston Rd, TR 
. Frontage Hs p Depth ef. 9 in. M 
* E ol VACANT POSSESSION i 
are a : É 
MN SHOP INVESTMENTS LENS 
KS NE uu exp - CHÍNGFORD 41 Old Church Road «| ^. « 
T E keris amen provides: a Hu : veu creta E ; Let to Great Universal Stores at nóminal rent of BoD p a. ^ ` a " 
W ines & Methods ‘for. Mánage- A XS S ae 
= = «ment Programme T  KILBURN l 7 241/245 Hie Road - ^ o ; 
_ This course is designed for managers who want: ‘to know about" . Three shops producing £8,500 p.a. ` ONE E 
- 10. & M; how it works, and what it can achieve. The «i is eie duictioneers: TAYLOR CRAWFORD & CO REN C ML bi 
ori the practical application and the- potential of O. & M. : 78 Wale Lane, Eondon NW? ARA or “AS97777. ; Des 
FEE £90 Dates: November 4th-December. 9th. " E ` LEYTONSTONE ` "m 
(2 FIVE WEEK Organisation.&. Methods Programme: : picta ^' .46[50 Church jus & 20/28 Kirkdale Road * EO 
This intensive, course is designed to train men: and. women in - Twelve shops let and préduding £5,283 p:a. Jen vacant office . . RA 
, -=_the practice of O. .& M..so that they are. competent to use;fhis - ^ building reden feo D dcos oH ix weg uet 
'.technique to introduce less. costly and more. efficient clerical. | M E McDO ALL & FRANCIS - E venu 
s don El3 -4 65168 : Taira 
E ` methods and: procedures in their own organisations. > LUE i T. oe HOA DEAE ne sid n, as BAL “01-47 oa 
. ,;FEE £400 Dates: Septémber 16th-Óctober 19th > WOOD GREEN, -> 2 .51/53:High Read ||: ts 
ee 2 November 11th-December 14th.. 4D - Let to Singer Company (Ù: i: Led at moderate rent of E "E x 
"' Fees include tuition, residence, textbooks, eto. <" =. V% >, £15500 p.a. ge e MGE E 
Telephone aor 551 bas 51551) Extension 332 . Eqs NE ione sons London WIXODD. 01-629 sist E cet 
E ‘To: Administiation Officer (Management Short Courses” AE A "s - ALL WITH EXCEPTIONAL R in aa 
LAE Cranfield School. ‘of Management, -Cranfield: «Bedford. y "e “Auctioneers: FILM i eke 
.- Please send me- details of your programmes in ? Organisation, "re pa i um i E 
n & Methods. "€ ea ge d 
arce c Pol Um s AES 
one Hc " m E -7 : 
E. sum a oe oe -— -—  — ms wma Wa uaa, mum . A 
; z x : » p r j »i F : t t 
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DAA e o Uc Du us X55 ACCOUNTANT 57 ved te Qu 0E V0 Juħe 7th; 1973: 
BET Insurance ve Company Limited hs 
l , -POINTS FROM THE STATEMENT BY THE CHAÍRMAN, - MR. ip F SCOTT 
M En General premium income increased by 19: 5% including home 26: 5% and overseas 16: 896. . 
5 2. 5 2. Lifébusiness— increases of approximately. 8076 in numbers of new policies, gross $ sums | 
p ME assured and new annual premiums: :-. 
7 S General business (excluding marine and aviation) earned a an uriderwriting profit of 
A | £777,000 (1971: £168 000). . s E 
E "> 4, Marine‘and aviation: 1970: underwriting year closed with a profita and £1 80, 000 has been ^ E 3 
E E o transferred to.profit and loss account. ^. . ; 
5. Underwriting prospects are uncertain since counter-inflation restrictions are: epréventing 
implementation of overdue rating increases in certain sectors. i | 
^ .6.. Share capital and publishédresérves of £9, 822, 000 compare with Department of Trade NE. 
ix EP. and Industry requirements of £3, 164,000. or 
E -7. -Market value of non- -life quoted investments exceeded balance sheetvalue by over | 
ND. TE . £23:4m (1971: £15: 7m). | a: a. yo ae 
us iid .8. Equivalent gross ofdinary dividend per share 12 25p aen: ás 679). E MEE i m 
CONSOLIDATED RESULTS . - DIENEN (1972. ^ 74905 | a 
Pu o uos . .£'000 —-  £'000 .- P xn 


-Premiums .' sl Géneral TAMEN EN B 29,138  . E 382 ^» -. 
Profit .* . Before tax Woo x a 2290. * “1,872 
| j p After tax and minorities dc E |... 1:646. 1,278 
‘Dividends +. .,- eo BA, 1,004 
CONSOLIDATED BALANCE SHEET oo 81.12.72 | 314271 o0 o> 
; i sr anm pé D a se  £'000 .. £000 >: .. 
Total assets | o " E | 2 7 ',..859736 J 44033 . ko x 
Insurance- funds `. General, . °° es (|^ /(:14100 - 12242 > s) 
^g Se ^ Lie. || - ui B 005 o 7 7360 1,849 oo 
f Share capital and published reserves E e T mE ¿9 822 8,992 7 - 
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ET a A . "The Bonus General Meeting will be held. at The Connaught Rooms, Gt. Oueen id London W.C. 2, at, 2.0 p.m. a x 
eke i ~. on Wednesday, 27th Jure, 1973 
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aie T 1923. en Doe UT ES NOT ! ACCOUNTANT... a E kl: 
A A in E SAA a . S I 57 to 224p- P F same pened’ hanks have movéd but 
- BULLS AND BEARS ^^ little and it may be that their turn will come soon in anticipation. 
T cu EE a - of their interim results, due: shortly. LBI, however, have risen 
IM E E oL tue. EET . Sharply on the proposed -take-over by: Lloyds, and’ Montagu . 
Fi ja. de SEU on the proposed take-over by Midland Bank. ` 


| Moving Sideways - 


Tes major rise in ordinary shares’ which loók place between 
March 1970 and May 1972 forécast that-corporate profits 
. during 1972 and 1973 would rise sharply and so they are doing.. 
‘But corporate profits cannot keep on rising across the board and’ ' 


' the habit-of the market is to discount comingrevents at least nine - 


- months ahead. Of course the market is not always right, nor 
“indeed is it unanimous: The prevailing ‘view last autumn 


‘and earlier this year was that the market had: a big down- - 


_ side potential, .This-has proved to be wrong; and the feeling 
~ now is that the.market is moving sideways, with interest mostly . 
, confined to special situations, actual or rumoured. Shares which 
Saw _better-than-expected half-time. results ‘may. well start 
moving up two or three months before the final results, but 
even excellent final results may fail to sustain the share price for 
more than a few days. Far Eastern shares such as Sime Darbv, . 
Hutchison International, which have fallen heavily in the recent 
- shake-out of such shares, are now beginning to recover lost: 
ground, and the same.may be said of rubber shares with par- 
ticular reference to Kuala Lumpur Kepong. . 
Bélow is our. ‘selection of OO AOR, lpans and: fixed 
interest stocks: ` ; . 


y Rae: a 
Vo, - i 


i Corporation Loans 


ga LP ane 1972-73 ` 
"d M AES Price Yield" High ^ Low 
- Liverpool 7 percent 1976-77 ` 90  .77:.-105 .: 89 
, Northampton 8 per cent 197879. 96 84 105. 94 
Northumberland 7: _ per cent ' e XM ' AN 
|. 1978-80 .— `., 24:7,89 80. 100 . 84. 
Nottingham per cent 1979-80 .: 2 97 83 1 12 | 


- 


Fixed Interest Stocks (Industrial, Commercial) 


o mE | |. 11972-73 
dE longi IUE E Price Yield . High... Lo ow 
BPB Industries: 10$ «per cent > RENE. 
debenture 1997-2002 '98  .10-8 | Recent issue 

` "Haslemere Estates 103 per cent.. : TE SG LIP 
debenture 1998-2003 . -98 10:7 . Recent issue 
"Michelin Tyre 93 pe centdeben- >. ^ ". l "2 
ture 1992-97 . sue 92 . 10:6 Recent issue 

^. Pearson namas 10% per cent _ . TM 

101 10:6 Recent issue 


debenture 1997-2002 Qi 


‘ a 


- t CL 


Ordinary shares . - 


> Just over a month ago, on April 25th, the FT aña ordinary 
share index stood at 464-3 against 4801 on June 4th, thus con- 
firming the view that the market’ is moving sideways, for many. 
^: individual stocks have risen quite appreciably’ since April 25th. - 
In properties, for example, St Martins Property has risen: by. 
'53p for no particular reason, save that it had fallen too low; 
similarly MEPC has come up from 171p to 208p and Land 
iSecurities from 163p to 208p. Breweries have also shown 
. strength in anticipation of the interim dividend season, but most 
of-the thunder has been' stolen by the gold mines. East 
-Driefontein has risen from 340p to 460p, Kloof from 545p to 
(Gasp and i in second or third ned issues Venterspost has risen 
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Below i is our current selection of incu shares: 


Ordinary onare 


" | 1978. 

"EJ Price . Viera : <" Ratio High — Low: 
Tozer Kemsley Millbourn `>. l NE. 
.20p shares . . 110 eps i em 120: 82 
Scóttish & Newcastle . | MEME Wu 
- Breweries* 20p shares | '96 .:33 | 21-1 124 77 
Capital &- Counties. Pro- : | m d 2 
perty 25p shares > 116 °,26 369 124 86: 
Marley Tile26p shares”, 116 Ss T 122 89 


Tozer K E y Millbourn 


This compariy is one of the world's largest providers of short- 
and medium-term Credit for the international movement of | 


E goods and materials. The group also finances domestic ‘trade ` 


within countries, especially where imports have been ipo uii 
by goods: supplied locally., It offers extended term finance for .' 
property development, and: also provides merchant banking, hire- 
purchasé and leasing facilities. Barclays Bank International has”: 
a £7:2 million stake in the company so that it is almost assured 
of success. Group profits.have increased from £691,000 in 1968. 


-to £4:065 million in 1972- and the’ board expects another ' 
l substantial improvement in profits in 1973. EU ty 


4 


Scottish 8 Newcastle Breweries“ i ET = 
Although much of this company's trade is in the Nonis. 


mdi 


nd D 
4 
DP 


it never fails to give a good account of itself; and many are the : 
scrip issues which shareholders have received i inthe past decade. 


_ Consolidated pre-tax profit for 1972 was some £3 million higher .: 


than for.1971. The chairman says that signs for the long-term 


future, both for Scotland and North-east England are brighter ^. 
*. than they have been for many years; and that the combination | = l 


of North Sea oil and deepwater ports could result in a new.era of.’ 
prosperity for the company’s main trading areas. The results: . 


for the year ended April 30th, 1973, are due in about six weeks ^ E 


time, and there could be some movement in the share price - 
before then. | x boss 


7. 


Capital and Counties Property urA y f l S A 
"This is one of the better property companies which is still ` 
' reasonably cheap in price. It is buying for £10'6 million a 


57 per cent stake in Great Northern Capital Corporation which 
is quoted in Ontario. Following in the wake of Star (Great 


Britain) and MEPC, it is acquiring a quoted vehicle in a new .. 


, t 
ma 


area of operations and: expects to bring its financial sophis- :-. 


'tication to Great- Northern's £25 million development -pro-. 


gramme. In a simpler deal in London, the company is acquiring. 


some. UK properties formerly. owned by William Cory for ec 


malon i in cash. Other developments are in the pipeline. 


Marley Tile 


r 
eens 


For the year ended October 31st, 1972, this company's pre-tax. E 


profit increased from. 7:061 million to £x0:905 million, and for ' . 
the first six months of the current year have. increased from 


. £4:36 million to £7:37 million. For the year, double the interim . 


ee at £ x 6 million certainly. seems’ vari reach, which.- 
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zo fad ¿+ -SOME ‘time ‘ago. the Board: at TTE 
52 ¿Revenue told the associations representing - 





i : NC a the life offices that it had re-examined the 


s "effect; of paragraph 2. (1) (e), Schedulé 1, 
ur "Income and Corporation Takes Act 19703: 
E e in its, application to the . question ..of 


~ "under. an endowment.assurance contract: 
vu e The . Board. “had. “been advised that, . 
acc "where a policy: ‘provides for the éxercise - 
UI “before ‘thé "happening. ‘of the “event in. 
Sp ‘question’ of an: option which would. be, 
Le a < - of the rights under the policy, süch an 
x BO "option: might. constitute the securing of- 
< the- provision. of a benefit of a‘ capital 
i “nature which would disqualify the policy. ~ 
qe ssi: Tt was pointed out to the ‘Board that | 
a he question whether -the option was or. 
“was. not actually exercised would not. 


"existence. of ‘the option -which : would .. 
" En "constitute the provision''of the benefit. 

e ."The-Board took the view that, where a” 
> * V, + policy incorporatzs.an option of that kind; 
' the prohibition in paragraph 2 (x) (o 
s would have’ to, be given effect and. tax . 
* relief under section-19 would be refused. 
oe - Aftér various discussions with the life ; 
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ES = ment the new interpretation of. the law. 
a -` -until the points raised by the life offices. 
“had beén fully-ccnsidered. Subsequently, . 

sa ys  pretation-would continue "to be applied" | 
+ : - until either the Revenue made à “public. . 
; a -statement that the new interprétation’ 
- Was to- apply from a specified future 
“date (with some protection "provided: for: 
dl . existing policies) or the law was amended. 
Now, a, statement has-been made, and. 
EC is clear'that the Revenue has abandoned. 
“the thought of: implementing . the: new | 


ae .. change of practice. ‘The existing practice | 

(whereby the. qualification of a policy is 
oy .re-tested "when an option is: exercised)- 
cal will continue until “new legislation .-is 


' has reserved the right to apply the new. 
- ¿interpretation before then,.so that. it 
“can deal with any new types of policy - 


(S os “time, and which are regarded as 3 providing ` 
i ^ei objectionable. options. ~- | 

e . Although . such -a policy uid be - 
Qn - allowed to qualify for life assurance relief, 


(qu EOD: if the. opnon 
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as Saad m slightly i more Char double last year S$ inde of: [s bee 


R BE ó - million. At first sight, this compány' s businéss might seem fathér-, -home improvement inárket increased from: 16 per cent to 23. per - 
: "too. cyclical for inclusion in this feature, but as the chairman ? 


“7. pointed.cut last year, whereas i in 1962 new housing accounted for: ; 
7 pS cent. it of ee gos El Ug tus aoo had talles for pM 


“provision: of benefits of à capital nature ` 


^ "12>: offices, the Revenue agreed not to: "imple- .. 


he interpretation by merely announcing a 


p t = ` introduced. - Nevertheless, the: Revenue : 


^which-may.be' introduced in the mean-. - 
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were. ito Le! Sd Th aes therefore, 


the ‘old practice, still applies, but the 
Revenue is not prepared | to allow this to tie. 


. its Hands so that: ‘objectionable’ der ul 
;, cannot be dealt with... La UMP 
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BONDS X (both. ‘guaranteed? and managed’) 
ate * coming „thick. ‘and ' fast from. the- 
insurance companies. ‘The Nation Life -. 


e * a 
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Insurarice- Co hàs:' introduced. a second ` l 


D n "or would amount to, a partial’ surrender: : issue. of its .10-year- guaran-eed «fixed *' 
income, bond, :próviding. bet-er. terms: -- 


„The: yield i is better than for the first i issue, 
and: it:is being quoted net of basic tax at. * 
.3o per cent. On: this.’basis, "the.yield is. 
84 per-cent for : ages up to 66; €% per cerit 
. between. 60 and: 70,9.per. cert between : 
70 and: 75 rising ‘to 9t per Gent for Ee 


e ae £ normally. be relevant; it would be the». 76 to 80.. 5: 


The full retu£n of. the E is "guar- 


| ánteed on death or at the ‘end of 10 years. ' 


^ Withdrawal of thié--original “investment . 
-can be made at’ any time during the term, 


: starting with “a. guaranteed. return of . 


.9r per cent, in the first year, incréasing © 


by 1 per cent per annum to. 103 pee cent, 


vin the: Toth years, pr O NE 
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THERE is s'nothihg very S eatis iout the . 
: s "it was ‘agreed. that: the existing inter- Cornhill managed growth. bond which has ^ 


‘béen introduced by: the. Cornhill . Insur- 


E 


‘ance Co. The, áim is to be fai- over the . 


charges levied, and to. provide- zn actively, _ 


. Managed portfolio. The company is not `: 
, going to extremes -over ‘the payment of. 


- commission, and A: per cent. d be the - 


top rate. Pu 


- One member- of the investiment, com- . 


- director: .of : Cornhill anda partner -of 
Matthews: :and Goodman. One of his 


“mittee ig MÉ V.-E. Kilgour, who is both a :. 


“specialities | is “overseas. propery, and it 


- 18 likely. that, in dué cóurse, the fund will. : 
- invest in overseas propetties. Ir has been 


made quite clear, however, thet security: - 
will be all-important and that: the fund 
‘will not be buying tracts of Arctic land’. 
No guarantee is: ‘being incorporated, on 
"the. grounds that, if a guarantez is worth 
having. from’ the. bond: holders” “point of 
_view, theinvestment managers are "obliged - 
-to invest so that the guarantééd growth is: 
achieved: The 'ovérall effect cari be to put - 


-all-other things being equal; it would be - arestriction:onthe growth whick mightbe : 
achieved i in the absence, of the SURE D. 
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Shine: 7th; 1973" 
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- to: Abe: Suing the same ten oa. ems flowing" from the 


. cent and the overseas contribution. from. 8 per cent to 25. per” 
cent. In short, the rising. value. of homes means. better business. 


“Nevertheless; Cornhill looks upon Hia as. 
. an investment ior, the medium-- to leng- 
term... E PME 

p E | Sie 
- FÍDĚLITÝ LIFE: ASSURANCE has. introdüced ` 
“a: new linked ‘life bond, known as’ the: 
Erst of Trusts Bond. Those responsiblé . 
.for. the. investment will monitor. the 
..pérformance, of ,uüit trüst groups and 
“¡Individual unit trusts, while evaluating - 
the .écónomic' and investment ‘outlook in; 
:-all areas and in all: market sectors. T'he- 

“objective i is to-manage the fund so-as to 

- obtain, ‘the - best «selection ‘of: top -invest- 


rd 


- 


. ment mañagement combined with. a. wide- 
E ! geographical and market spread. ` 


The minimum ‘investment is{500. The. 


d * initial charge is 5 percent, with an annual . 


charge .at: the, rate- of 4 1 per cent. AW 
-- discounts" and CO SiS “received will 
bé: 're-investéd for the. benefit’ of bond: 
holders, Clearly, by: limiting the: invest- 


« ment portfolio: to unit trusts, there. will: 


bea capital j pains tax advantage. In fact, 
-capital gains tax provision of 1o per cent . 


will be included i in the pre of, the units. . 
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“YHE. EBOR SELECT GROWTH FUND; a unit 


trust with a` low. service- charge and 


intended: for. those with £5,000: or more 
- to: invest, “has taken‘an increasing. interest | 
jn overseas securities, Now, about 40. per 
cént of the fund is ‘invested overseas. - 

"These investments are widely spread: 
between the US, Europe and the Far East. : 
. During the sübstantial rise on the Hong: 
. Kong.market, the fund realized consider- 
- áble gains: Thus the sharp fall which 
- followed. did not have a major 'effect on 
.the pee of the. units: - "I 


r p PW 
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FOR some months; building societies have 
- been ¡the poor relations of tlie savings 
industry. Many individual investors havé: 
“been -diverting their funds to income’ 


bonds. Now; it-looks as though thé tide 


- may have turned, with money flowing into. 


building: societies. now, that they. can 
offer 6:75 per cent (or more), | free of 
“basic rate tax! ^: T Uv 
Although some insurance companies 
“have increased their yield .for issues of 
: income bonds, thé rate which .a-company 
"can offer generally depends on prevailing. 
ratés of interest in the gilt-edged. market. 
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“Evading a Debt : eo X poe 
™HE House of Torde. may vishiordy be. required ‘to pronounce 
| . upon the’ question. of whether the tender ofa worthless - 


. against the Theft Act 1968. | 


T gave a cheque for £38 in respect of oe dóne to his ds 
knowing. at the time that he had insufficient funds in his-bank. . 


“account to meet the cheque. He was conyicted of dishonestly ` 
| . obtaining à pecuniary advantage in that he'had ‘evaded’ a debt 
,. contrary to section. 16 of the Theft Act 1968, and. apenas 

against his conviction. 

i “The Court of Appéal, following Ro. ‘Lockyer (T. he HT 
| 


April 29th, 1971) .quashed the conviction; the handing ọvér.ofa ` 
"worthless cheque, it was said, did nót ‘evade’ a debt unless the’ 
' creditor was shown to have had the opportunity. of taking -cash - 


but-was induced by deception to take the cheque instead. 
Leave to appeal to the House. of Lords was given, the Court. 
^certifying that a point of law of general public importance y was. 

~ involved in the following terms: — . 

‘Whether the. dishonest offering ofa ' worthilèss“ cheque pur- ` 
-porting to satisfy a. debt for which the drawer is then liable, 
there being no deception made to the creditor other‘ than the . 
implied representation that the cheque is a good and valid order: 
and which thereby induces the creditor to believe that he has - 
been paid, constitutes an offence of obtaining a pecuniary ad- ` 
“vantage by deceptiori, in that a debt for which the drawer, is’. 
then liable is evaded within section 16.’ | 


AR D,: Turner dee NLJ 494; The Times, March goth). 
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_ Redundancy and Unfair Dismissal. 


HERE an industrial. tribunal is not satisfied, for e pu£-. 


pose of a redundancy payment, as to the true reason for 
. dismissal of an'employee, the dismissal will be presumed to-have 


_been for redundancy by virtue of section 9 (2) (6) of the Redund- , 


-ancy Payments Act, which provides (so far as presently material) 
: that “an employee who has'been dismissed by his employer shall,, 


.. ¡unless the contrary is proved, be presumed to have: been so dis- ^: 
| Insolvency: Fraudulent Conveyance. 


-- missed by reason of redundancy’, - s 


¿A reserved judgment of the National Industríal Relations 


- Court indicates that, in such circumstances, the employer will 
. also have failed to dischaige | the onus laid upon him by section 


-24 (1) of the-Industrial Relations Act 1971 of showing that the" 


 -employee- was .not- unfairly dismissed: -Even wheré the ém- 
ployer succeeds in showing that the dismissal was. for::re-' 


- = dundancy, the triburial. may find that the dismissal was. not . 
| justified in all the circumstances, under section 24 (6) of the 1971 . 
Act, Thus a redundancy payment and compensation for unfair : 


‘dismissal may. both be awarded. . 
7 R, a shoe shop manageress, was summarily dismissed by her 


employers, Lu claimed both a. redundancy payment and 
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compensation: "The uc duedd. © that R had left: 0%: 


of her own accord and was-not dismissed; (ii) that, if she had 
been dismissed, it was for industrial misconduct Or inefficiency; 


-and (iii) that- she was not redundant. The industrial tribunal . 


and, on- appeal, the RE decided all these points against the 
employers.” ` 
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The fact that an ME is redundant, the Court decided, ` T 


. is a. reason which could prevent a finding of unfair dismissal, . ' 
but would not necessarily do so. The presumption of dismissal E 


for redundancy in relation to a redundancy payment claim had 
no application to a claim for compensation. for unfair dismissal; 


` thus, where (as in the present case) evidence of the true reason >.” * 


; for dismissal was unsatisfactory and the tribunal was -con- 


'sequently left in doubt, it was quite possible for an employee on 


to be awarded both a redundancy payment-and compensation. 


If this led, through the ‘Redundancy. Fund, to the payment 22 


of rebates to employers who dismissed their employees unfairly, 
the remedy must lie within the powers of the Secretary of State 


for Employment to make ‘regulations under section 150 (2). of Pe? 
-cheque i in purported settlement ofa ‘debt constitutes an offence- -the 1971 Act. 


Midland Foot Comfort Centre. Ltd « v. Richmond (lx 9731, 2 All. ^ 
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Will: ‘Personal Chattels' 


PERSONAL chattels ate defined i in section’ 55 (1) (x) of A 
Administration of Estates Act 1925, in addition to a number . „+ 
of specific. items, as: “articles of household or personal ue. or. 7 


ornament’.-These words, the Chancery Division has decided, 
are not apt to describe a collection of clocks i in which the testator 
took little active interest. —.- = 


-T made a will-by which he: ‘bequeathed t to kis sister ‘all my. 
sae nal chattels as defined in the Administration of Estates | 
; Act 1925'. The gross value of his estate for probate was some "^ 
| £83,000, arid included a collection of clocks valued at £ 51,000: 
which T had himself inherited from a previous testator. During: 


his lifetime, T had kept this collection together, but added very ...- À 


little to it, doing only necessary work of repair and maintenance: 


The clocks: were, not kept i in continuous working. order, but were ' 


locked away. 


"This collection, as the me found, could not: be sad to. ES 


for T's personal use or hobby; he had inherited somebody else's 


_ collection, and played no part other than keeping it together . ` 
and dealing on occasion with any necessary repairs. The clocks . -: 


were not articles of personal. use ‘within the terms ‘of section | E 


55 (1) (x) Further, it was improbable, having regard to the - 
value of the clock collection in relation to the total estate, that . 


T would have intended. it to: pass as part ofa general. gift of A 


chattels, without specific reference. ^ l 
- In the circumstances, thè clock A fell into and formed i 


part of the residuary estate. - 
. Re mp Will Trusts. TEM 2 Al ER 142), 
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ONVEYANCE. of a: property ‘with intent to” ETT e 


creditórs”; as the teri is used in section 172 (1) of the Law 
of Property. Act 1925, is not confined.to cases of actual deceit or 
dishonesty, but carries the meaning of depriving creditors of 


‘timely recourse to property which would otherwise be applicable ` 


for their benefit. A transferée seeking to rely on such a convey- 
ánce within section 172 (3) must show that the property was 
conveyed to him for, valuable considération and in good faith, 


.' and without notice (including constructive nonce) of the trans- *_. 


feror’s intent to defraud creditors. 


M owned- a house, together with some two: and a half acres of: i 


a S 


- 
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_ on May 8th, 1969, and he was adjudicated bankrupt on August’ 
- th, 1969; he had been a as the Court found, from 1966 | 
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land luck heand his wife used Ps de busiriess ofa daa 


d nursery. In 1964 he had guaranteed to a bank the indebtedness 


of a company known as M Industries. Ltd, and in 1966 he- 


^ charged the house and land to thé bank to secure his liabilities, 
including that-under the guarantee. The company failed, and in 


September 1967 the bank commenced proceedings. against M 


for approximately £18,500 due under his pS PALOME: 
possession of the property. ` i 


In July 1968 the bank obtained o against M E a 
further £1,300 personal liabilities in addition to the amount due 
under the guarantee., A receiving order was made against M- 


onwards. 
- «On March x 1th, 1968, M, acting on legal advice, purported to 


grant a lease of the property to his wife for a term of 20 years 


.- » from March 1st, 1968, at ‘the best rent that can reasonably be 
,, < Obtained at the date hereof’, to be fixed by a person appointed by 


the President for the time being of the Royal Institution of 
Chartered Surveyors. Such an appointment was made and a 
rent determined, and Mrs M in fact tendered to M's trustee in 


.. bankruptcy the rent due in January 1970; In evidence, M ad- 


mitted that his purpose in executing the lease was to enable him, ~ 


e his wife and: children to continue to live in the house; But 
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'- adding another dimension to the views heard in Council. 
The £50 entrance fee is a typical example where the views.of ^ 
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Council Elections 


- SIR, - Wilfred? (May 31st issue) is wrong; it is not vid the: 
‘creation of a generation gap, but with its elimination that I am 
concerned..I am sure that many senior members of the Institute | 


would like to see its junior members more involved in its : 


activities, and that must mean some representation in the 
^ Institute structure. Since the median age of members is probably 
‘around 33 aad the youngest Council. member up to now was 
37 on election, it is evident that the younger members have had - 
no representation. I venture to suggest that the very fact of 
: Mr Melville's election proves my thoughts are shared. — .  - 

- I accept that Council members should represent the Institute 
"as a whole, but just as one welcomes members in industry for 
-their closer knowledge of the needs and wishes of members in 
industry, so a younger member should also be welcomed as 


younger rnembers should be heard. .Nor'is the Icknield 
E cc case relevant. In what way is membership of the , 
. Council.a “specialized”. position? The Institute has as its two 
main roles, the e of the profession and the repre- 
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prejudice the former — Pitt was Prime Minister at 24. 


Serious Roscrvatiomé o on ED8 ] 


Sir, - It is very heartening to some of us lesser.brethren in the 


. 
Fo 


June Tth, 197: 


, denied that he had E that the grant of the e woule 


reduce the value of the property; he-had considered his wif 


rather than the bank. 


In the Chancery Division, Pennycuick, V-C, declared that thi 
lease was void and of no effect.in law; he further made an orde: 
for delivery of possession of the property to the bank, ant 
directed an inquiry as to mesne profits. M's undoubted intentio: 
in granting the lease, after commencement of the bank's actio: 
for possession, was to exclude the bank from possession it 
favour of his wife'and family, including himself, and the pro 
vision “or a rack rent was not sufficient to convert this into am 


-different intention. He had intended to defraud the bank withii 


the meaning of section 172 (1). - «` 
Mrs M had also known, as she admitted i in evidence, that thi 


‘purpose of the lease was that she should continue to live ther 


with ker family, and this was tantamount to notice of M? 
intent to defraud the bank. She^could not, therefore, rely o: 
sectior. 172 (3). More, the transaction was oné which ‘called ou 
for inquiry’ on her part, and whose circumstances, were withir 
such -nquiries as might reasonably have been made unde 
section 199 (1) (ii) (a) of the Law of Property Act 1925; thu: 
Mrs M would in any event have had constructive notice of he: 
husbaad's intent. 


Llosds Bank Ltd v. Marcas and Others ( [ 973]2 Ali ER 3 59) 
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sentation of its members. Seniority is in no way a prerequisite 


for fulfilling the latter and a few junior members will noi 


* Yours faithfully, 


DAVID W. H STEEDS 
| . Secretary 
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THE ASSOCIATION OF CHARTERED ACCOUNTANT , 
STUDENTS’ SOCIETIES 
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['Wil:red' comments: `` ES ^ dc dag 
"Mr Steeds has changed his ground: uie mete age is not the 


‘same as a majority by age. William Pitt did not become Prime 
. Minister under a policy of universal suffrage — and in the day: 


when one could become Premier at 24, one could also be hanged 
at 141] © 
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accountancy profession to read Sir Charles Hardie's published 
stricrures on inflation accounting in your issue-of May 24th. 
It would be well if, when the final version of EDS is produced 


' it began with these words of Sir Charles: 'It i is quite useless in 


prac:ical terms for businéssmen and investors.’ ^" .. 
The fact is that inflation affects us all, and while it may be 
interesting to-those businesses which can afford the time to make 


‘the calculations for inflation accounting, it,serves no useful 


puros unless we can all adopt CPP fs. 

Tae Council of the Institute should now turn its attention tc 
dise overing a cure for inflation.— and I would suggest that, il 
they commenced with an examination of government accounting 
principles, the cause of inflation would be unearthed "Very 
quickly indeed.” E 

5y durs faithfully, 


Northwood, Middlesex... DA, TRIGWÉLL 


une 7th 1973 
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BRIAN BANKS LEAVES THE 
INSTITUTE 


UNDER-SECRETARY Brian Banks, B.SC., 
left The Institute of Chartered Account- 
ants in England and Wales at the end of 
last week. He joined the Secretariat in 
1970 as Graduate Appointments Officer, 
whose duties included visiting univer- 
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sities and polytechnics offering guidance 
to prospective articled clerks. 


Promotion in 1971 to Secretary of the 
Articled Clerks and the Students Liaison 
Committees brought him into contact 
with UK members and students through- 
out the country. Much of his time 
was spent in offering advice to both 
parties in such delicate areas as transfers, 
termination of articles and remuneration. 


He addressed many meetings on career 
opportunities and the Institute's entrance 
requirements, and spoke at numerous 
student society functions. Other recruit- 
ment activities provided an opportunity 
for exercising his organizing abilities. 
Besides one-day courses such as those 
run recently for careers advisers and 
for the Public Schools Appointments 
Bureau, accountancy also featured promi- 
nently in the annual “How the City Works’ 
courses, presented by London University 
and the professions. 


Another enterprise to which he lent 
his enthusiasm was the series of 'How-to- 
Train’ forums which formed an integral 
part of the Articled Clerks Committee's 
training commitment. There he pioneered 
and within a short space of time collected 
a team of experts both from within and 
outside the profession. Feed-back from 
the forums showed that not only were the 
programmes well received, but partici- 


pants were keen for their partners and 
staff to attend such courses. 

Offering help to the smaller practices 
in training their students is, he strongly 
believes, an essential service which 
should continue to be provided by the 
Institute. 

Before joining the Institute staff, 
Brian Banks — a graduate of London 
University — worked in a research 
laboratory and then taught in a 'crammer' 
college where eventually be became the 
senior tutor. He is a man of many interests 
which include playing cricket and collect- 
ing cricketana, photography, music, litera- 
ture, antiques, joinery and geology. 
Latterly he devoted much time to 
activities in the Territorial Army where 
he commanded a unit in the Parachute 
Brigade and spent many rewarding hours 
both full-bore and small-bore shooting. 

Now, halfway through the examina- 
tions of 'The Institute of Personnel 
Management, he intends covering a 
rigorous reading programme before re- 
suming employment in the training or 
personnel fields. 


Before their departure last Thursday at the end of their two-week exchange visit to the UK 
('Roundabout', May 24th), the two American accounting students from Hartford University, 
Connecticut, visited the offices of London CASS. In the picture, Richard Vinson, B.A., Chairman 
of the Society, /eft, talks to Christopher P. Griffith, Peter Pennington Legh, Immediate Past 
President, ACASS, and Thomas M. Yakuowski. 

During their second week, Chris Griffith and Tom Yakuowski had a meeting at Chartered 
Accountants' Hall with Mr Kenneth Wright, M.A., F.C.A., Deputy President of the Institute, 
and their other engagements included a visit to Bradenham Manor, the training establishment of 
Thornton Baker, and to the offices of the London School of Accountancy. On the final day of 
their visit they were guests at a farewell luncheon party given by 7he Accountant at Simpsons- 


in-the-Strand. 
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LIVERPOOL LECTURE 


As already announced in ‘Roundabout’, 
the next lecture meeting for members of 
the Liverpool Chartered Accountant 
Students’ Association will be held on 
June 13th, when the subject will be 
‘Process costing and cash flow’. The 
meeting, for which there will be no 
charge, will take place at the Liverpool 
Polytechnic, commencing at 6 p.m. 

The Society’s committee is concerned 
over the fact that members are not taking 
full advantage of the ‘excellent facilities’ 
provided by the Polytechnic (reported 
in ‘Roundabout’, May 3rd). Members 
and principals are requested to give full 
support to the committee’s objective of 
‘the advancement of the education of its 
members’. 


LONDON’S NINETIETH AGM 


IN last week's issue we gave details of 
the report of Richard Vinson, B.A., 
Chairman of 'The Chartered Accountant 
Students” Society of London, which he 
presented to members at the Society's 
ninetieth annual meeting last Tuesday 
evening as this issue went to press. 

At the time of writing the meeting had 
every promise of being a lively one. Two 
of the resolutions on the agenda were 
expected to give rise to much debate. 
'The first of these concerned student 
representation at all levels of the In- 
stitute's structure. This resolution stated 
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~ ‘that representatives should be appointed 


by the students and should be instructed 
by and answerable to those whom they 
represent'. It also called for a campaign 


for a reform of disciplinary procedures to. 


ensure that punishable offences. were 
publicized. 
The other emotive resolution referred 


to the serious complications (discussed in 


an article in ‘Roundabout’ of May roth) 
which have arisen with the London and 
District Society over the implementation 
of the new rules adopted in December. 
The resolution asked the meeting to 
approve the submission of the rules direct 
to the Institute rather than continue 
negotiations with the LDS and in the 
event of any breakdown in negotiations 
for their adoption, the resolution ex- 
pressly called for ‘a major campaign’ to 
ensure their adoption. 

Mr G. R. Appleyard, F.c.a., the 
President of the Society for a number of 
years, did not seek re-election and is 
succeeded by Mr L. Dudley Morse, 


_ F.C.A, ('Roundabout', April 26th). 


A full report of the meeting will 
appear in next week's issue. ] 


ONE-DAY COURSE IN 
MANCHESTER 


MEMBERS of the Manchester CASS are 
reminded that the Society is holding a 
one-day course on the Institute's recom- 
mendations with regard to stock and work 
in progress on June 13th, commencing 
at 9.30 a.m. at Pall Mall House, 20 
Church Street, Manchester. 'The course 
will be conducted by lecturers from the 
London School of Accountancy. xr 

The fee is £2+50, which includes lunch 
and light refreshments, and applications 
should be sent, together with the fee, 
to Chartered Accountants’ Hall, 46 
Fountain. Street, Manchester M2 2AD, 
or to Hugh Medley, 8 Devonshire Park 
Road, Davenport, Stockport, Cheshire 
SK2 6JW. . 


SHEFFIELD'S 
SUMMER COURSE 


THE THIRD non-residential summer 
course organized by the Sheffield CASS is 
to be held at Sheffield University (Arts 
Tower Lecture Theatres 1 and 2) from 
9.15 a.m. Thursday, July 12th, to mid-day 
Saturday, July 14th, for Final Part I and 
II students. iA 
Lecturers from Donald Rich & Co wil 
provide: intensive tuition as well as 


comprehensive notes and illustrations: 


The programme will consist of four 


lectures per day and two on Saturday 


morning. Lectures will finish at 4.30 p.m. 
each day and will be followed by directed 
studies. 

The proposed programme will be as 
follows: Final Part I — estate duty, 


: Retirement of Mr Derek du Pre 


Mf Derek du Pré, who has been 
car of The Chartered Accountant 
Hents’ Society of London €ót the past 





executorship, taxation and law and 
accounts, For Final Part II — capital 
gains tax, the imputation system of 
corporation tax, and management ac- 
counting and consolidated accounts. 

The cost of the course will be £3-30 
inclusive of lunches. This modest charge, 
Which is cheaper than last year, is 
only achieved by reason of a substantial 
grant from the Society's Joint Tuition 
Committee. | 

Members are requested to discuss this 
course with their principals and thereafter 
to apply for a place on the course as soon 
as possible to Mr Noble M. Hanlon, 
Secretary, Joint "Tuition Committee, 
Sheffeld and District Society of Char- 
tered Accountants, 22 Norfolk Row, 
Sheffield S1 2PA. 


LIVERPOOL STUDENTS' 
TREASURE HUNT 


THE annual treasure hunt of the Liver- 
pool Chartered Accountant Students' 
Association, organized by the ingenious 
Mike Jennings, was held on a recent 
Sunday afternoon when 12' cars lined up 
on: the starting blocks for this gruelling 
test of nerves, intelligence and driving 
ability. — 

On a day when most people would have 
been sunbathing and having chilled 
drinks, competitors were streaming up 
and down the shimmering by-roads of 
North Wales, searching for seemingly 
non-existent answers to unbelievable 
clues. | 

. With time running out and clues still 
unsolved, exhausted students made their 
way to the refreshing surroundings of 
the Fisheries Club for the long-awaited 
drink and meal. 

John Mounsey finished first, but on 


nine years, is retiring on June 14th 
('Roundabout', May 24th). The Society 
is organizing a Testimonial Fund from. 
members and from all those who have 
been associated with him during his 
36 years of association with the pro- 
fession. 

Derek du Pré was Editor of The 
Accountant from 1947 to 1956 and, 
before joining the London Students’ 
Society as Secretary in r964, he was 
Secretary of The Institute of Cost and 
Works Accountants. 

Donations should be sent to: Tony 
Robb Whitaker, Administration Director, 
at 43 London Wall, London EC2M 5TB. 
The names of contributors will be noted, 
but not the amounts contributed. 


points was placed only seventh. The over- 
all results were as follows: 


FIRST 
Driver D. Luton 
Navigator P. Riley 
SECOND 
Driver M. A. Seaman 
Navigator J. Pearson 
THIRD 
Driver .. Miss L. Johnson 
Navigator .. <A. G. Morris 


The event was so well enjoyed that 
another is to be held before the end of 
the year in Lancashire. 


SPORTS FIXTURES 


ON June 2oth, the Liverpool Chartered 
Accountant Students’ Association are 
playing the senior society at cricket and 
tennis. It is hoped to play a 20 overs 
cricket match and have two doubles 
matches at tennis. 

Both events will take place at the 
Oxton Cricket Club commencing at 
5 p.m., with what doubtless will prove to 
be a welcome buffet and bar to complete 
the evening's meeting. 

Members of the Sheffield CASS are due 
to compete against Liverpool at cricket, 
tennis, squash and golf on June 27th. 
The venue will be the Hightown Club 
starting at 2 p.m. Last year, Liverpool 
drew at squash and won both the cricket 
and tennis matches — Sheffield will. 
doubtless be out for revenge! 

Those members of the Liverpool 
Society wishing to take part in the 
above events should contact immediately 
Christopher Scott at the Library, 5 
Fenwick Street, Liverpool 2 oNZ, or 
telephone 051-227 3671. 
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The Institute of Chartered 
Accountants of Scotland 


1973 Spring Diet of Examination 


PART IV 


M the 374 candidates who sat Part IV (whether transitional or otherwise) of the Institute's examination 
n April sth, 6th, 7th and 8th, 189 candidates (50:5 per cent) passed and 13 candidates (3:5 per cent) were 
eferred in one paper. The names of the 189 successful candidates appear below in alphabetical order and 
re followed by the names of the firms of the masters to whom they are indentured or assigned. 


linslie, S. A., B.A. (John M. Geoghegan & Co, 
Edinburgh) 

\insworth, A. D. G. (Finnie, Ross, Welch & Co, 
Glasgow) 

\lexander, R., B.A. (Arthur Young McClelland 
Moores & Co, Glasgow) 

\llan, J. R., M.A. (John M. Geoghegan & Co, 
Edinburgh) 

Yan, W. D., B.com. (Thomson McLintock & Co, 
Glasgow) 

Anderson, A. B. (Miss) (Stevenson & Kyles, 
Glasgow) 

Anderson, A. (Taylor & Ireland, Glasgow) 

Andrew, J. W. S. (Smith & Williamson, Glasgow) 

Arthur, J. M. C., B.sc. (Scott, Peden & Co, 
Edinburgh) 


Jaird, B. A. (Davidson & Workman, Glasgow) 

Jaird, G. MacK.,LL.B. (Arthur Young McClelland 
Moores & Co, Dundee) 

Baxter, J. G., B.acc. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Baxter, J. R., B.sc. (Whinney Murray & Co, 
Glasgow) 

Beacham, B. H., B.A. (Thomson McLintock & Co, 
London) 

Begg, D. M. (Kidston Jackson McBain, Glasgow) 

Belfourd, M. T. F., B.A. (Chiene & Tait, Edin- 


burgh) 

Bell, R. (William Duncan & Co, Glasgow) 

Bicker, J. M. (Watson & Galbraith, Glasgow) 

Bickerton, R. D. McS., B.A. (Thomson McLintock 
& Co, Glasgow) 

Black, A. D., LL.B. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Blaikie, J. M., M.A. (Graham, Smart & Annan, 
Edinburgh) 

Borthwick, A. C. (J. & R. Morison & Co, Perth) 

Breckenridge, J. M., B.A. (Downie, Wilson & Co, 
Glasgow) 

Brodie, I. D. (Wyllie Guild & McIntyre, Glasgow) 

Brown, I. M., B.A. (Whinney Murray € Co, 
Glasgow) 

Bullions, F. E. (Mrs) (Dickson, Middleton & Co, 
Stirling) 

Burton, C. S. (McLachlan & Brown, Glasgow) 


Cameron, E. M. (Miss) (Jas Henry Reid & Son, 
Aberdeen) 

Carduff, A. M. (Taylor, Lauder Y Gemmill, 
Glasgow) 

Carruthers, C. (John J. Welch & Co, Kelso) 

Chalmers, C. S. (French & Cowan, Glasgow) 

Chung For Yuen, K. F. (James Condie & Co, 
Edinburgh) ; 

Clark, C. J., B.A. (Coopers & Lybrand, Glasgow) 

Clark, D., B.sc. (Meston & Co, Aberdeen) 

Cockburn, J. R., B.A. (Peat, Marwick, Mitchell & 
Co, Glasgow) 

Cox, E. D. (Thomson McLintock & Co, London) 

Crawford, J., M.a. (Kidston Jackson McBain, 
Glasgow) 

Crawford, J. M. B., B.A. (Thomson McLintock € 
Co, Glasgow) 

Crawford, M. L. (Mrs) (Dickson, Middleton & Co, 
Stirling) 

Cribbes, A. F. (Wm Home Cook & Co, Edinburgh) 

Cuthbert, J. M., B.a. (Mann Judd Gordon & Co, 
Glasgow) 


Davidson, A. B., M.A. (Graham, Smart Y Annan, 
Edinburgh) à 

Davidson, D. M., B.A. (Roderick MacLean & Co, 
Inverness) 


Davidson, J. (William Duncan & Co, Ayr) 

Devoy, D. O., B.acc. (Peat, Marwick, Mitchell & 
Co, Glasgow) 

Dickson, A. (Scott-Moncrieff Thomson € Shiells, 
Edinburgh) 

Dishington, W. J., M.A. (Robertson & Maxtone 
Graham, Edinburgh) 

Docherty, W. (Arthur Young McClelland Moores 
& Co, Glasgow) 

Dougal, A. J. H., B.Acc. (Arthur Young McClelland 
Moores & Co, Glasgow) PN 

Drewell, P. C. (Reid & Mair, Glasgow) . 

Duncan, A. R. (Bower & Smith, Aberdeen) 


Dunne, T. D., LL.B. (Kerr, MacLeod & Co, 


Glasgow) ` ELS SRM 
Dye, I. R., B.sc.VüfBuche Ross & Co, Edinburgh) 


Fairbairn, D. McK2/ti.n. (Grahams, Rintoul & 
Co, Glasgow) y Ea 
(Miss) (McLachlan & Brown, 


Farrell, J. G. 
Glasgow) 

Ferguson, R. S., B.sc. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Finlay, R. P., 8:4. (Peat, Marwick, Mitchell & Co, 
Glasgow) ^" | Xs 

Finlayson, R. W., LL.B., B.COM. (Touche Ross & Co, 
Glasgow) r 

Fisher, A. T., B.A. (Miss) (Whinney Murray & Co, 
Glasgow) 

Foote, R. MacE., LL.B. (Davidson Smith, Wighton 
& Crawford, Edinburgh) 


Gilliver, P. A. D., B.A. (Arthur Young McClelland” 


Moores & Co, Glasgow) y 

Gilmour, N. W. O., m.a. (Peat, Marwick, Mitchell 
& Co, Glasgow) 

Good, G. (Williamson & Dunn, Aberdeen) 

Gordon, J. E. D., B.com. (Scott, Peden & Co, 
Edinburgh) 

Gray, D. McL. (Thomson McLintock € Co, 
Glasgow) 

Hall, S., B.A. (Coopers & Lybrand) Glasgow) 

Hamilton, J. (John M. Taylor & Co, Glasgow) 

Hansen, E. C. (Mrs) (Kerr, MacLeod & Co, 
Glasgow) 

Harcourt, S. S., B.sc. (Thomson McLintock & Co, 
London) 3 " 

Harris, M. R., B.A. (Kidston. Jackson McBain, 
Glasgow) A e ae 

Hume, R. J., B.Ac&. (Peat, Marwick, Mitchell & 
Co, Glasgow) ** +~ s 

Hunter, D. W. (Bird, Simpson & Co, Dundee) - 

Hyslop, A. G., B.acc. (Peat, Marwick, Mitchell & 
Co, Glasgow) 


Innes, J., B.coM. (Peat, Marwick, Mitchell & Co, 
Edinburgh) ^: 


Irvine, K. R., B.sc. (Arthur Young McClelland 


Moores & Co, Aberdeen) | 
Jack, D. H. (Kerr, MacLeod & Co, Glasgow) 
Jenkins, I. R. (Mackie & Clark, Glasgow) . 
Johnston, J. K., m.a. (Thomson McLintock & Co, 
Aberdeen) . n 
Kay, M. A., B.a. (Peat, Marwick, Mitchell & Co, 
Edinburgh) 
King, G. C., M.A. (Arthur Andersen & Co, 
Glasgow) 
Lapsley, I. MacL., B.coM. (Robertson & Maxtone 
Graham, Edinburgh) 
Young McClelland 


Lawson, J., B.A. (Arthur 
Moores & Co, Glasgow) 

Lawson, R. G., B.sc. (Peat, Marwick, Mitchell & 

Co, Glasgow) F 
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Le May, K. G. (Alexander Sloan & Co, Glasgow) 
Loh, Y. (Miss) (Scott, Peden & Co, Edinburgh) 


' Lorimer, J., B.A. (Miss) (Touche Ross & Co, 


Glasgow) 

Lovat, M. M., B.sc. (Thomson McLintock € Co, 
Glasgow) . " 

Lucherini, R. (Wylie & Bisset, Glasgow) ` 

Lynn, J., B.A. (Graham, Smart Y Annan, Edin- 
burgh) 


McAndie, D. V., B.A. (Oswalds, Edinburgh) 
McAulay, J. (Wardhaugh & McVean, Glasgow) 
McCall, J. W., B.A. (Touche Ross & Co, Glasgow) 
MeCrea, C. D. 
Glasgow) 
McCusker, I. C. (Fraser, Martin & Co, Glasgow) 
MeDaid, S. (Wylie & Bisset, Glasgow) 
Macdonald, A. C. S., LL.B. (Thornton Baker & Co, 
hore i 
McDonald, G. R. J. (Thomson McLintock & Co, 
London) 
Macdonald, R. S., B.A. (Whinney Murray & Co, 


Glasgow) 

McDougall, G. H. (Martin, Aitken & Anderson, 
Glasgow) 

McDougall, I. H., B.A. (Turner, Hutton Y Lawson, 
Glasgow) 

Macfarlane, C. (Bird, Simpson & Co, Dundee) 

McGhie, A. W. (Wyllie Guild & McIntyre, 
Glasgow) ; 

McGhie, J. B., B.sc. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

McGowan, R. M. (Finnie, Ross, Welch & Co, 
Glasgow) 

Macgregor, R. S., LL.B. (Coopers & Lybrand, 
Glasgow) 

McHattie, R. M. (Miss) (Arthur Young McClelland 
Moores & Co, Aberdeen) 

Maciver, R. A. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 

Mackay, C. C. (Fleming & Wilson, Glasgow) 

Mackay, D. J., B.sc. (Thomson McLintock & Co, 
Glasgow) 

McKean, W. J., B.acc. (Fraser, Lawson & Laing, 
Glasgow) 

Mackenzie, K. MacA., m.a. (Thomson McLintock 
& Co, Aberdeen) 

McLaren, J. L. (Alfred T. Scott & Co, Ayr) 

Macleod, K. M. (S. Easton Simmers & Co, 
Glasgow) 

McManus, K. (Brechin, Cole-Hamilton & Co, 

' Glasgow) 

McMullan, P. J. (Peacock & Henry, Glasgow) 

Marshall, J. (William Duncan & Co, Glasgow) 

Marshall, P. M., m.a. (Graham, Smart Y Annan, 
Edinburgh. 

Martin, C. (Gerber, Landa & Gee, Glasgow) 

Martin, J. K., LL.B. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Melville, G., m.a. (Wylie & Hutton, Edinburgh) 

Miller, D. J. (Bird, Simpson & Co, Dundee) 

Miller, I. K. (Moody Stuart & Robertson, Dundee) 

Mitchell, F., B.com. (Robertson &  Maxtone 
Graham, Edinburgh) 

Mitchell, I. D. (Henderson & Loggie, Dundee) 

Moir, A. G., LL.B. (Touche Ross Y Co, Edinburgh) 

Moug, G. B., B.acc. (Thomson McLintock & Co, 
Glasgow) 

Mowat, I. A. T. (Nelson, Gilmour, Scott & Co, 
Glasgow) 

Muir, D. H. (Arthur Young McClelland Moores & 
Co, Glasgow) 

Muir, W. J. (Finnie, Ross, Welch & Co, Glasgow) 

Mullen, A. (Miss) (Kerr, MacLeod & Co, Glasgow) 

Murray, J. K., B.com. (Price Waterhouse Y Co, 
Glasgow) ! 

Murray, W. W., B.a. (Harmood Banner & Co, 
Edinburgh) 


Nellies, A. G., B.Acc. (Coopers & Lybrand, 
Glasgow) 


O'Sullivan, K. (Arthur Young McClelland Moores 
& Co, Glasgow) 

Parker, A. G. (Miss) (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Parkhill, D. W., B.Acc. (Mann Judd Gordon & Co, 
Glasgow) 

Parsons, D. C. (Cram, Worsley, Robertson & 
'Taylor, Dundee) 

Paterson, B. G. (Arthur Young McClelland Moores 
& Co, Aberdeen) 

Paterson, R. McN., (Arthur 
McClelland Moores & Co, Glasgow) 

Pearson, A. L. F., LL.B. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Pearson, C. M. (Higgins, Stuart & Co, Glasgow) 

Peat, J., M.A. (D. A. Cuthbertson, Provan & Strong, 
Glasgow) 


LL.B. Young 
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OR Phillips, R. M., LL.B. (Peat, Marwick, Mitchell & Smith, D. G., B.com. (Arthur Andersen $ Co, Gibb, H. M.,B.a. (Touche Ross & Co, Glasgow) 
TEE Co, OW i i Glasgow) ; Gibb, J. R., LL.B. (Mann Judd Gordon & Co, 
E Prentice, I. M., LL.B. (Harmood Banner $ Co,’ Smith, P. J. G., B.A. (Kidston Jackson McBain, Glasgow) 
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E Edinburgh) Glasgow) Gibb, J. A. B. (Arthur Young McClelland Moores 
_ Proudfoot, I. H., B.COM. (Whinney Murray & Co, Smith, R. W. (Graham, Smart & Annan, Edin- & Co, Tc eias s , 

Edinburgh) | bm), SAI M. Y A nape E D. Me Ree dur Saari & Oo, dote da 

: 1 i omerville, W. I. M. thur Young McClellan ilmour, W., B.A. (Coopers rand, Glasgow 

Raeburn, P. W. (Wylie & Bisset, Glasgow) . Moores & Co, Glasgow) Gottlieb, R. A. (Craston honken & Allison) 
RB. A. J., B.sc. (Graham, Smart & Annan, . Stewart, I. N. D. (Fleming & Wils Glasgow) Glasgow) | 
Edinburgh) : . »Stobie, D. B., B.Acc. (Dickson, Middleton € Co, Grant, C. A. (Thomson McLintock & Co, Glasgow 

Reid, J. P. M. (Alexander McOmish, Hart & Co, Stirling) aem Gray, A. W. (Scott, Peden & Co, Edinburgh 
Glasgow) : ~- Strain, R. (Gerber, Landa & Gee, Glasgow) Gray, R. (Geddes, Beaton & Co, Edinburgh) - | 

Rice, G. (Mackie & Clark, Glasgow) Stuart, A. L., m.a. (Meston & Co, Aberdeen) Guild, A. A. (Arthur Young McClelland Moores 


Richmond, A. M. (Arthur Young McClelland 
_Moores & Co, Glasgow) 


Taylor, A. S. (Mackie & Clark, Glasgow) & Co, Dundee) 
Risk, J. M. S., B.sc. (Thomson McLintock & Co, Taylor, R. F., B.A. (Arthur Young} 






Roddick, R. D. (Watson & Galbraith, Greenock) Towers, A. C., B.acc. (Thomson McLintock & Co, Harris, L. (Wyllie Guild & McIntyre, Glasgow) 
Ross, I. (Peat, Marwick, Mitchell & Co, Glasgow) Turberville, P. G., m.a. (Meston & Co, Aberdeen) Moores & Co, Glasgow) 


Scott, J. D., B.A. (Whinney Murray & Co, Edin- | Weetman, P., B.A. (Miss) (Thornton Baker & Co, Hepner, H. S., B.a. (Arthur Young McClelland 


burgh) Edinburgh) ; 
Sheddan, J. G., p.a. (Thomson McLintock & Co, White, J. C. (Nelson, Gilmour, Scott & Co, m A. rai b) 


Sinclair, A. C. (Kidston Jackson McBain, Glasgow) Wright, J . x M.A. (Peat, Marwick, Mitchell & Co, Co, Aberdeen) 
Smith, C. A. (Miss) (Thornton Baker & Co, Ure 


Glasgow) 


April 3rd, 4th, sth and 6th, 179 candidates (38:6 per cent) passed and 23 candidates per cent) were Moores & Co, Glasgow) 
referred in one paper. The names of the 179 successful candidates appear below in alphabetical order and 


are followed by the names of the firms of the masters to whom they were indentured or assigned. Bue hme j A. (McLay, McAlister & McGibbon, 
asgow 


! ` Kinloch, I. S. (Grahams, Rintoul & Co, Glasgow) 
Alcorn, L. C., B.A. (Miss) (Peat, Marwick, Christie, D. G., m.4. (William Duncan & Co, Kinloch, J. L. S. (D. M. McNaught & Co, 





Allan, W. T e ra de Meakies, ia SE Esc Okur Youdy Malak M doa 
an, W. T. (Anderson & Menzies, y ark, J., B.sc. (Arthur Young "lelland Moores . ; 
Anderson, D. F. (Moody Stuart & Robertson, ^ & Co, Dundee) Lame WOOD. Be aren. 
Dundee) Clark, R. M. W. (Clunie & Scott, Edinburgh) Glasgow) ^K, EE E ¿ 


d EE. Anderson, D. G., B.a. (Touche Ross & Co, Cochrane, I. S. (John M. Geeghegan & Co, Legget, R. W. L. (Thornton Baker & Co, Edin- 


B Porro i (Brech Cole-Hamil & C E on ja (Touche Ross & Co, Gl ) urgh) - r3 
DE. anderson, I. rechin, Cole-Hamilton O, ooper, A.S. (Touche Ross o, Glasgow . y : 
AS erson, S. M. rahams, Rinto O, gow : : 

D Glasgow) Craig, M. M., LL.B. (Peat, Marwick, Mitchell & jio ene S. B.A. (Whinney Murray & Co, 

2 3 Armstrong, G. A. MacK. (Scott, Peden & Co, Co, Glasgow) Lind, A. T. (Graham, Smart & Annan, Edinburgh) 

E Edinburgh) : y Crawford, J. a A M.A. (Coopers & Lybrand, Lindsay L J. (Thomson McLintock & Co. 

= Austin, W., m.a. (Hardie, Caldwell Ker & Hardie, Glasgow) i l Aberdeen) : 

> a E > Glasgow) Craythorne, TG: (Robertson, Carphin & Co, Lyon, R. A.M (Arthur Young McClelland 

T. Bain, J. D. (Macharg & Son, Glasgow) Edinburgh) Moores & Co, Dundee) 


DEET Barnes, I. A., LL.B. (Clunie & Scott, Edinburgh) Crowe, w, P., vx (Feat, Matiick, Mitchell & McDougall, A. B., B.SC. (Chiene & Tait, Edin- — 


« 
— . . Barnes, P. M. (Miss) (Fleming & Wilson, Glasgow) Co, Edinburgh) 


Baxter, E. J. F. D., B.com. (Miss) (Wylie & Hutton, Dick, W. A., m.a. (Coopers & Lybrand, Glasgow) eri EA RÍAS (Kidston Tail E 


d E la Edinburgh) Donnan, D. S., m4. (Thornton Baker & Co, 


Hall, MS B.A. (Graham, Smart & Annan, Edin- 
ur 


London) Moores & Co, Dundee) PM burg 
Risk, M. S., B.a. (Thomson McLintock $ Co Thomas, A. M., B.sc. (Harmood Bal er & Co,  Halliday, A. J. (Barstow & Millar, Edinburgh) | 
- London) y Edinburgh) Hammett, M. P. F., B.A. (Graham, Smart &- 
Robertson, B. T. (Wylie & Bisset, Glasgow) Thomson, S. G. (Coopers & Lybrand, Glasgow) Annan, Edinburgh) 


Glasgow) Hay, G. M., LL.B. (Arthur Young McClelland 


E J. R. R. (Alexander Sloan & Co, Walker J. A. F. (Thomson MeLintock & Co, iore J., M.A. (Arthur Andersen & Co, | 
asgow l : | 
Scott, G. J. (Graham, Smart & Annan, Edinburgh) Watt, O. M. (William J. Young & Brown, Glasgow) He PAS D. (Miller, McIntyre & Gellatly, 


Glasgow) Glasgow ouche Ross & Co, ratita j 
ey Sp B. Ms B.ACC. (Mann Judd Gordon & Warhead, S T., M.A. (Graham, Smart & Annan, Hecke y T nune Ne eee 
o, Glasgow Edinburg , Clas dw) . , p^ 
ea, N. W., m.a. (Scott-Moncrieff, Thomson & Wilson, R. G., m.a. (Thomson McLintock & Co, £ ine 
Shiells, Edinburgh) Glasgow) Henn Tie bun" M.A. (John M. Geoghegan & — 
Sked, J. B. (Mrs) (Bower & Smith, Aberdeen) Wilson, R. C. (Wm Lockhart & Co, Glasgow) Hutcheson, W. R., LL.B. (Thomson McLintock & 


Ec Edinburgh Wright, T. W. A. (S. Easton Simmers & Co,  ]eck,]. G., M.A. (Coopers & Lybrand, Glasgow) 
^ Smith, D. A. (Thomson McLintock & Co, Glasgow) | Jy ar. dar (Hardie, McFarlane, Jackson & 
_ Aberdeen) Young, G. H. (Watson & d Glasgow) Ja ekson, S. Ro B.A. (Thomson McLintock & Co, 
3 inburg 
Johnston, A. A., B.A. (French & Cowan, Glasgow) 
P A RT V Johnston, C. (Kidston Jackson & Co, Glasgow) 
Johnston, R. A. W., B.A. (Coopers & Lybrand, | 


fr “ty Of the 464 candidates who sat Part V (whether transitional or otherwise) of the Institute's examination on Jones, D. G., B.sc. (Arthur Young McClelland 


T Baxter, R. J., msc. (Arthur Young McClelland Edinburgh) Glasgow) 

~ Moores & Co, Dundee) Dougan, C. I. (Taylor & Irelan Glasgow) M Alek i Se Or ple rita: Jal 

o Pd. S. S., LL.B. (Thomson McLintock & Co, inns Eu (Robertson &"Maxtone Graham, MoMdac- C. À. (Goaper & e ce d 

peus gow Edinburg A . »3 -A. 3 
Bax . . : Glasgow) 

— .. Bexon, R. G. (Henderson & Loggie, St Andrews) Doull, D. J. (Pannell Fitzpatrick & Co, Glasgow) g ^ | 
EM Boe (Whingey or & Go, Edinburgh). , PoWnie x MacK. (Mann Judd Gordon & Co, pr ped » A. (McLay, McAlister & McGibbon, 
~ Brighton, A. W. (Arthur Young McClellan asgow ^ 

d Moores & Co, Dundee) Dunn, À. G. (Wylie & Bisset, Glasgow) rra a Si e i Young McClelland 
~ Brock, G. M. (Robertson & Maxtone Graham, Dunn, K.J. (Wyllie Guild & McIntyre, Glasgow) Opres o, BOW oF 
E Edinburgh) Elliot, J. J., M.A. (Scott, Peden & Co, Edinburgh) McKinlay, A. G., LL.B. (Mann Judd Gordon & Co, 

4 dé s “f i * » » 1 , . LET . * , , d 

^ Brotherston, R., n.sc. (Chiene & Tait, Edinburgh) Evans, D. J. (Watson & Galbraith, Glasgow) Molen”). A., B.A. (Peat, Marwick, Mitchell & 


M Brown, C. A. M. (Miss) (Downie, Wilson & Co, Evans, J. M., Bacc. (Peat, Matwide Mitchell & Co, Edinburgh) 


Em gow) | Co, Glasgow) McLullich, I. È., LL.B. (Thomson McLintock $ 
m Butler, G. H. (Gerber, Landa & Gee, Glasgow) Fairman, M. G. (Kerr, MacLeod & Co, Glasgow) Co, Glasgow) e 
-— . Cairns, I. W. (McLachlan & Brown, Glasgow) Ferguson, C. C., m.a. (Miss) (Scott-Moncrieff, ^ McNab, D. G., B.A. (Touche Ross & Co, Edin- 
- — Cameron, A. F., m.a. (Mann Judd Gordon & Co, Thomson & Shiells, Edinburgh) burgh) 

— — . Glasgow) Ferguson, D. (Thomson McLintock & Co, McNab, I. MacK.,B.Acc. (Kerr, MacLeod & Co, 
m PA - Cameron, D. A., B.a.(Touche Ross & Co, Glasgow) London) Glasgow) 
Cannon, J. J. (Chalmers, Impey & Co, Glasgow) Findlay, D. (Whinney Murray & Co, Edinburgh) McNair, A. C. (Turner, Hutton & Lawson, 
Carr, I. McD. (Henderson & Loggie, Dundee) - Fisher, G., B.A. (Kerr, MacLeod & Co, Glasgow) Glasgow) y 

— . Chan Tang Kwan, J. C. N. (Dickson, McFarlane Forbes, M. J., m.a. (Scott, Peden & Co, Edinbur h)  Maconachie, D. McL. (Johnstone, Logie & 
E & Robinson, Glasgow) Frame, R. C. C. (Mann, Judd Gordon & Co, Millar, Dundee) 

uo Chassels, J. D. S. (French & Cowan, Glasgow) Glasgow) . i : Macrae, J. G. (Robertson & Maxtone Graham, 
_ Christie, A. J. McP., B.A. (Arthur Andersen & Co, Fulton, J. T., M.A. (Davidson Smith, Wighton & Edinburgh) i 

E Glasgow) Crawford, Edinburgh) Mailer, L. W. (Moir, Wood & Co, Perth) 
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A NEW SERVIC 








FOR EUROPEAN 
COMPANY 





FORMATIONS 


C] Fast and simple through 
our Brussels Office. 


C] Standard translated 
documentation. 


C] Practical advice through 
local representatives. 
Tel: 01-253 3030 (20 lines) Telex: 261010 


Jordan & Sons Limited, 
Jordan House, 47, Brunswick Place, 
London Ni 6EE 


For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 


PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE £ CO (PUBLISHERS) LIMITED 
151 STRAND, LONDON WC2R 1JJ 








Jordans Y 





You could have these letters 
 afteryourname — 
with SOA guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way to 
the top is wide open. 

We're now offering you a home study course with an 
important benefit: a course with a guarantee backed by our 60 
years” experience of successful coaching for professional 
accountancy examinations. Many thousands have already 
passed their exams using School of Accountancy courses — over 
30,000 successes in Chartered Accountancy examinations in 
England, Scotland and Ireland including 219 first places, 188 
second places, 189 third places and over 300 other awards. 
Last year many of our students re-enrolled for further quali- 
fications after passing their examinations — and many more 
of our enrolments were entirely the result of recommendations 
from further SOA students. Once you've experienced success 


through SOA, you'll realise there's no reason why you can't 


go right to the top. | 

With the School of Accountancy you study in your own 
home, at your own time, at your own pace. All material is 
specially designed to develop individual potential. You are 
coached by tutors who are highly qualified experts in your 
field. You will be guided through the course and the model 
answers, step by step- and given vital advice on exam 
techniques. 

Find out about the School of Accountancy. Fill in this 
coupon and send it off today — your first step on the road to 
success. 


Your way to success starts here! 


CAL eso E EA Mgr DR c. 


Post this coupon today to: 
The School of Accountancy & Business Studies, | 
107a Regent House, Stewarts Road, London SW8 4UJ | 
Telephone: 01-622 9911 

or 107a Regent House, 341 Argyle St., Glasgow G2 8LW | 
Telephone: 041-221 2926 i 


Subject or Examination 


NAME 
ADDRESS 


| 

l 

| 

| 

| 

| 

| 
pat. a 
| 

| 

| 

| 

L 




















AGE 








| 
| 
| 
| 
| 
| 
| 
| 
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w Accredited by the Council for the Accreditation of Correspondence Colleges. mu 
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Every year many hundreds of accountants find the right job 


through this useful service. H e ! Dp vo ur c l ie n ts 


FREE LISTS OF VACANCIES ¿Jive a little love 


=4.7 
will be posted to you or you can call at our Information Centre h e re i t l S n e e d e d m 


and — without any form-filling — study the classified registers. 






Over 500 vacancies in the U.K. and overseas offer you the her's may have said unwanted" 16 
widest choice. Ring for relevant list! bu Children’s Society tries to see that 
the%5,000 children they'll look after this 


Public Practice: L. Kelleher, 01-628 4550 


More than 300 Professional firms utilize our services in year (many of them in one of their 75 
engagement of all grades of staff from Articled Clerks Homes) always feel loved and cared for. 
to Partners. Salaries: U.K. — up to £5,000; Overseas — up to Please ask your Clients to remember our 
£10,000, 


children in wills or with covenants. 


Commerce and Industry: R. Thornhill, 01-628 8860. 


Vacancies cover the whole range from Trainee to Financial WE GIVE A LITTLE LOVE WHERE IT'S NEEDED 


Director. Salaries: up to £7,000+. 
Childrens 538391 


RICHARD OWEN ASSOCIATES Pert 8, Kennington Rd., London SE11 4QD 


Box 23, 47 Finsbury Court EX. nos: i 
, j ' d 
Finsbury Pavement, London EC2A 1HT Britain's largest adoption organisation, homes, nurseries an 


special centres including schools for diabetic, maladjusted and 
physically handicapped children. Fostering, family casework, etc. 


Temporary Staff: M. Farrer, 01—628 0391. 
Terms are better than is usual for temporary assignments. 





Note: Week-ends and evenings answering service 01—628 8860 


OFFICE & ELECTRONIC MACHINES 


LIMITED 


Distributors for the United Kingdom of Adler typewriters, calculators, 
electronic accounting machines and other office machinery 





Results for year ended 31st December, 1972 


Turnover up 42% to £6,473,179 (1971— 157; increase) 
Net profit before tax up 47% to £$41,986 (1971-24% increase) 


Total dividend increased to 23-625% (22-57;) -the maximum 
permitted. 


The Chairman reports a continued upward trend in turnover and is confident 
that this trend will continue in 1973 


A copy of the full Report may be obtained on request from The 
Secretary, Office & Electronic Machines Limited, 
140-154 Borough High Street, London SE1 1LH 
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Edinburgh) 

Mather, J. S. (Welsh, Walker, Ritchie & Co, 
Greenock) 

Matthew, D. M. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) 

Miller, D. J., B.com. (Graham, Smart & Annan, 
Edinburgh) 

Miller, G. (Henderson & Co, Greenock) 

Miller, M. M. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 

Milloy, S. W., B.A. (Coopers & Lybrand, Glasgow) 

Morrison, H. E., LL.B. (Williamson & Dunn, 
Aberdeen) 

Morrison, W. S., LL.B. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Moss, J. T. McL. (Mann Judd Gordon & Co, 
Glasgow) 

Murphy, J. H. F., LL.B. (Robertson & Maxtone 
Graham, Edinburgh) 

Nicholson, I. P. (Scott, Peden & Co, Edinburgh) 


Odam, D. J., B.A. (Touche Ross & Co, Glasgow) 
Orme, A. L., LL.B. (Kidston Jackson McBain, 
: Glasgow) 
Patrick, D. M., m.a. (Graham, Smart & Annan, 
- Edinburgh) 
Pearson, &.:A., LL.B. (Graham, Smart & Annan, 
Edinburgh) 
Powrie, A. R., LL.B. (Graham, Smart & Annan, 
Edinburgh) 
Purvis, R. D., B.com. (Thomson McLintock & Co, 
Glasgow) 
Ridland, G. K. (Reid & Mair, Glasgow) 
Robertson, D. M. L., LL.B. (Thomson MeLintock 
& Co, London) 
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Robertson, W. (Miller, McIntyre & Gellatly, 
Perth) 
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Russell, DA., B.acc. (Hardie, 
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R. F., LL.B. 
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London) 
Stevenson, C. A., B.A. (Touche Ross & Co, 
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M., B.A. (Coopers & Lybrand, 


Stirrat, J. C. 
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Strickland, Q. H-Q. (Mrs) (Whitelaw, Wells & Co, 
Edinburgh) 

Taylor, C. S., B.com. (Graham, Smart & Annan, 
Edinburgh) 

Taylor, J. D., LL.B. (Touche Ross & Co, Edin- 
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^. "Walker, I. A.,B.sc. (Dunn, Wylie & Co, London) 


Torrance, D. W. W., LL.B. (Peat, Marwick, 
Mitchell & Co, Glasgow) 

Tse, A. C-Y., B.A. (Touche Ross & Co, Glasgow) 

Turner, L. H., B.sc. (Thomson McLintock & Co, 
Glasgow) 


Veitch, I. McL., B.AcC. (Arthur Young McClelland 


“Moores & Co, Glasgow) 


Wallace, R. C. (Wyllie Guild € McIntyre, 
Glasgow) 

Wands, P. D. (John M. Geoghegan, Edinburgh) 

Warren, H. W., LL.B. (Touche Ross & Co, Glas- 


+ gow) 
Watson, S. M., B.A. (Miss) (Whinney Murray & 


Co, Edinburgh) 
Watson, W. S. (Brown, Campbell & Co, Edin- 


burgh) 
Webster, I. R. (Grahams, Rintoul & Co, dei 


White, R. B., LL.B. (Touche Ross & Co, Glasgow 
White, W. (Rogerson & Goldie, Kilmarnock) 

Whitehouse, A. J. O. (Henderson & Loggie, Cupar) 
Whitelaw, G. W. (Kerr, MacLeod & Co, Glasgow) 


Wilkie, J. L., B.A. (Thomson McLintock.& Co, 


Glasgow) 
Wiseman, W. (Kidston Jackson McBain, Glasgow) 
Woods, F. J., B.A. (Graham, Smart & Annan, 

Glasgow) 

Wylie, N. G. (Hourston, Macfarlane & Co, 

Glasgow) , 


Yellowlees, P. W., B.A. (John M. Geoghegan & Co, 
Edinburgh) 

Young, C., B.A. (Coopers & Lybrand, Glasgow) 

Young, F. K. K. (Touche Ross & Co, Glasgow) 

Yuille, M. G. S., B.acc. (Kerr, MacLeod & Co, 
Glasgow) 
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PROFESSIONAL NOTICES 


KERSHEN, Farrrax & Co, Chartered 
Accountants, of Walkden House, 3-10 
Melton Street, Euston Square, London 
NW: 2EJ, announce that as from May 
26th, 1973 the partners are Messrs 
MARTIN B. KERSHEN, F.C.A., Davin L. 
UFLAND, F.C.A., JOHN M. PRICE, F.C.A., 
DENNIS C. ROWLAND, A.C.A., COLIN 5. 
GLOVER, A.c.A. and  Howamp B. 
STRUDWICK, A.C.A. Mr SAML KERSHEN, 
JP. F.C.A., will act in a consultative 
capacity. 


FOR C.A. 
EXAM 
PASSES 




















principal Accountancy 
Appreciation, Costing, G.C.E., Law, 


um 
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EDWARD Me. & Sons, and PORTER, 
MATTHEWs & MARSDEN, Chartered Ac- 
countants, announce the formation as 
from April 1st, 1973, of a firm under the 
name of EkxrD Moore & Sons which 
will practisBfrom Oakmount, 6-East Park 
Road, Blackburn BB1 8BW. The exist- 
ing practices of the two firms will other- 
wise continue unchanged. The partners in 
the new firm are Messrs R. GRIMBLE, 
M.B.E., F.C.A., J. E. SAGAR, F.C.A., R. B. 
HOLDEN, F.C.A., H. C. E. MAYNARD, 
B.SC.(ENG.), A.C.A., M. H. ‘TOWNEND, 
F.c.A., H. W. GYOURY, F.C.A. 


PANNELL FITZPATRICK & Co announce, 
with deep regret, the sudden death of 
Mr GEORGE GOLDING, F.C.A,, on May 
25th, 1973, whilst on business in 
Barbados. Mr GOLDING has been a partner 
of the firm for over 27 years. 


Thomson McLintock & Co, Char- 





BAKER Bros FORD & Co, Chartered’ 
Accountants, of Leicester, announce that 


tered ce NES of. Londotg and 


they have formed an association With 


effect from June ist, 1973. It is the 
intention that from January Ist, 1974, the 
practice of BAKER Bros HALFORD & Co 
and the office of Thomson McLiNTOCK 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 all the 
exams, and also in Banking, 


Book-keeping, Civil Service, Computer 
Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (witbout obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 


& Co, Leicester, will merge under the 


‘name of THoMsoN McLintock € Co. 


The office of Tmomson McLiNTOCK & 
Co, Leicester, has been moved to Arlen 
House, Salisbury Road, Leicester LE: 
7QS with effect from June rst and full 
integration of staff and services to clients 
will take place on January Ist, 1974. 


APPOINTMENTS 


Mr E. C. Sayers, F.C.A., J.DIP.M.A., has 
been appointed chairman of Duport 
in succession to Mr W. L. Barrows, 
LL.D., F.C.A., who is retiring. 

Mr Robert V. White, A.C.A., has been 
appointed accountant of Supermarket 
Merchandisers. 
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Mr F. T. G Pellatt, F.c.a., C.A.(S.A.), 
secretary and chief accountant of Nu- 
Way Heating Plants, has been appointed 
to the board of the company, a member 
of the Wolseley-Hughes group. 

Mr A. M. Wheeler, F.c.a., deputy 
chairman of Conveyancer Ltd, has be- 
come chairman in succession to Sir Alfred 
Owen, C.B.E. 

Mr Gordon M. Wilson, A.C.A., has been 
appointed to the board of Burne Invest- 
ment Management. 


CONTINUING INCREASE IN 
COMPANY REGISTRATIONS 


Registrations of limited companies in the 
UK (excluding those limited by guarantee) 


continue to increase. With 22,512 new 


registrations during the first four months 
of 1973, the current level of business is 
almost 5o per cent higher than in the 
corresponding period of 1972. 

New registrations in March 1973, 
6,310, established a new record for a 
single month; registrations in April 1973 
totalled 5,617. Of the April registrations, 
4,487 were private companies with 
nominal capital not exceeding £ 100, and 
a further 921 whose capital did not 
exceed £ 10,000. 


LEICS AND NORTHANTS 
SOCIETY'S NEW PRESIDENT 


Mr F. R. Dixon, F.c.A., the new President 
of The Leicestershire and Northampton- 
shire Society of Chartered Accountants, 
was born at Leicester in 1923 and was 
educated at the Leys School, Cambridge. 

Following war service as a Lieutenant 





RNVR in Light Coastal Forces — he was 
mentioned in dispatches — he qualified 
as a chartered accountant in 1947. In the 
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same year he became a partner in the 
Leicester and London offices of Alfred G. 
Deacon & Co, which firm merged with 
Pannell Fitzpatrick & Co in 1969. He is 
now senior partner in the Leicester and 






Lincoln offices and a part in the 
London and Nottingham off, 
A director of a number OMP n panies 


and with a particular interest in agri- 
culture, Mr Dixon is a Past President of 
the Leicester and County CA ber of 
Commerce and Industry ar f the 
Leicester and County Junior CAMnber of 
Commerce. 

Married, with four sons, his hobbies 
include golf, sailing, and photography. 





HULL, EAST YORKS AND 
LINCOLNSHIRE SOCIETY 


At the annual meeting of members of the 
Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants, Mr 
J. T. Bootyman, F.c.a., of Grimsby, was 





elected President of the Society. 

Mr Bootyman is the third member of 
his firm — Forrester Boyd & Co - to hold 
office as the Society’s President. He 
served in the Royal Navy from 1945 to 
1948, qualified as a member of the English 
Institute in 1954, and became a partner 
in his firm in 1958. He is also a committee 
member and  Past-President of the 
Grimsby and North Lincolnshire Society 
of Chartered Accountants. 


Other officers ge vd are: 
trv. 


Senior Vice-Presiden M. D. Raettig, 
F.C.A, 
Junior Vice-President: Mr T. E. 


Hodgson, F.C.A. 

Hon. Secretary: Mr E. G. Chadwick, 
F.C.A., Fawley, Judge & Easton, 1 
Parliament Street, Hull. 
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WOLVERHAMPTON SOCIETY OF 
CHARTERED ACCOUNTANTS 


At the recent annual meeting of the 
Wolverhampton Society of Chartered 
Accountants, Mr D. H. Burton, F.C.A., 
was elected President for 1973-74. 

Born in Wolverhampton, and educated 
at Wolverhampton Grammar School, 





Mr Burton joined Betram Kidson & Co, 
Chartered Accountants, of Wolver- 
hampton, in 1950. Admitted to member- 
ship of the Institute in 1952, he became a 
partner in the firm in 1955 and has been 
senior partner since 1967. 

A member of the Wolverhampton 
Society of Chartered Accountants for 
over 20 years, he has been a member of 
the Committee for the past ten years, 
including three years as hon. treasurer 
and six years as the local representative 
on the Birmingham and West Midland 
Society Committee. 

Mr Burton, who is married with two 
children, is a keen golfer and was 
Captain of Oxley Park Golf Club in 1972. 
He is also Past Chairman of Seisdon 
and District Round Table. 

Other officers for 1973-74 are: 

Vice-President: Mr C. T. Atkins, F.c.A. 

Hon. Secretary: Mr H. A. Challinor, 

F.C.A., Messrs W. Vincent Vale & Co, 
16 Waterloo Road, Wolverhampton. 


ECONOMIC SURVEYS 


Two further booklets in the series of an- 
nual economic surveys of developments 
and prospects in member countries of the 
Organization for Economic Co-operation 
and Development have recently been is- 
sued covering Switzerland and Ireland. 
Copies are available from HMSO, 


price 35p. 





01-402 8361 
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Principals with the 
responsibility for training 
newly articled clerks 


- 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1/01, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 
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TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1/01), StAlbans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London ECAN 4SX 
(01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES. The Luton College of 
Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 
ONE WEEK ‘PEP’ COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to:— 
Metropolitan College, St Albans. 





Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 
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Tough Talk from the City; 


ETWEEN the publicity attracted by high interest and 

mortgage rates, the Lonrho affair, and continuing 
lebate on the less praiseworthy aspects of many take- 
yver bids, it would be idle to pretend that the public view 
f the City is in any way eulogistic. Thanks to the media, 
he affairs of the City now attract a significant measure of 
»ublic attention in which latent hostility, rather than 
'ational thinking, predominates. 

The profession, of course, being rather more cognizant 
X the factors underlying the problems and situations 
which may arise, will discount the fictions not infrequently 
:onjured by the public or contrived by the politicians; 
out there are few members of the profession who do not 
'eel the time has come for some changes and innovations 
n company legislation. 

The Minister for Trade and Industry, Mr Peter Walker, 
1as stated that a new Companies Act will be on the Statute 
Book by the end of next year, and a White Paper — with 
green' overtones — outlining certain Government proposals 
ind seeking reaction to others, is expected shortly. 

A cogent question is how far the events of recent days 
will persuade, or even compel, the Government to extend 
still further the prohibitions and penalties considered 
necessary to meet the needs of the times. 

The virtues of self-regulation may be considerable; 
indeed, it can be argued that the City's Take-over Panel 
represents such a policy at its best — in principle if not in 
affect. It is increasingly doubtful, however, whether the 
1ew legislation will leave the City to put its own house in 
arder. The time has long passed when the City was under- 
stood by a handful of people and what it did affected only 
1 minority of the public. 

It is to the City's credit that it has, over the years, dis- 
played a quite remarkable capacity for adapting itself 
ind its constituent institutions to the changing needs of 
the time and the national economy. It may not have been a 
leader of public opinion on financial matters, but it has 
ilways been ready to see where its main interests lay. As a 
note elsewhere in this issue makes clear, the City has 





problems enough in meeting the needs of Britain's member- 
ship of the EEC. If past experience is any guide, the City 
will respond to the advantage of its member institutions 
and to that of the national economy. 

This prescience and ability to adapt in accordance with 
the needs of the time is evident in views of The Stock 
Exchange on company law reform presented to the De- 
partment of Trade and Industry, reproduced on other 


pages. It is noteworthy that The Stock Exchange seeks to — 


build upon the foundations of existing legislation rather 
than to seek new means of control. This is especially 
interesting in the section dealing with the accountability 
of directors and the problem of ‘insider’ dealings. 

Taking up the matters raised by the Jenkins Committee 
which were not dealt with in the 1967 Act, The Stock 
Exchange expresses no objection in principle to the dis- 
qualification of a person from being a director on grounds 
of incompetence. But, as it rightly points out, the Courts 
will need guidance on what constitutes incompetence. 
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Similarly, seeking an extension of section 54 of the 1948 
Act dealing with the purchase of a company's own shares, 
The Stock Exchange wants to prevent the practice whereby 
a third party may provide the initial finance to enable the 
take-over of the company to the detriment of its minority 
shareholders or its creditors. At present, avers the memor- 
andum, it is virtually impossible to prove bad faith on the 
part of any third party so involved. 

Of more immediate and wider interest will be the 
views of The Stock Exchange on ‘insider’ trading. The 
Jenkins Committee recommended that a director making 
improper use of confidential information should be liable 
to compensate persons who had suffered by any transactions 
relating to the shares of the director's company. The 
proposal is inadequate because of the difficulty on the part 
of the injured party in establishing his claim. 

The Stock Exchange now considers that insider dealings 
should be made a criminal offence. Such an expression of 
opinion is of interest bearing in mind that not many 
months ago, in an address to London chartered account- 
ants, Sir Martin Wilkinson, Chairman of The Stock 
Exchange, expressed doubts about the value of such 
statutory sanctions which had been advocated by the City 
Take-over Panel. Sir Martin expressed the view that 
prosecutions would be few and far between and fewer still 
would succeed (The Accountant, November 23rd, 1972). 

The fact that The Stock Exchange now recommends 
that insider dealing should be made a criminal offence 
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must be adjudged a not insignificant shift in opinion within 
the Council and the members. Such a hardening of attitude 
can only be attributed to the awareness of the Council of 
the intensity of public feeling, and the undoubted harm 
such activities do to the public image of the institution. 
Nevertheless, Sir Martin's doubts are valid; such a 
provision will not be easy either to draft or to enforce. 

As may be seen from the memorandum, The Stock 
Exchange draws attention to several aspects of the problem 
ranging from the definition of 'insiders' to the possibility, 
if not of outright prohibition of directors dealing in the 
shares of their companies, of tightening up the require- 
ments concerning notification of such dealings by directors - 
and other substantial shareholders by reducing the time 
lag in publishing the facts of the dealings. 

There will also be a large measure of approval of the 
recommendation that full disclosure should be made of the 
beneficial ownership of nominees' shares involved in sus- 
pected insider dealings. The same attitude is adopted in 
respect of cases where companies or persons buying shares 
in concert should be required to disclose the extent of any 
shareholding of more than 1o per cent. 

In brief, The Stock Exchange can hardly be accused, 
even by its worst critics, of dragging its feet on the path 
to reform. It could well be, however, that recent events 
have ensured that the forthcoming legislation will be a lot 
harsher in its approach to directors and others than might 
have been the case a year or two ago. 





Youth at the Helm 


CCORDING to Mr Richard Vinson, B.A., Chairman of 

the Chartered Accountant Students' Society of London, 
‘CASSL is now a pressure group; it is no longer just a 
bowls or tennis club. It is now a political body working . . . 
to promote the interests of its members both for the present 
and the future, using research, publicity, negotiation and, 
when necessary, campaigning.’ 

To quote the immortal Hollywood western, ‘them’s 
fighting words, mister', and Mr Vinson's utterance set the 
tone for an animated annual general meeting of the Society 
last week, in which the Chairman emphasized that the 
struggle by articled clerks to 'gain autonomy, a national 
minimum wage and more say in the affairs of the Institute' 
was to be continued without compromise. As shown in the 
report of the meeting in “Student Roundabout' elsewhere in 
this issue, this shift in the role of the Society is adjudged 
by the representatives of the articled clerks as 'essential 
to satisfy the far more sophisticated needs of present-day 
members'. 

That the younger members of the profession should seek 
to bring about changes is both right and proper; once they 


start feeling satisfied with the state of affairs, then we can 
bid farewell to progress and innovation. There are, how- 
ever, more ways of belling the cat than one. The articled 
clerks, who doubtless applauded their chairman's demands 
to satisfy the “far more sophisticated needs’ of present-day 
members, had little time to reflect on the extent to which 
those needs differed from those of their seniors on the 
executive committee whose generation qualified in a very 
different labour market from that which exists today. 

Just how are the present articled clerk's needs different 
or “more sophisticated” than were those of his present 
principal when articled? They need a living wage; they 
require a modicum of supervision, guidance and instruction; - 
finally, there is the matter of study leave. These basic 
needs have not changed. What has changed is the climate of 
our times and the area of recruitment of articled clerks. It is 
the avowed aim of the English Institute — in common with 
the professional bodies — that the profession should attract 
a much larger number of graduates into its ranks. In any 
case, the able young men in the inter-war years who went 
into articles at 18 would nowadays have gone first to 
university at the taxpayers' expense. 

In short, many articled clerks, especially in London, are 
older and more broadly educated than those of an earlier 
generation and because they are older, their financial needs 
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ire inevitably greater. Also, their attitudes to work, to their 
principals, and to the profession are different from those of 
in earlier generation. Industry and commerce now pay the 
roung man or woman considerably more, both absolutely 
and relatively, than a generation ago and it is arguable that 
without the financial element much of the present vocal 
criticism of the Institute, of principals, of examinations 
etc., would not have been heard. 

Clearly, the older generation in the profession must 
recognize — and in most cases most certainly has already 
done so — the changes which have taken place in our society. 
On the other hand, neither youth nor age has a monopoly 
of wisdom, any more than the profession can afford to pay 
more in the longer run than its clients think it 1s worth. 
No one denies that there are bad or miserly principals, just 
as there are lazy, inefficient articled clerks. The trouble is 
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that such simple truths tenc to be forgotten and, in 
castigating the minority who will not recognize that times 
have changed, leaders of all movements forget (sometimes 
deliberately) that most of their followers have rather less 
cause for complaint than they would have them believe. 

Many members of the younger generation have come to 
the view that nothing succeeds like militancy in assuaging 
minority grievances. Such a view reflects a short memory ; 
even in the universities whose students were among the 
most militant in stating their demands, it is surprising just 
how little they have gained thereby. Yet it was the student 
demonstrators who shouted the slogan ‘Jaw-jaw, not 
war-war’. It would be sensible if the young leaders of the 
London Students’ Society tock such sentiments more to 
heart. In war, it is said, the gcds are on the side of the big 
battalions. 
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New ICMA President 


EW President of The Institute 

of Cost and Management Ac- 
countants, elected at the Institute’s 
annual general meeting last Saturday, 
is Mr Cyril A. Herring, B.SC.(ECON.), 
F.C.M.A., J.DIP.M.A., Group Director, 
British Airways Regional Division. 

A graduate of London University, 
with an Honours Degree in Economics, 
Mr Herring was admitted a member of 
the Institute of Cost and Works 
Accountants in 1941 and became a 
Fellow in 1948. 

Mr Herring is also a Fellow and a 
member of Council of the Chartered 
Institute of Transport. He entered 
civil aviation in 1936, when he joined 
the Straight Corporation Ltd whose 
activities included airfield manage- 
ment, airline operating, aircraft con- 





struction and repair, aero clubs and 
RAFVR flying training schools. He 
joined BEA as cost accountant in 
1946, being appointed chief accountant 
in 1951 and personnel director in 
1957. In October 1965 he was ap- 
pointed financial director BEA and 
assumed the additional responsibilities 
of managing director of British Air 
Services Ltd in June 1969, becoming 
chairman in January 1971. 


In April 1971, Mr Herring was 


appointed Executive Board Member, 
BEA on assuming responsibility for 
the Scottish Airways and Channel 
Islands Airways Division of BEA while 
continuing as chairman and managing 
director o: British Air Services. He 
was appointed a member of the British 
Airways Board last November. 

The Vice-Presidents of ICMA are 
Mr Denys E. Edmonds, F.C.M.A., 
director of research and technical 
development, Stephenson Blake & 
Co Ltd, Sheffield, and Mr A. I. G. 
Farquharson, C.A., F.C.M.A., chief ac- 
countant, Storey Brothers & Co Ltd, 
Lancaster. 


Annual Awards Presented 


Tos Lord Mayor of London, Lord 
Mais, presented The Accountant 
Annual Awards for 1973 at the 
Mansion House on Wednesday of this 
week. Sir Alexander Ross, chairman 
of United Dominions Trust, and Mr 
F. S. Huggins, chairman of Hartwells 
Group, received the Awards on behalf 
of their companies. 

Sir Alexander said that UDT, as 
the first financial institution to win 
one of the coveted prizes, was par- 
ticularly delighted on its success. The 
company had set out to produce an 
annual report which was compre- 
hensive in its information and which 


met the ciffering requirements of a 
wide span of readership; at the same 
time they had sought to present the 
report in a form which would en- 
courage people to read it, to under- 
stand it and so to learn more about the 
company znd its activities. 

In the ceurse of his opening address, 
Mr Percy F. Hughes, Editor-in- 
Chief of The Accountant, said that the 
accountaney bodies continued to strive 
for better standards of financial re- 
porting and, like the Annual Awards, 
endeavoured to keep ahead of the law 
which laid down minimum, though 
good, standards which were necessarily 
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less flexible than those that were self- 
imposed. 

Among the distinguished members 
of the profession present were Mr 
E. K. Wright, M.A., F.c.A., President 
of The Institute of Chartered Ac- 
countants in England and Wales, 
Mr W. N. K. M. Crawford, v.R.D., 
C.A., President of 'The Institute of 
Chartered Accountants of Scotland; 
Mr C. F. Smith, F.c.a., President of 
The Institute of Chartered Ac- 
countants in Ireland; Mr T. O. W. 
Newman, F.C.C.A., F.C.LS., President 
of The Association of Certified Ac- 
countants; Mr W. Bowdell, c.B.E., 
B.SC.(ECON.), F.I.M.T.A., F.R.V.A., Presi- 
dent of The Institute of Municipal 
Treasurers and Accountants, and Mr 
A. W. Howitt, M.A., F.C.A., F.C.M.A., 
J.DIP.M.A., Immediate Past President 
of The Institute of Cost and Manage- 
ment Accountants. 


More Birthday Honours 


N last week's issue we noted the 

names of some members of the 
profession who featured in the Birth- 
day Honours List. We have since been 
informed that the CBE has been 
awarded to Mr H. J. Lester, O.B.E., 
J.P., F.C.A., a partner in C. N. Walter, 
Lester & Co, of London, and Chair- 
man, Management Side of the Whitley 
Council for Health Services. 

The CBE has been awarded to Mr 
J. H. C. MacLeod, T.D., M.ST., 
M.A., C.A., managing director, R. & J. 
Garroway, of Glasgow, for political 
and public services. The MBE has 
been awarded to Mr R. J. W. Merchant, 
F.C.A., of C. M. Merchant & Son, of 
Bury, and lately secretary, Northern 
Division, Employers Federation of 
Papermakers and Boardmakers. 


In Parliament 


EGISLATION to make it necessary 

for public companies to indicate 
which individuals receive more than 
£10,000 a year from them is suggested 
in a question to the Secretary of State 
for Trade and Industry in the Com- 
mons on Monday (June 18th). Mr 
John Cronin (Loughborough, Lab.), 
asks that the provision should also 
apply to benefits of value in excess of 
£10,000 per annum and that the report 
should indicate how much is paid for 
those purposes to each concerned. 
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New Trading Floor at 
The Stock Exchange 


HIS week London Stock Ex- 

change business has been con- 
ducted on the most modern securities 
trading floor in the world. The new 
floor (pictured above) in the rebuilt 
Stock Exchange was opened for 
business on Monday after two years of 
dealings conducted on the cramped 
and inconvenient temporary floor. 

But those two years first introduced 
Stock Exchange members and their 
clerks to new electronics and then 
persuaded them that new methods, 
although less personal, could be much 
more efficient. Electronics now take 
share prices direct into offices at the 
press of a button, contact dealers and 
partners at the sound of a bleep, and 
keep members of firms in touch with 
each other and with office by two-way 
hand-held radio contact. 

All this and much more goes into 
the electronics of the new market — 
banks of telephones at the edge of 
the floor and a private exchange big 
enough for a town of 40,000 people. 
Direct computer links, like other 
advances in communications, cut down 
the sheer physical effort of stock market 
business. The tide of trudging people 
from office to House will run less 
strongly, but possibly nervous tension 
will be greater. 

There are complaints, naturally 
that the new floor means a final break 
with the personal — even club — atmos- 
phere of 'the good old days'. But if 
London is to command its lead in 


June 14th, 1973 


Europe — and presently it conducts 
more business than all other Continen- 
tal Exchanges combined — it must be 
extra modern in systems and com- 
munications. 

Already ‘Ariel’, the computer trad- 
ing system for direct dealing between 


merchant banks, points the com- 
petitive way. London must be a centre 
for security dealing on the widest 
possible international basis and the 
electronics of the new floor begin to 
provide the necessary machinery. 
Perhaps the most telling point 
about the new floor and its new 
electronics is that there is plenty of | 
room for more. 


The Future of the City 


ITE has been for many months 
past a widespread expectation that 
Britain's entry into the EEC would be 
to the overall advantage of the City of 
London and its constituent organiza- 
tions. On the other hand, the process 
of harmonization, as the speech by 
Sir Michael Clapham noted elsewhere 
in these pages points out, is likely to 
be slow and probably contentious. It is 
clearly a matter of some urgency that 
a coherent strategy for the future 
development of the various organiza- 
tions vis-a-vis membership of the 
Community should be worked out, 
not least in view of the continuing 
discussions in. Europe on monetary 
and financial questions. The most 
effective means of representing the 
Citys views in these negotiations 
would be to ensure that in discussions 
with the Government a view could be 
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plant. For example, in the event of a sling listed in the Policy. E 
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Points from the Annual Report for 1972 
A marked improvement in Group results 






Year of recovery — £5.8 million profit (before tax) 


Better figures almost entirely attributable to ship operations, 
including associated companies 


Final dividend of 7.52596 recommended — maximum under 
Government counter-inflation programme 
Lord Beeching 


One-for-one scrip issue proposed Chairman 














First quarter of 1973 results encouraging — much better than last year. 
Good year's trading in prospect with substantial increase in profits likely. 


Copies of the Report and Accounts are available from the Secretary Furness Withy & Co Limited 105 Fenchurch Street London EC3M 5HH 
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evolved concerning the future of the 
City. 

To this end the Central Policy 
Review Staff, better known as the 
Government's 'think-tank', last year 
commissioned a report from the 
Inter-Bank Research Organization and 
for the past six months the Govern- 
ment has been studying it. The report, 
entitled The Future of London as an 
International Financial Centre, has 
now been published but without 
comment by the Government. The 
theme of the report is that there is a 
need for a clear consensus to be 
reached between the Government and 
the City over the many and consider- 
able problems now confronting the 
financial institutions, both in respect 
of Britain's membership of the EEC 
and the City's development against a 
background of increasing competition 
and broadening of the functions of 
hitherto specialist houses. 

No one who is concerned either 
about the future of the City within the 
Community or its activities at home 
will deny that the present situation 
poses some urgent questions. The 
sooner a new agency or body, including 
the Department of Trade and Industry, 
the Bank of England, and the Treasury 
is created to function as an effective 
channel of communication between the 
City and the Government the better. 


To Russia for Love? 


NE of the surprise news items of 
the past week is the announcement 
that Arthur Andersen & Co is to 
commence operations — albeit on a 
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strictly circumscribed scale — in the 
Soviet Union. This follows contacts 
with the Soviet authorities during the 
past year which culminated with 
meetings in Moscow at the end of 
May between Mr Harvey E. Kapnick, 
chairman of the American-based firm 
and other partners, and representa- 
tives from the Central Bureau of 
Statistics, the Chamber of Commerce 
and Industry of the USSR, the 
Ministry of Foreign Trade, the 
Foreign Trade Bank of the USSR, 
the Institute for Management Prob- 
lems, and the State Committee for 
Science and Technology. 

An agreement was signed between 
Arthur Andersen & Co and the 
Soviet Government for co-operation 
and the exchange of technological 
knowledge in various areas, such as 
the management of cost production 
accounting, the utilization of the latest 
information systems, questions of 
international taxation, auditing and 
accounting, including the examination 
of financial statements, statistical data 
and other information. 

As part of this programme, Arthur 
Andersen & Co will conduct, in 
conjunction with the State Committee 
on Science and ‘Technology and other 
Soviet organizations and institutes, a 
series of seminars beginning in the 
autumn of this year. None of the 
British members of the partnership 
has so far been involved in the arrange- 
ments, but a spokesman for the Lon- 
don firm told us this week that some of 
their people would be actively par- 
ticipating in the seminars. 

It is reported that while the Soviet 


Presidential Dinner. Mr D. S. Morpeth, T.D., B.Com., F.C.A., the outgoing President of The Institute of Chartered Accountants in England 
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authorities are to bear some of the 
expenses of the seminars, the firm will 
not actually be paid for its work — a 
matter, it would appear, of to Russia 
for love. 


CBI on European 
Harmonization 


HILE Mr Enoch Powell's latest 

contribution to the debate on 
Britain's role in or out of the European 
Economic Community has caught the 
headlines, a rather more practical 
contribution to the problems of har- 
monization has been made by Sir 
Michael Clapham, President of the 
Confederation of British Industry, in 
a speech to the Southern Regional 
Council of the CBI last week. 

The particular theme of his speech 
concerned the Fifth Directive and 
the European company statute which 
have been put forward from Brussels 
in what Sir Michael has termed the 
'sacred name of harmonization'. He 
pointed out that the Treaty of Rome, 
in article 189, emphasized that while 
any directive should be binding upon 
the member countries, this applied 
only to the result to be achieved. It 
was up to the national member 
countries individually to choose how 
they would achieve that objective. 

The Fifth Directive is concerned 
with harmonizing company law within 
the Community and, among other 
things, it would impose a two-tier 
board system with guaranteed em- 
ployee participation. The draft Euro- 
pean company statute also proposes 





and Wales, gave a dinner at Chartered Accountants’ Hall last week. Mr Morpeth is shown welcoming (/eft) Mr D. V. House, F.C.A., President 
of the Institute in 1954—55; and (right) Mr D. E. G. Vieler, F.C.A., from Johannesburg. 
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such two-tier boards and, in addition, 
for any firm which chooses to adopt 
European, as distinct from national, 


registration, compulsory works 
councils. 
As Sir Michael reminded his 


audience, the Government is currently 
preparing a new Companies Bill and 
within its framework will doubtless 
work out some ideas for statutory 
employee participation. Also it is 
certain that in the forthcoming tri- 
partite discussion between the Govern- 
ment, TUC and the CBI the subject 
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outcome of all these discussions may 
be, it needs to be remembered that an 
effective system will not be worked 
out overnight. Even in Germany, 
where the principle of «employee 
participation has been long established, 
the system 1s still under review and 
discussion. 

Concluding his remarks, Sir Michael 
stressed that responsibility cannot be 
delegated, although it mav be possible 
to delegate some parts of the decision- 
making process. In the last resort, 
however, power cannot be divorced 
from responsibility and no system of 
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human relations can be imposed. 
Good human relations are based upon 
mutual respect which, in turn, de- 
pends on mutual understanding. 


The Father of State 
Economics 


WO hundred and fifty years ago 
on June sth, 1723, Adam Smith 
was born. Fifty years later as the 
incumbent of the Chair in Moral 
Philosophy at the University of Edin- 
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will not be forgotten. Whatever the 





THIS IS MY LIFE 


The Frozen Mitt 


by An Industrious Accountant 


OHN was accountant to an out-of-town hardware 
store until three months ago, when he got the job of 
financial controller to a big electrical accessories factory. 
He was delighted, naturally, but last week he came to me 


in dejected mood to air his troubles. 


The work presented little enough difficulty, he brooded; 
the problem was one of personalities. His predecessor had 
been one of the old school, arrogant and overbearing, who'd 
ruled his staff with the traditional rod of iron. His three 
immediate subordinates, perhaps brainwashed by years 
of hard discipline, were stand-offish and watchful; their 
work standard was high, but their co-operation was low. 
Their weekly discussions never got beyond formal levels 
of communication. 

I asked whether they resented an outsider getting the 
top job over their heads, and he nodded. None of the 
three had ever been officially nominated as replacements, 
but obviously they'd cherished hopes. Indeed, he'd 
gathered from a hint from one of the salesmen that his 
predecessor had privately encouraged each of the three 
to believe himself the heir apparent. 

'That was an old trade-mark of the unscrupulous divide- 
and-rule dictators, I agreed, but it was up to the newcomer 
to weld his men into a team. John said he'd tried, by 
maximum sharing of information on problems and ob- 
jectives, but he was still the interloper. He got no human 
feedback. For example, they'd never told him the assistant 
cost man was getting married, so the chap had gone off 
last Friday without John's best wishes. — 

He'd held some meetings of all his senior men, but his 
subordinates' assistants were slow to speak up and mostly 
kept their distance, as if fraternizing was banned. He 
wanted to work through the established channels of com- 
munication, not to bypass these three chaps or diminish 
their authority, but it was tough going. 


His private secretary should keep him briefed on the 
domestic side of his staff, girls being what they were, I 
suggested; but he shook his head. She was an elderly 
battleaxe who still kept his sour-faced predecessor's photo 
on her desk, and looked on John with a cold eye . . . his 
attempts to establish friendly relations had fallen on 
stony ground so far. 

How about the odd beer in the local on the way home? I 
urged; nothing like the occasional 'same again, chaps' to 
break the ice, what? Not so easy, he demurred; his wife was 
in poor health and got upset if he was home late. Besides, 
he'd tried it twice, and the atmosphere was pointedly 
chilly. Maybe, he said morosely, they were trying the 
send-to-Coventry treatment to squeeze him out — but, if 
so, they'd get more than they bargained for. 

Clearly, his last job had been highlighted by friendliness 
from high and low, but he couldn’t cope with the mono- 
lithic indifference of his new one. 
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burgh, he wrote the world famous 
study Wealth of Nations. If the 
content of this major treatise on 
economic systems is not well known, 
no student who has ever embarked 
upon a course of study in economics, 
however short-lived, can fail to have 
heard of the great man. In particular, 
two points from that work are prob- 
ably more familiar than many to the 
general reader. The first is his now 
famous illustration of the advantages 
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of the division of labour in increasing 
productivity which concerned the 
production of pins. Perhaps even 
better known is his shrewd observation 
of the tendency of members of the 
business community to consort to- 
gether to further their own rather than 
their customers' interests. 

While Adam Smith is often held 
up as the archetype of classical /aissez- 
faire economist, his study contained 
numerous references to the case for 


government intervention and the pro- 
duction of public goods and services. 
No doubt for the modern student of 
economics, the great man's trust in the 
efficacy of the market place and the 
pricing system is no longer in accord- 
ance with the facts of economic life 
in modern capitalism. On the other 
hand, he could express his ideas in 
considerably more readable language 
than is the case with so much of 
modern economic writing. 


The Institute of Chartered Accountants in England and Wales E i 


Presidential Elections 


A announced in last week’s issue of The Accountant, Mr 
E. K. Wright, M.A., F.C.A., has been elected President of 
The Institute of Chartered Accountants in England and Wales. 
The new Deputy President is Mr Kenneth Sharp, T.D., M.A., 
J.P., F.C.A., and the Vice-President is Mr J. P. Grenside, F.C.A. 


Election of President 


Proposing the election of Mr Wright, Sir Henry Benson said: 

I have great pleasure in proposing that Mr Kenneth Wright 
be elected President of the Institute for the ensuing year. Every 
year on this occasion I make a somewhat similar statement, but 
I think what I say bears repetition. The qualities of the men who 
lead this Council as President are many and diverse. The 
special skills and attributes which Kenneth Wright brings to 
this Council have already been publicised on previous occasions 
when he first took high office on the Council. We take all these 
qualities of our Presidents for granted; but the final criterion by 
which this Council chooses its leader is the simple one of 
integrity — integrity of purpose and integrity of professional 
behaviour and a capacity to hold the balance evenly as between 
many different classes of membership and the difficult prob- 
lems which are constantly facing this Institute. Mr Kenneth 
Wright fulfils this simple test of integrity in full measure and I 
have much pleasure in recommending his election to the Council 
as our President. 

Mr G. B. Judd seconded the proposition which was carried with 
acclamation. 

Mr E. Kenneth Wright: Thank you, Sir Henry, for the 
generosity with which you have proposed my election and you, 
Mr Judd, for seconding it. And thank you gentlemen, and those 
you represent, for confirming my nomination. 

May I steal the thunder of a later speaker by telling Mr 
Morpeth how I have admired the way he has led the Institute 
during his year and add my sincere gratitude for the personal 
friendship he has shown me. 

I have been very lucky with my profession — I have enjoyed it 
greatly. It has provided me with what it is fashionable to call job- 
satisfaction and a reasonable standard of living. Above all, it has 
provided friendships which have enriched my life. I am fortunate 
to have the privilege of this office; I shall try to deserve it. 


Installation Speeches 


It is customary for an incoming President to say something of 
his hopes for the coming year. I do not expect to introduce many 
important initiatives. This will disappoint some of you but 
others will be relieved because the pace of change has been so 
fast that a breathing space will be welcome. We are at present — 
to use a rather outdated metaphor — steaming full speed ahead 
on course. In many areas our policies have been established and 
are being implemented: education and training, including 
post-qualification experience; the technical side with accounting 
standards, tax reform and publications; research and the growth 
of our association with the academic world; services for our 
members in industry and in practice; the further improvement 
of the good relations which already exist with other accounting 
bodies in the United Kingdom, Europe and the world. In all 
these aspects of our work there will be little need for innovation — 
those responsible merely want to get on with the job. I therefore 
limit myself to four brief comments. 

Mr Walton pointed out when he was President that we are, in 
the ages of our members, a young profession. In the past 12 
years, 25,000 have qualified and today about half of our active 
membership in the UK is under the age of 35. The great 
majority become chartered accountants in order to enhance 
their career prospects — I make no criticism whatsoever of this 
objective, it is a perfectly proper one, but I am concerned that 
these young men and women should be encouraged to feel a 
sense of close involvement with their profession and that many 
of them will participate in Institute affairs. The main responsi- 
bility for providing this encouragement lies with our district 
societies and their branches. They are already doing a great deal 
and I hope they will re-double their efforts and provide their 
newcomers with a sincere welcome backed by the provision of 
activities directly aimed at their needs and interests and fitted 
to their pockets and to the time they have available. 

With a single exception what I have said about new members 
applies to those who are engaged in industry and commerce, 
teaching and the public service — the non-practising side. They, 
too, represent roughly half of our total constituency and the 
proportion will grow year by year. T'hey must feel that this is 
their profession and that this is their Institute and I hope for 
their increasing participation and involvement. I know the 
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goodwill that already exists and the difficulties of achieving this 
objective. The exception I mentioned to the comparison with 
new entrants is that we already have large numbers on the non- 
practising side who recognize the problem, and I take this oppor- 
tunity of calling upon them to take the lead in broadening our 
activities — publications, courses, representations to government 


departments, the development of research and standards and the 


like, which are of direct concern to the non-practising member. 

My third point concerns the practising member and those 
who work for them. I know the pressures that are upon them — 
to keep their skills brightly polished, to staff their offices, to 
train their students. I know that many, particularly the smaller 
and medium-sized firms (I am not suggesting that the bigger 
firms have no problems) find the burden heavy and have some 
apprehensions. I hope that we shall be able to help and encourage 
these members. The post-qualification experience proposals 
will be valuable and I believe that the virtual re-launch of the 
revised Practice Administration booklets, which is planned for 
the autumn, will provide the opportunity for further discussions 
on the best ways in which to organize and manage our pro- 
fessional practices. 

I conclude on a simple note — simple, but very sincere. We are 
a friendly profession; I hope we shall keep it that way. But we 
are also a very large profession with diverse interests — old and 
young, small organizations and large organizations, metro- 
politan and provincial, non-practising and practising, the list 
could be endless. In an Institute of this size there are endless 
opportunities for dissent — people will think our priorities are 
wrong, that the emphasis we place on our standards is mis- 
placed, that their own colours are neglected in the wide spectrum 
of our activities. 

Of course, there will be differences of opinion, and room for 
criticism and this is not a plea for a mute acceptance of the 
policies we propose — we are a critical body of people and that 
would be baying for the moon. I have said before that there can 
be no progress without discontent — I am a controversialist 
myself and I welcome it — but let us continue to conduct our 
debates and dialogues with high seriousness and dignity, with 
the respect for the opinions of others; let us avoid imputing our 
ulterior motives to those with whom we do not agree and let us 
work in common for the advancement of our profession and of 
our Institute. (4pplause.) 


Election of Deputy President 


Sir Ronald Leach: Mr President, may I first add my personal 
congratulations on your election as President, an appointment 
which I know gives the utmost pleasure and satisfaction to every 
member of the Council. 

Although the element of surprise rarely attaches to the election 
of Deputy President, it gives me particular pleasure to submit 
to you the name of Mr Kenneth Sharp, the Vice-President. 
There is no need for me to attempt to persuade you, or to relate 
his qualifications. I think his outstanding services as Vice- 
President during what has been a difficult period are known 
to us all. 

Ken's independence of mind, clear thought and his devotion 
to the Institute, will make him, in my view, an ideal Deputy 
President. I, therefore, have very much pleasure in proposing 
that Mr Kenneth J. Sharp be elected Deputy President for the 
ensuing year. I will ask Mr Heaton to second this proposal. 

The proposition was seconded by Mr f. S. Heaton, and was 
carried unanimously. 

Mr Kenneth Sharp: Thank you, Sir Ronald and Mr Heaton, 
and members of the Council, for the kind way my election to 
this office has been proposed and acclaimed. To you, Mr 
President, may I join in tendering my congratulations, and I 
look forward to working with you in the next year. You have got 
a busy year ahead and I can assure you that you shall have my 
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support and assistance to achieve the objectives which you have 
outlined and the development of the policies which you have 
indicated. (Applause.) 


Election of Vice-President 


Mr Bertram Nelson: I have pleasure in moving that Mr 
J. P. Grenside be elected Vice-President for the ensuing year. 
Mr Grenside became a member of the Institute in 1948 and 
joined the Council in 1966. He has served on many Council 
committees, having been vice-chairman and, lately, chairman of 
the Parliamentary and Law Committee and vice-chairman of 
the Overseas Relations Committee. 

John Grenside's special work has been related to the European 
Community where he has been the ambassador of the Council — 
an ambassador always extraordinary, and even in these days, 
frequently plenipotential. No Council member in my experi- 
ence, has carried greater responsibilities — responsibilities which 
have been most time-consuming; responsibilities for the 
Council, the accountancy profession and the business com- 
munity of this country. At meeting after meeting the Council 
has heard John Grenside's exposition of profound difficulties 
with admiration for his ability and integrity, with affection for 
his qualities of heart and mind. 

We are grateful to John Grenside for being willing, if ap- 
pointed, to accept yet further duties for the Institute. It is 
perhaps timely that such an appointment should be made so 
that he may stalk about the continent with the full panoply of 
“Vice”. Moreover, I am given to understand that when explorers 
reach an unknown island they always say, “Take me to your 
leader”. It will be good if John Grenside could reply in the 
cultured tones of Rugby school, ‘I be ee: we be three’. 

Mr F. A. Jackson seconded the proposition and it was carried 
with applause. 

Mr J. P. Grenside: Mr President, gentlemen, may I offer 
you, Mr President, and you, Mr Deputy President, my con- 
gratulations and best wishes on your respective elections. 
It will be a great pleasure to serve with you both and help to 
promote the policies which you have outlined. 

Thank you, Mr Nelson, for the very flattering things that 
you have said about me and the generous terms in which you 
have proposed my own election as Vice-President. Thank you, 
Mr Jackson, for so kindly seconding the proposal and thank you 
all, gentlemen, for so warmly supporting it. 

Mr Nelson, you referred to the work which I have been doing 





Mr Morpeth (right) congratulates the new President. 
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Mr Sharp, the Deputy President (/eft), receives the 
congratulations of Mr Wright 


in Europe and if I have had any success in this — and I believe we 
have made progress — I would like to acknowledge the im- 
mense help which I have received, in particular, from the 
Technical Director and the Secretary of the Overseas Relations 
Committee, the Scottish representative, Mr Bartholomew, and, 
in the sphere of professional practice rights, Professor Edey. 

I greatly welcome the positive and co-operative approach 
which is being adopted by the Department of Trade and 
Industry towards Europe, and I also detect a much more 
sympathetic and helpful attitude at the Commission. Neverthe- 
less, the problems are still enormous and it will take all our 
reserves of tact and perseverance to deal with them. The Com- 
munity needs a strong accountancy profession, and I believe we 
have the opportunity to take the lead in promoting this. 

If I seem a little overwhelmed, it is because I recognize the 
honour which has been bestowed upon me and the magnitude 
of the task which lies ahead. I approach this with a good deal of 
humility in the knowledge that there are many aspects of the 
Institute about which I still have a great deal to learn. Neverthe- 
less, the challenge is an exciting and stimulating one and I can 
assure you that I will do my best to justify the confidence you 
have placed in me. (Applause.) 


Vote of thanks to the outgoing President 


Mr G. R. Appleyard: Mr President, gentlemen, first of all, 
may I add my congratulations to all three of you on your recent 
elections. 

I am delighted, and feel very privileged, that I should have the 
opportunity of saying a few words about you, Mr Morpeth, 
with special reference to the way you have conducted our 
affairs during your year of office. We had a splendid evening on 
Monday and I must say that I was a little surprised when the 
trumpet voluntary played that well-known hunting tune, 
“Gone Away”. I thought it was a little premature. (Laughter.) 

On your appointment we were told that you were one of the 
youngest Presidents ever to be appointed, and it may have been 
that a few white-haired old gentlemen like myself had reserva- 
tions! Let me say straight away that you have confounded us. 
We are, by comparison, a young profession. It is all very well to 
say that old men have experience. This is true, but we are 
aware of the fact that young men have ideas. Incidentally, old 
men are rather apt to give advice to young men when they 
themselves are no longer capable of committing indiscretions. 
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This has been an unprecedented year of change — entry into 
the Common Market and the part we have to play in that; 
VAT, ASSC, PQE, imputation tax, entertaining the Prime 
Minister in our building, and you being entertained at Number 1o. 

In spite of all this you have maintained a calm and unruffled 
demeanour and you have never been afraid to display initiative. 
I believe that far too little is known about the magnitude of the 
Presidential office and perhaps I can bore you with what may 
be regarded as some useless statistics. Perhaps they may be use- 
ful to future office-holders. You have attended 119 dinners and 
lunches — in spite of which you seem to have kept your figure! 
You have attended 8o Council and committee meetings — and 
you have not lost your sense of humour. You have travelled 
extensively to Canada, Rotterdam, Hong Kong, Mexico, 
Amsterdam, Paris and New York — it sounds like a holiday 
brochure. (Laughter.) Finally, you have wound up on a very 
high note by your superb handling of yesterday's annual meet- 
ing. (Hear, hear.) You get nine of ten which is good by any 
standards! 

You have done a great job on which in future years you can 
reflect with great satisfaction. For our part we can say we are 
very proud of you and thank you a lot. (Applause.) 

The vote of thanks was seconded by Mr R. G. Slack and carried 
unanimously. 

Mr Morpeth: Mr President, it is extraordinary how time 
suddenly shrinks. It seems to me that only a short time ago I 
was standing where you are, starting my year of office. The full 
sense of the honour bestowed upon me was appreciated more 
and more as the year progressed, serving with so many friends 
on this Council, with such tremendous support from my fellow 
officers, and meeting so many members round the country and 
interesting people around the world. I am sure that my pre- 
decessors will all have felt like I do and wished they could have 
done more to deserve this honour. 

I am conscious, Mr President, that I have left a great deal for 
you to get your teeth into, and I wish you a most successful and 
equally enjoyable year as I have had, and I would like to add my 
congratulations on all your elections. 

Mr Appleyard, what can I say to you but a simple thank you 
for the kind and flattering things that you have said about me, 
and Mr Slack for seconding, and the members of the Council 
for agreeing with them. I shall remember your words for a very 


long time. (Applause.) 


Mr Wright invests Mr Grenside with the Vice-President's 
badge of office 
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FINANCE BILL 1973 


Time of Supply for VAT 


by H. S. A. MACNAIR, F.C.A. 


By the end of its fifth sitting, the Standing Committee appointed to consider 

the Finance Bill printed on March 12th, had completed the examination of 45 
clauses and 18 schedules which by mid-May had been ordered to stand part of 

the Bill. At that time, there had elapsed one-half of the earliest of the 'prescribed 
accounting periods' mentioned in section 30 of the Finance Act 1972, defined in 
regulation 46 of statutory instrument 1147 of 1972 and identified by reference to the 
certificate of registration issued for VAT purposes to taxable persons. Some of the 
recent developments in the law and practice of VAT are considered in this article. 


ERU OE VAT is accountable by reference to pre- 
scribed accounting periods, it is of critical importance 
to identify the time of supply of goods or services. Section 7 
of the Finance Act 1972 is concerned with this. 

A supply of goods is treated by subsection (2) as taking 
place at times identified in three ways. The time of removal 
applies to goods that are to be removed, and the time of 
being made available to the customer applies to goods that 
are not to be removed. However, goods may be sent or 
taken on approval or sale or return or similar terms. If so, 
and if such goods are removed before it is known whether 
a supply will take place, then neither removal nor avail- 
ability are appropriate tests. 

For such goods the time of supply is the time when it 
becomes certain that the supply has taken place. Should that 
date not have arrived with the expiry of 12 months from 
the date of removal, a supply is deemed to have thereupon 
occurred. 


Sale or return 


. Some comments were made in Standing Committee by the 


Minister of State, Treasury (Mr John Nott). Goods sent 
or taken on approval terms remain the supplier's property 
for the time being, and the customer has an unqualified 
right to return all or any of them, either at any time or up 
to an agreed time limit. Hence there is no supply and no tax 
point at the time of removal. The 12 months' time limit is a 
‘long-stop’ rule to cope with the situation where customers 
neglect to tell their supplier promptly when a transaction 
has been adopted. 

The choice of period reflects purchase tax experience, 
and has been introduced having regard to the danger of 
delay in the collection of tax. The explanatory comment in 
paragraph 31 (5) of Notice No. 700 is somewhat casual; the 
suggestion is made that the basic tax point occurs at the 
date when the customer tells the supplier he has adopted 
the transaction or when the time limit fixed for the return 
of the goods is up. 

The impression that the date of removal may not be of 
great importance may be valid if the tax invoice is the usual 
tax point. The substitution of the tax invoice is governed 
by the rules in subsections (4) and (5), the latter now to be 
amended by clause 5 of the Finance Bill so as to subordinate 


it to subsection (4), with retrospective effect. As regards 
services, the general rule in subsection (3) is that supply 
takes place at the time of performance. 

The receipt of a payment before removal, availability or 
performance (the criteria respectively described in sub- 
section (2) (a) and (b) and subsection (3)) creates a tax 
point — in the language of the Act, the supply shall be 
treated as taking place at the time the payment is received. 
A similar consequence follows from the issue of a tax 
invoice antedating the times connoting either of the 
criteria referred to or, additionally, antedating one or other 
of the three events relevant in relation to sale or return 
arrangements. 


Post-dated tax invoices 


Perhaps the most common situation is that in which 
‘removal’ or ‘making available’ is followed by the issue of a 
tax invoice within 14 days. Subsection (5) causes that event 
to become the tax point unless the taxable person has noti- 
fied the Commissioners in writing that he elects not to 
avail himself of that subsection. As originally enacted, 
subsection 7 (5) caused this rule to take precedence over the 
antecedent prepayment/tax invoice tax point created 
by subsection (4) but clause 5 of the Finance Bill deletes the 
relevant words ‘notwithstanding the preceding provisions of 
this section’ and subordinates subsection (5) with the words 
‘to the extent that it [the supply tax point] is not treated 
as taking place at the time mentioned in subsection (4)’. 
The question arises as to why this amendment was 
required and what it achieves. Mention may first be made 
of services in the context of subsection (3) which (as 
mentioned above) provides that a supply of services is to be 
treated as taking place at the time when the services are 
performed. Mr John Nott explained that without the 
amendment there would be no payment tax point for 
supplies of services where the 14-day rule operated; the 
Government considered that this was highly undesirable. 
(The original VAT clause in the 1972 Finance Bill was so 
drafted that prepayment for services did constitute a tax 
point and this position was lost in re-drafting on Report. 
This may be seen by comparing the print of the 1972 Bill 
dated June 28th, 1972, with that dated July 20th, 1972.) 
The Minister went on to say that there is a lack of 
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A COMPUTERISED ACCOUNTING SYSTEM 


Our terminal . . Your accounts. 


TIGAR starids for: 


Texas Instruments Gengral Accounts Receivable. 


It's a highly flexible, open-item sales ledger sea TIGAR s sales ledger holds oil current transactions in 
detail. It covers every need - Discounts, VAT, Cash Posting, easy Balancing, Audits and Forecasting. 
It has compatibility with your existing invoicing system; alternatively, can provide a new system for 
automatic or semi-automatic billing. 
Because Texas Instruments put so much more into TIGAR, you get more out of it. 
All kinds of special working reports are easily extracted - statements, credit controls, subsidiary ledger, 
summary balances, VAT returns, and many other special reports to your specification. | 


Texas Instruments European Information Centre, housing their large IBM computers;is at Croydon. - 
Clients can use this directly, or through any of the Texas Instruments’ Data Centre installations. Clients 
throughout the UK and Europe already enioy t the low-cost, di o of this service. 


aE 


Ask about TIGAR, here: - 
Tony Seaman, European Information Centre, Texas Intruments Limited, 
Canterbury House, doll Road, eon Sure Telephone 01-686 0061. 
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| fees... 


For people with capital, our 
Capital Payment Schemes offer 
many savings, both direct and 
in tax liability. 

One scheme guarantees a 


fixed amount of fees for a given 


outlay. Another provides a 
growth element which is 
calculated to meet the continual 
increase in fees. 

Examples 

Guaranteed Scheme 


A capital sum of £2007 will produce fees of 
£900 a year for 5 years starting ir 13 years 


- time. Saving: £2493. 


i 
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Capital Growth Scheme 


The same sum will produce fees of £1026 a 
year and a saving of £3123, assuming a 
growth of 74% per annum in the investment. 


School Fees Insurance Agency Ltd 
10 Queen Street, Maidenhead SL6 1JA 
Phone 22323 (31010 24 hour service) ` 


Please post me full details: 
N ame 
Address 
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LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


inclusive 





38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 





MOVE FOR] 
THE BETTER 


On rst June Jordans moved to 


i Jordan House 
47 Brunswick Place London NI 6EE 


Our move will bring substantial 
benefits to you by greatly improved 
communications and expanded services. 





C Company Formations 

Li Business Law Consultancy 

O General Law Agency 

[J Legal & Business Publishing 
Li Company Information 

O Company Legal Stationery 

OEEC Legal Services 


ita 01-253 3030 ME 
(20 lines) Telex 261010 Jord ans ey 
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precision about the basic performance tax point for services 


and about the date of issue of a tax inyoice under the - 
14-day rule, because-of the uncertainty of the móment 


“ACCOUNTANT 


D 
"I 
. 


~ 


t ‘ 


' 819 


By way of contrast, one > could i imagine a practice i in other 
provinces of the UK, different from that obtaining it the ^ 


‘Pennines. In Utopia, let us assume, "payment is made in - 


that the service actually takes place. That means a consider- . 


able volume of case work for Cústoms and Excise officers 
because in each case they have to try to define. when the 
performance of a service has taken place. ' 

This-is the background: to the official wish that a tax 
point should arise also where a payment is made. Again, if 
the original wording had been retained, a payment tax 
point would still bite under subsection (4) for - both 
^: goods and services where the trader exercised the option 

not. to use the tax invoice point, in addition to the basic 
-tax point. 


— 


t 


"Baviment or r deposit 


. Nevertheless, a payment must not be confused with a 

- deposit. A solicitor might require a deposit from a new client 

or he might require à payment, The distinction is essentially 

a question of fact. If a deposit i is made and subsequently - 

|. the service contemplated is not performed, 1 no tax point 
. - has arisen. 

The históry of the matter appears to some: extent in VAT 

-Bullétin No. 2 from which it may be seen that the original' 

. Customs and Excise approach, based on physical move- 

ments, yielded place to trade preference for the invoice 

" date. The criticism. has been made that the change. of law 


.. in the Finance Bill was designed to validate the position ' 


incorrectly outlined in departmental literature but -one 
might charitably observe that even a government depart- 
ment can err in its interpretation of the law. “This was 
‘exemplified in relation to the registration of separate part- 


nerships involving the same individuals (The Accountant; 


. "May 17th), although the strongly-held departmental views 
- had necessitated special arrangements for co-ordinated 
. returns for separate partnerships which had been refused 
à ` separate registration. 
“Readers - will be aware of “the correspondence in this 
journal on this subject. In the present article, however, 
. desirable changes to be lobbied for are not under con- 
sideration — only the- consequences that flow from the law 
as it‘now appears: 
"The time of supply is of particular importance in relation 
. to the period which straddles April 1st, 1973.. A particular 
' problem discussed in Standing Committee by the member: 
+ for Durham (Mr Mark Hughes) serves as an illustration. 
- There is a practice among farmers whereby winter. keep. 
NS yearling.lambs is contracted for on a yearly basis; the 


Pd 


_. Sheep are moved to their winter quarters in September and 


, the calculation of the cost takes place when agistment ends 
‘in April. Traditionally, payment is not made until the 
- following August. The time of supply could be the time of 
service, invoicing or payment. 

i - Having regard to the fact that the bill becomes due in 
- April when the surviving sheep are re-counted and’ the 


- 


charge. quantified, that date represents an invoice tax point - 


attracting VAT. This conclusion (which in Committee : 


- - Was not treated as the final answer) rests on the assumption 
that performance of service as required by subsection (3) 
ended in April and that atax invoice was issued within 14 
dE: in Nn event the amended subsection (5) would DOR, 


may 


an - 


eee 
PED 
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advance when the contract is made, and in Erewhon the. 
custom is to delay payment until the following August (as 
in the Pennines) but to issue a tax invoice when:the contract 
is made. Paraphrasing subsection (4) to meet the needs of `; 
Utopian traders, it will be seen that, before the time when . 
the services would have. been performed as contemplated : 
by section (3), the lowlands farmer making the DE will .. 
have received a payment in respect of it. 

Hence; to the extent of the charge represented by: the 


payment, a tax point arises at the time the payment is `. 


received. One may assume that the cautious Utopians have. 


a practice of paying in advance on.the assumption that only 


two-thirds of the lambs will survive the erratic Utopian . 
winter; so that if 1973-74 proves exceptionally. mild 
is it likely that the remaining one-third of the agistment 
charge will become due in April 1974 so as to precipitate à. 
- further tax point then, when the lowlands farmer i issues.his | 
tax invoice. 
So far as concerns the introduction of VAT, it appears 
' that prepayments by Utopians in August, 1972 have elimi- 


M 


nated VAT if, but only if, the amending language in the -. 


Finance Bill is incorporated ï in the final Act. If the phrase 


originally appearing in the Finance, ct. 1972: remains 


unaltered, there would be a tax point in April 1973 upon 
the issue of the tax invoice unless an election is made to the : 
contrary by the supplier. Possibly such.an election, once . 
made, could not be revoked; the Notice No. 7oo merely | 
Says that the election applies to all supplies... 

- This may be the place to observe that the 14-day ` 
maximum interval between basic tax point and issue of tax: 
invoice is one which can be extended, by arrangement with ^ 


. HM Customs and Excise, as regards particular types of . 
transactions for which a longer. interval is dictated by the . ' 


‘practical requirements of the business. 

. There is little to say about Erewhon traders save that the E 
issue of a tax invoice before April 1973 was impossible, * 
so that the conditions of subsection (4) would not be. 
satisfied and a tax point would arise when the services are. 
sipertonmeue by pontum in April 1973. 


-— 7 1 


Extra-statutory concession 


Guidance by Customs and Excise on: sudo Sidi 
lems is set out in Supplement No. 1 to Notice 700. Para- >; 
‘graph 9.says that the normal principle would operate 


-harshly: in cases where a supply of a service extends’ over. 


a period of time and finishes on or after April 1st, 1973. 
In such: cases no tax. will be charged on' that part of the 
service that is performed before April 1st, 1973, provided. 


that the supplier can: satisfy “the Department that the P 
A 
measurable ‘work pesiormed Or am adéquate E Or Rr 


apportionment of the cost of the service is based on eithér . 


pricing system. 
This appears to be an extra-statutory concession. Tt. 
would-be useful if such concessions, in due course, were : 
collected. together and separately featured in a publication . - 
by HM Customs and Excise, so that a clear distinction is 
made between what the law cds and bn the Depart- .: 2 
ment permits. l , 
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«Following publication calar this year ci The Account February 15th) of. D M pet 

;, Proposals by the Institute of Internal Auditors for a formal certification =- . . 2. ^. om 

“ programme, the Institute's non-American chapters are facing problems of : E AAA 9 

E p of the programme and of carrying out the training required. © 9 © tesa ag o5 a 

GR : As part of the extensive discussion and preparation now being undertaken: un wg. T 
“before the UK chapters are in a position to formulate-their bwn courses, 2.0, |." +. 
` Mr Chambers of the Graduate Business’ Centre was invited. to give: j MEX a EK Pd 
+ members the benefit of his. own ideas... SNC. e RE apes Sg wu P 
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AUTOMATION of ERI aE a procedures the entire management process. ‘Observation also requires the. 
"s (which has now reached quite an advanced stage) isa recent ^ human touch.of the experienced manager and it is doubtful 


if this can be taught completely in the classroom: it includes tact 
-and añ understanding -of people. It is, however, perhaps sur- 
prising how far this can be taught in the classroom. by manage- 
ment tear games and visual display playback of mock interviéws . 
and so oni  --- 

The internal auditor” S - Observations should léad. to well 
judged recommendations- tempered’ by a mature. view of 
materiality and. reinforced by.a thorough grasp. of the aspects . 
in.whica the company's systems are not operating satisfactorily. 


-phenomenon which, as a consequence of the rate of the automa- ^ 
^" tion, has left a trail of damage and unresolved problems in its | 

«path. Typewrizers weré introduced ‘as late as 1890, adding 
x ` machines in 1891, addressograph machines in:1892.and multi-: 
^. graph machines i in 1904, filing cabinets as late as 1899, tabulating - 
.. machines im 1900, book-keeping’ machines in 1911 and visible 
| "index files in: 1914. Then there was a gap in significant innova= 
«tion until the computer revolution which’ stafted- with one 
: E 3 -machine i in 1954, 9,000-in 1961 and 17,500 in 1964. In-1971. ` 

.: there were-6,075 computers in the UK alone, and-UK-annual -An internal auditor cannot grasp the operating procedures of a . 
; Es investment in, computers is expected to rise. in constant ‘money ] company or make appropriate recommendations unléss he is a: 
j -“ value terms from £400 million in 1968 to £1,400, million 1 in 1975; good manager. He needs tó be conversant: with management 
: y i s “and £2,100 million in 1980. ^. ++! > techniques as well as skilled i in the management art; he must also . 
ok However, the : scope for change i in dlerical usd: management | .be thoroughly “conversant with the principles of internal: audit, . 





: EE EM Siko is still considerable.. In 1900, there were 10 office: and wit’ all the appropriate internal audit techniques. 

pec EN “employees. for every 100 D Coran in. 1965 there were: - In short, the ideal intérnal auditor is not necessarily the char, 
| Se a OE EE — N- <a _tered accountant, chartered. secretary or-any other professional , 
ss E aM JE ES EMEN a £ ees man, although. these backgrounds may help. The ideal internal 
2 Observation. LP ow x Ae & RE “¿auditor is the- well-gróúnded manager further trained in the‘ 


special principles and techniques of internal/audit. "The internal | 


m + , with education arid. training for internal audit? Just this: if the ` auditor needs to be, or at least ultimately to become, the 
-7  ;. businéss world is anywhere. near. an: experimental sitvatión"- "compleat manager’ probably IROLE than acd other professional 
: D ‘Where knowledge and experience seem to have:run out, and in * ' needs o become a sd p E | 


E .. which work has often become impersonal and anonymous (and T" " : 
| -Case for- certification . 


What has all this got to do uh education, add in part icula 


t = consequently performed so often with a lack of care and- interest) .. 


then the means available to management to. measure what is ' 
as “happening within the organization must be. that much more” 


. Sophisticated and are that much more impórtant.- In the words ` 


"of Mr K. G: Corfield, managing. director of STC Ltd [The 


E "Mecountant, "March 15th]: “Internal audit is the means by which - 


‘the measuring Senses of rnanagement are extended beyord the 


"The Institute of Internal- Auditors. should, therefore, wo 
-towards an educational programme covering both. internal audit- * 
ing per se and management. The US Certified Internal Auditor 
Programme [The Accountant, February 15th] dead this: 

there are-four examination papers: - - l reete ae 


Lim a 


(1) Principles of Internal Audit. B $ 
(2) Techniques of Internal Audit. /; ` gue f; 
(3) Principles of Management: as SG 


«iw constraints imposed üpon the range of observation possible toa 
+ human being.  - : 


: quis Observation needs interest and curiosity ud these faculties, are E - (4) Disciplines related to Internal Auditing. i 

nos sharpened by education; no one isso bored as he who cannot `` Note the distinction between, education and training: the « 
PX rae Understanding i in this context means understanding ` b Jatea auditor is educated i in his approach — or, if you like, in the 
GL E: "phe substance of-a paper recently delivered to. UK: members of the ` i: ud inciples | of management’.and internal audit-and he is 
LIP | Tnstitute of Internal Auditors. e a ar YA oy Cg. drained ía his method, PEG is in the- techniques of management . 
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adi in “particular dé techniques’ of intérnal audi, He cannot 


hópe to be fully conversant in all management techniques, 
however desirable this might be; he can, however, be expected 


to be, or to become, ‘skilled in internal. audit techniques, 


- The matter of education and training of internal: auditors i is 


‘inextricably linked with the issue of professional status. The 


British Computer Society, for instance, has recently introduced 


-a programme of training and qualification by examination and ` 
- experience, as they consider that there is a need for. computer - 


specialists to adhere to uniform, high standards, to inspire 


+» confidence and to be influential within the business community. 


Internal auditors in the USA are moving in the same direction 


' (with appropriate transitional provisions to catet: for. existing 
members who may be rich in experience rather than iri academic 


letters). 'The Institute of Internal Auditors, plates even: moré . 


`, Stress on “on the job experience’ and personal character than do . 
- other bodies, and I think this is appropriate in view of the nature. 
' of thejob and the essential requirement that-the internal auditor . 


` should understand the „management process — both in order to- 
Observe and recommend, and in order to be a manager himself. . 


o, 
4 ` 


: Eventually there will probably be a requirement for: the 
Institute of Internal Auditors in this country.to establish at 
least a measure of independence from the US parent body. 


<: Itis a matter of maturing and developing in slightly different 


ways. If anything, formal links should be forged with the EEC - 


. “along the lines now being explored by other professional bodies.: 


Most sententious of all, I would like to suggest that internal. 


audit should be prepared to undertake tasks which are in the - 


wider, social area. History abourids with the consequences of ' 
professions which have not adapted to changing circumstances. 


I have no doubt that there will be a- relative shift in management 


i priorities from techniques to organizational structures and ` 


- social values, and that audit (whether internal or external) will. 


be extended to be concerned about wastage, maladministration, - 


pollution and exploitation One only has to reflect on the reduced: - 
role today of accountants — once the king-pins in the flow of 
economic information — who have largely missed out on the data ` 
processing revolution to realize that professions need to adapt’ 
‘and advance. Certainly there-is-no other-professional better 


' equipped already to be concerned with the social aüdit than is 
. the internal auditor. NE o og. MEE suut s KE 
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Detailed récommenditions "cs E 


. Sofar the stage has been set for more detailed recommendations 
] RE training and education of internal auditors. 'T'o. sum upi- 


(1) Education is in: principles, training is in techniques. 
- (2) The internal auditor should have education and traning in. 
l- general management as well as in internal auditing. .. 
(3) A programme should be developed based on UK « experience 
_and suitable for possible development into the: formal — 
, education requirements for entry to.a professional body. 
e On-the-job experience. and suitable personal character 
-remain essential: requirements, and should: be integrated . 
with the training programme.» : 
(5) Research and development should be indexed into fields 
into which internal audit might extend in the future, so that- 
- education and training are ahead of requirements rather 
than behind them. ` 


I know of no-example of management being taught satis- . 


` factorily at a first degree level; it is being taught at the: post- 
experience level at university business schools and polytechnics. 
Management studies should be part of the formal education' 
‘requirement for tomorrow's internal auditor, though they are - 
no substitute for practical experience which.. should also be 
"> required. 7 

In this context the Institute might € an M. Se. “Or. 
‘diploma in management, or the. equivalent, -as desirable and as: 


f “reducing the length of practical mańagement experience required , 


_ to qualify for Up: Certain aspects. ps management, 
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both principles and ha, are in fact Dest: ae in n the UT 
-classroom — if only because they are seldom: taught on the job. 
Many companies are quite backward in. certain ta gaa 


especially in their management techniques... ^ 
I think it desirable that the, Institute should press for prin: 

- ciples of internal audit to be taught as an optional part of existing ` 
‘management courses; and that this option, if taken and com-, 
` pleted by a’ prospective member of the Institute, should exempt ; 
him from.the requirement to sit and pass in that subject should. 


x1 - 


the Institute in the future decide-on entry by examination.. For Eu 


(IT 


instance, at City University the Graduate Business Centre has 

roo M. Sc; management students each year on' a 12-month. 

course. Each student takes a range of compulsory courses, but . 

- in addition he opts for three major subjects — one of which i in ^ 
| the futute might be ‘Principles of Internal Audit’. 3 

A successful . M.Sc. management student pude. in 

internal audit would satisfy most entrance requirements for. 


membership of the. Institute of Internal Auditors. First, he.; 
would have had his formal training in management principles ` 


and techniques, thereby reducing the number of years’ on-the- ~ 


job experience which would be required of him: Secondly, he . 


internal audit. 


At the Graduate Business Centre we hae a scheme who | 


. would be éxempt from written examination on the principles of 


iitdente without the correct entrance requirements -for -our ` 


'-management M.Sc. (i.e., without a suitable first degree, or a . 


- 
- 


- 


mı 
- 


recognized professional. qualification) may attend and study in ',' Er 


,any one major subject and, subject to satisfactory completion: * 
"of the course, be-awarded a management development diploma. ` j 


«In this way, internal auditors with no formal educational. | 


-qualifications could take “Principles of Internal Audit’ as. a. 
. major subject, which would earn them. exemption from the ` l 


suggested alternative written examination: 


. Audit. techniques. 


I shoüld say at this stage that I am ni expressing a personal paint 
of view and: not that of the Graduate Business Centre, with : 


whom my.suggestion for a major subject on the ‘principlés of 


internal dudit as part of the management M.Sc. rea has 
. not been discussed. 


We are. left with the task of working out an. appropriate m 
M approach: to training in internal audit techniques. I recognize that 
there is bound to be an overlap between internal audit tech- ©. « 
- niques training, and education in the principles of internal audit. 


Nevertheless; I think that “techniques sessions” are essential;. 
what I would suggest is an assorted bag of short courses and ` 
. “workshops”. 1 am sure that E niri would be glad to,” 


“act as hosts! 


E 


US 


is 


r 
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| Ultimately 1 would liké to seé an examination paper in' the T . 
techniques of internal audit, in keeping with the US pattern. ~ 


. There would probably be no opportunity to. obtain exemption 
"from this; paper, unless it was considered that the approved ` 
internal audit option could cover both internal audit principles ~~ 


` 
era 
i 


^, 
AEN 


and techniques. The suggestion for examinations is, of course,- . - um 


only rélevant if the Institute opts ultimately for admission by . 


“examination, and at that time it would be appropriate to have =. 
transitional provisions to cover existing members. 


All of. the 


programme I have suggested | so far is, I think, 

- workable whether or not the idea of full professional membership -` 
via a qualification’ process is accepted. — — 

. ; We are in the process’ of developing a one-week iii 
. course, entitled “Fundamentals of internal audit’; to be-run twice: 
a year at the Graduate Business- Centre, with faculty assistance 
“from members of the Institute. On a continuing basis there ` 


would be roorh for. such. a course, particularly for those who 


Details of this course may be obtained from Mr John Bell at the- 


Graduate Business Centre, Basinghall St 


(91-600 4628). 
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and 
_(8) to extend the power af public examination of a TUNE ina . 


THE 


| sa: not duve Or iad” not yet -had, the I of the 
^A more- comprehensive training I. have been describing. This’ 
- - ‘fundamentals’? course would introduce the principles , and 


; 35 Hn wa of internal audit and would go some way, though not 
all the way, to equipping the student to pass any. exams in 
. internal audit which the Institute might establish. 

Whether or not a system of exams were: introduced, this 
course would be: invaluable for the new ‘or recent recruit to 


‘internal audit. The emphasis would be to make him more : 
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Views of The Stock Exchange 
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useful to his organization more audis than would othérwise 
be th? case. 


+i 


In conclusion, I-am aware that internal audit offers great: , 


scope for research. and publication. One topic which I am now, 
undertaking is to measure its size and influence in this country, 
and to identify areas of agreement-and disagreement as to what 


interral audit really is. Ultimately I can see that there will be a 


stronger case ‘for university chairs of internal audit than there’ 
is at present for many af me chairs we already have! 
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The views of The Stock Exchange on reform of company law are set out below. 

“in two parts. The first is based on certain recommendations originally made 

- "by. the Jenkins Company Law Committee and so far not embodied in. A Ts d 7 
legislation. The second part relates to other matters. which The Stock i PA 

* Exchange has submitted for consideration as to their inclusion in the next Bil - pea ug 


on company law. 


a PART 1 


. Jenkins Committee recommendations. 


1 


" Disqualification from being a director 


/ (1) (a) To extend the grounds for disquálificatión of a person 
from being a director to conviction for any offence involving 
- dishonesty (whether in connection with a company or not), to 
improper or reckless action as a director and to G 


'winding-up any case where there was prima facie evidence 


^5 which would lead to ciegue icanon on any of. the rones set 
, Out above. 


" I 
B , =$ 
, " : 
1 x 


- Comment | ; 
"There would be no objection i in principle to this recommenda- 


N tion, but, if incompetence is to be made a ground for disqualifi- 


cation, there would have to be adequate definitions of competence. 


` - to o which the Courts could refer.. 


Section 54 of the 1948 Act 


; (2) To amend section 64 of the Companies Act 1948 ( the 1948 
 Áct) so that assistance by a company to.a person to purchase 
. its own shares was unlawful unless, first, the assistance had been 


` approved by a special resolution of the company and, secondly, 


‘the company had filed a declaration that it would be solvent 
- despite the assistance which it had given. ^ . . 


Comment 


There would be qualified approval for-this recommendation 
provided that it is made clear that, if a comipany suffers a loss 
as a result, either of such assistance or of operations associated 


with such assistance, the fact that these two proposed require-' , 
ments had been complied with would not of itself render such 


y 


assistance lawful. There could be occasions where it eventually 
transp.red that shareholders had been deceived into passing 


‘the requisite special resolution and where the declaration of 


solvenzy had been.made'in a reckless manner and it is not 
thought desirable that compliance with these two proposed pre- 
requisites should of itself in any way contribute to preventing 
the shereholders of a company from pursuing a remedy for losses 
suffered as a result of wrongdoing.’ ` - 
Furthermore, the. law.should be strengthened with a view to 
preventing the practice whereby a third party provides the 
initial inance to enable the take-over of a company to take place 
to the detriment’ of its minority shareholders or creditors 


- ultimately by means, directly or‘ indirectly, of that company’s 


assets. At present it is extremely difficult for such a third party 
to bé made liable, either under civil or criminal law, for trans- 
actions which are carried out in concert with those persons who 
gain control of a company with improper motives and which 
result -n that company being denuded of its assets. 'The main 
difficulty appears to lie in the necessity to prove that the third 
party had. sufficient knowledge of the facts so as to establish 
that he had acted in bad faith. 

It is desirable that. legislation. should be devised which, with- 


. out impeding legitimate business operations, shifts the burden 


of proof from the company concerned, or public authorities 


concerned, on to a third party who has provided finance in, to | 


say the least, equivocal circumstances, so that it is the third 
party who must justify his actions. 


_ By way of example, in a recent Board of Trade inquiry, into 


the affzirs of a public company formerly listed on The Stock 
Exchange, it was established that an asset had been sold to the 
compar.y for a sum grossly in excess of its true value, The cash 


to pay for this asset had been provided by way of loan to the 


compary from certain third parties. The Board of Trade 
inspectors in their report stated às follows: ' 


‘On Balance we incline to the view that Mr . . and Mr. 


. (the third parties) had their suspicions as to the type of assets 


which the company was to acquire; but that they took the view 


; 
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that the use to which (the boton) under the new regime 
intended to put the loans was no concern of theirs; and that 
they deliberately refrained from asking questions -. We. 
`> cannot help feeling that Mr... and Mr...sailed dangerously 
* close to the wind in their attempt to circumnavigate section 54." 


In-the event, so far as is known, no further actión was taken: 
against those third parties. If legislation could be enacted along 
the lines suggested it might prevent such situations as the one 

referred to from recurring. "EE 


- 
- 
. 


| Bacon 209 of the 1948 Act ` 


(3) Amendment of section 209 of the 1948 Act, first, to make it 
‘clear that in a bid for two or more classes of share the section 
applies separately to each class and, secondly, to permit an 
offeror, in a case where the offer contains alternative sets of 
terms, to state in the offer document. which set of terms would 
apply in the event of compulsory purchase.. 


Ya 


: Comment - ; 


These proposals would be simone: but a further amendment 
of section 209 is required. As a result of a Privy Council decision 
in 1969 there is a doubt whether two or more companies making 
a joint take-over bid for another company can ever invoke the 


provisions of Section 209, as section 209 refers to ‘the transferee _ 


company' (i.e., the bidder) and it was decided that those words 
could not include the plural and that consequently companies 
bidding jointly were outside the ambit of the section. 

It seems that there should be legislation to clarify this point 
so that the section 209 provisions apply in a case where com- 
panies are bidding jointly. 


x ‘ AX 
Insider dealings 


(4) The Jenkins Committee add that a , director who in 
any transaction relating to the shares of his company makes 
improper use of a particular piece of.confidential. information 
should be liable to Vi E a person who suffers from his 
action in so doing. > 


`æ 


Comment 
As shown by the ‘Justice’ report. on de subject, this recom- 


mendation is inadequate since a purchaser in a Stock Exchange ' 


transaction would have difficulty, first, in identifying the seller: 
and, secondly, if he did identify him as a director of the com- 
pany whose shares he was purchasing, in proving that he would 
not have purchased the shares.from any other person and, conse- 
quently, had sufféred loss only because he purchased from a 
director. Such a purchaser would, therefore, have considerable . 
difficulty i in establishing a claim for compensation. 

The Stock Exchange considers that insider dealings should be 
made a criminal offence, this view having already been expressed > 
in a published statement issued by the Panel on 'T'ake-Overs 
and Mergers which had the support of the Stock Exchange. 

Five particular aspects of the matter appear to require 

consideration. They are as follows: 


| (a) The definition of ‘Insiders’ 


This should comprise not only directors and their wives but Te 
employees of companies and associates or advisers of companies 
who have had access to particular confidential information. . 


(b ) Outright prohibition of a director dealing in 
the. shares of his company : 


The Stock Exchange would for the reasons stated below resist 
_ strongly any suggestion that a director should be banned from 
¿. dealing in the shares of his company except at certain specific 


“ACCOUNTANT * uos ud 


i 


times iri M year such as, for exainple, the week immediately , 


following the issue of the company's annual accounts. In certain. `. 


cases a director could suffer personal hardship as a result of such - 


a ban and it would seem to be an unnecessarily severe restriction 
of.his right, in common with any other person, to acquire, or 


dispose of property. It is valuable to the investing public that ' 


a director of a company should be able to: demonstrate his faith 
in the future of that company by having a stake in it. It is 
considered that the appropriate provisions’ for regulating. the 


conduct of directors in such dealings are the disclosure pro- - 
visions currently in. force as amended in the way suggested 


, 


below. i 


- 


( c) Notification of dealings by directors and 


substantial shareholders 


Under the provisions of section 27 of the Cinca Act 1967 - 


(‘the 1967 Act’) à director must notify to. his company all 
dealings i in its shares, but is allowed 14 days in which to do this. 


If the period for notificatiori were drastically shortened and if. 


listed companies were required by the Stock Exchange to release 


to it the information notified to them under,that section, so that 


the information could be publicly announced by the Stock 
Exchange, improper dealings by a director might be discouraged. 


The Stock Exchange considers that such a system of acceler- . 


. ated notification to a company should be extended to notification 


of substantial shareholdings under section 33 of the. 1967 Act. 


^ 


The period of 14 days at present allowed for such notification * 


enables very substantial amounts of'a company's equity capital .. 
to be acquired and disposed of within that space of time before: i 


notification of the acquisition has taken place. As companies 
the securities of which are listed on the Stock Exchange are 


required to make the information so notified to them the subject. 


of an immediate announcement to the public it is obviously , 
important that the present time-lag allowed should be greatly | . 


reduced. 


LG EDS 


(d) Nominee holdings 


It is extremely difficult to’ prove whether or not the registered 
holder of shares is, in fact, a nominee and, consequently, a 


and be widely evaded. 


. Tt is, however, considered that the police should have power . '' 
to call for the disclosure of true beneficial ownership i in the- case: 


of suspected insider dealings. , 
It is also considered that with regard to substantial share- 


t 


general ban.on nominee holdings could prove unenforceable ;. 


holders of a company the law could be amended. At present, _ 


although a ‘substantial shareholder whose shares are registered in 
a nominee name is obliged by virtue of section 33 of the 1967 


Act to notify the company concérned of his holding, he is under ' '' 


no obligation to reveal the names in which the shares are 
registered. It is-considered that'it should be made di at 
law. for him to disclose n information. - 


” 


(e) Parsons acting in concert 


From time to time companies which ate associated ih each ^" 


other accumulate over a period of time a large holding of shares’ 


in another company so as to facilitate the acquisition of effective 
control of that company without the accumulation of the holding 
being publicly known until the point of time when the ac- 
quisition of such control has been achieved. It is clearly the 


intention behind section 33 of the 1967 Act that the identity of _ 


the ownership of a holding of equity capital of a listed company 
of 10 per cent or more in the hands of one group should be 
publicly disclosed. Consequently, it is considéred desirable that 


the disclosure provisions of section 33 should be extended to: 


cover the acquisition and disposal of an equity holding of the 


i 
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M 7 . Subjects aed by The ` 


hey $ 


Stock Exchange. -> 


+ + ^ 


"Extension of rectora. responsibilities to other 
persons : 


“The term ‘director’ is. defined in section 455 (x) (the i inter- 
- “pretation section) of the 1948 Act. It states: ‘ "director" includes 
„any person occupying the position of director by whatever 


ae “name called”. As an example of the inadequacy of this definition 


«4 .. "There appears to be a loophole which should be closed und it. 
is accordingly proposed that the law should be strengthened so, 


' it-has been held in Court that the term does not cover a control- 


«2 - ling-shareholder of a company incorporated in Great Britain. 


: ¿who dictates the policy to be adopted by the directors without 
. himself holding any official position iri the*company. 


+,- as to make accountable persons, who, although not directors in 


jo. - Reports of apoco appointed by the 


“name, are in fact managing a company "s affairs by GHECADE.! its 
directors. 


Department of Trade and Industry (DTI |” 


: CA report by DTI inspectors on a company's affairs is riot ac- 
- 'corded absolute privilege for the purpose of defamatión: pro- 
ceedings. Consequently, as a measure of prudence in certain 


aaa cases: the DTI does not make public its reports on companies. 


- 


. +7 It would obviously be advantageous if all'such reports without, 
Ey exception were made public, so that the-investing public at large 


^were-fully informed, not to speak of the company's own share- 


` holders. Further, it is important that the financial press and the. 
>... professions should have the opportunity to read all such reports. 


Incidentally, those reports which are publislied are often ‘best- 
“sellers” among publications of HM Stationery Office. 


. At law a. report of proceedings publicly held before.a court: 
` exercising judicial authority within the United Kingdom 'is- 


"nx - granted absolute privilege and it is suggested that-this absolute 


-privilege'should be extended to the report of the. pu of, a 
, DTI inquiry. a 


" x 


"Availability of directors' service contracts for 


di inspection - 


' - .. asubsidiary company of that company in respect of his director- `- 
ec .ship of the listed company, it is.a Stock Exchange requirement 


A^ 


"Where a-director'of a listed company has a service contract with 


that such contract must be available‘ for inspection by the 


E shareholders of the listed company. 


. -Under the provisions of section 26 of the 1967 Act the service 
A "contract of a director of a company is available for inspection 


“only by the members of that: company. Conséquently, where-a. 


«director of a company has in: respect of “his directorship a 
- service contrzct with a wholly-owned subsidiary of the company, 
“the shareholders of the parent company have at law no oppor- 
‘tunity to inspect his service contract. This appears to be a 


. loophole which should be closed and it is suggested that on the 


lines of the Stock Exchange requirements there should be a 
^statutory requirement that such service contracts made with a 
- subsidiary of a company should be made available for inspection 


ET by the shareholders of the parent company. - 


Share Premium Account i in Annual Äccount s 


Movements on reserves are required by paragraph 7 (1) of : 


> Schedule (2) to the 1967 Act to be disclosed in accounts, but 


i 
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there is no similar requirement s decise of movements. 
on share premium account. Under the provisions of paragraph: 
2 (c) end of paragraph 11 of Schedule 2 disclosure is required -: 


‘merely of the amount of the share premium account at the end of ' 
- the fimancial year and the. corresponding amount at the end of 


the previous year: 


I: iz recommended that; -in order to dont the applicá- * 

. tion of the share premium account in annual accounts, all 
. , movements on share premium account should be required to be 
^ disclosed. It is further recommended that this requirement be. 
comb-ned with the adoption of the recommendation of the 


Jenkims Committee for amendment of section 56 of the 1948 
Act so as to provide for the circumstances in which the share’ 


premium arises and for its immediate credit to dns share pre- 


mium account... > 


> 


Directors of companies in receivership. , : 


. The functions of the directors of a company for which a receiver 


and manager has been appointed are not at all clear. at law and it - 
is recommended that their functions i in such a situation should’. 


be clearly defined by statute; ` 


Tha following . subjects were cometen ded by "Hie ‘Stock 
Exchenge in 1960 in its memorandum to the Jenkins Committee; 


-. Notize of meéting to all equity shareholders z 
At present, in the absence of any provision in a company’s- 


articles, only those shareholders who are entitled to attend and 


vote at a meeting xi the company are entitled to receive notice 
. of it. 


It is OU that kolda of equity shares with. res- 
tricted voting rights or no voting rights should be entitled- to 
receive notices n meeting and to E meetings. -- 


r 


Certificates of Samoan | B s 


(a) Form of application for shares unaccompanied by prospectus, 


"The ssue of such a form is prohibited under section 38 (3) of 


the’ 1948 Act, but where a certificate of exemption has been 
granted in respect of the prospectus offering the shares there is, 


‘unde: section 39 of that Act, an exception from the prohibition. 


It 3 is zecommended that this exception should Ue removed. 


(b) Revocation of applications for shares 


Under section 50 (5) of the 1948 Act an application for shares. 


is irrevocable until. after the third day after the time of the 


openmg of the subscription lists, but, where a certificate of 
exemption-has been granted, an application is, under section 
50 (7) of that Act, revocable. 

It is recommended that the exception allowed by section. 
59 (7) should be TRONE: : 


Removal of certain statutory references to » 


Stock Exchange terms 


These references: are an historic survival from die time bed. a: 
daily Supplementary List was “issued by the.Stock Exchange 
comiprising securities for which only ‘ permission to deal” had. 
been granted. 

The Supplementary List is no longer published and, as the 
statu-ory references are intended to apply only to those securities 
whic. are ‘listed’ by the Stock Exchange, such references should 
be amended so that the words “being dealt in’ are deleted. In all” 


cases, -he statutory references are to shares ‘being dealt in or ' 


quoted”, so that the amendment should consist of the- deletion 
referred to coupled wita the substitution of ‘listed’ for. 
“quored”. i E s 
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VEN the most expert reading of Kemam ndata 19727 


accounts could lead to at worst wrong and at best inadequate 
. conclusions of the company's position. For Newnian Industries 
` 1972 was a year of reckoning, and the reckoning began to have 


effect in the second half of the year. In the first half there was.a l 


loss of £219,006, but the reporting of the loss brought. board- 
` roóm assurance that it would be exceeded -by the second half 


` profit. It was not, however, until late in the year that capacity 


-was employed profitably and fixed costs reduced to a new” 
- datum. x ox : 


But it is best to leave: the explanations to the chairman, 
"Mr Alan Bartlett, r.C.M2A;, J.DIP.M.A:, F.C.1.S. In 1972 certain: 


strategic decisions were implemented so that the- pattern and 


. structure of the. business has now been set for the next few 


years. The basic group policy: of engineering marketing. (the 
-` identification .and, satisfaction through engineering skills and | 


experience “of specific market needs) has been.set. “This”, 


Mr Bartlett comments, ‘demands an awareness of requirements. 


- as well as resources. It also necessitates a breadth'of manage- 


ment vision which has in the - past tended to be somewhat 


- restricted.” 


- 
M 


It was decided that to take full advantage of: the company s 
. market position, production resources should be concentrated on 
` products where the coripany has, and can apparently retain, 
true economic advantages. i E 


e ~ 


True potential sms d E PE A 


By this concentration the addon advantage^in the cette | 


^ nology of the product itself is not diminished and by suitàble 
~ planning and reorganization, relatively uneconomic. resources 
can be released for higher return use. - i 

Mr Bartlett’s view is that true growth T the expansion 


of existing: activities within an established framework is not only. 


difficult to achieve but virtually impossible to maintain. Growth 
through acquisition or diversification can be, costly and even 
unrewarding, but the Newman policy is“to encourage and 
support management where it i$ prepared to accept the chal- 
."lenge of new opportunities broader than those originally en- 
_Visaged. By that method of expansion it is hoped to optimize 
. past. investment, minimize future investment urement and 
- deyelop the true potential of management. 
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S bs Newman Industries”. 
Due d pen x Year of Reckoning | 


— 1? 


~ 


mënt of a group continental. marketing sa "based. in ‘ 


France. 


x 


Continuous exercise 


The group; the chairman admits, has 'gone through a mon 
of traumatic change; accentuated as well as accelerated. by -- 
singularly. adverse-trading conditions generally” in the engirieer- 
ing industry. This period has ended and the intention during”. 


1973 and 1974 is 'to take the fullest possible advantage of the | 


opportunities so ‘created’. The present policy is expected to 


‘provide for a reasonable period of time ahead, general para- — 


meters within which sufficient opportunities . for new growth | 


‘can be grasped as a sequence of logical expansion rather than a” 


- complete. change of direction’. a 
Shareholders are told that the order position ge ipa? is o a 


‘very good’ and each group company should-make a worth-while ~: 


profit. contribution this year. Improvement in liquidity is a E a 
-prime.objective which: will be achieved as a continuous exercise : 


over the next three years’ and. the view is that with the new” 


" an 
`~ 4 
14 
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structure of the group this target can be attained without xm 


"affecting: present expansion plans. 


It will be interesting to see how Newman Industries, whose 


.field is electric motors, drives and control systems, Hevelgpo d 


Mr Bartlett details the 1972 action resulting from acceptance 
. of these policy decisions. Action included a programme for 


identifying potential licensees for group technology and pro- 
| ducts, an agreement with Matsushita of Japan for production 
and marketing there, marketing in the United States of specialist 
machinery developed within the Newman group, , reorganization 


of the electric. motor division, restructuring of the American 


: operation, implementation of-a trading agreement with Leroy- 
- Somer, of France, plans for developing properties surplus 
through rationalization, encouraging broader marketing gener- 
ally, Feoreanication of the Australian subsidiary and establish- 


4 


“eight operating subsidiaries. " l 


under this new philosophy of management. 

‘The report itself opens, after company detail and the meeting | 
notice, with Mr Bartlett's statement and goes on to the group - 
directors’ review under six headings: management- marketing, 
production- industrial relations, finance, developments and: 


engineering. Then comes a page of management reports consist--. - 


ing of six or'so lines each from the managing directors : of. 


mu 
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Shortcomings 
In description and comment there is much of considerable 
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worth in the Newman report. But elsewhere the detail falls ~~ : 


short of accepted requirements. There is no précis of figures, .. 


* 


no historical record detail, no analysis of resources, no separate `` 


statement.of accounting policies. That is quite a list to excuse 


. by reason of the concentration of the report on group reorganiza- 
'tion:and the new philosophy and development of managenient.. 


But engineers are much thicker on thé Newman ground than .:. 


. accountants. 


By this time next: «year, when there should be more perform-" 
ance and less trauma, more profit and less tension, the Newman 
Industries” report. should provide better statistical and analytical 


service than is given now. 


In the context of this absence of statistics and analyses it may . 
be pertinent to note that whereas group directors are separately - 


indicated as managing and as directors of marketing, engineer- 


ing, productión and development, there is-no named director , 


of finance. Who was responsible for the ‘Finance’ section in the. 


group. directors’ review? _ of we, 
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City Notes 


HE decidedly bloodless boom in the equity markets goes on, 

with the key FT Index moving impressively on an impressive 

amount of business. T'he index moves points at a time when 
‘markings’ recorded are below the 9,000 mark — and we wonder 
how long it will be before the latest gadgetry on the Stock 
Exchange's new trading floor provides a more accurate measure 
of daily turnover. 

All the same, the index has moved outside the ‘sideways’ 
bracket quoted by most of those analysts taking the view that 
the equity market is — and 1s likely to stay — in no man’s land 
botween bull and bear. 

Market interest is very much in situations with the develop- 
ment of takeover activity, noted in these. pages last week, 
beginning to throw up some intriguing rumours which may well 
become fact. Tae bracketing of clearing banks with merchant 
banks is one rumour-ridden area and the retail — particularly the 
supermarket — sector is another, following the emphasis put by 
British American Tobacco Corporation on its non-tobacco 
expansion intentions. 

: It is a sign of underlying strength — or of sheer disbelief — 
‘that the Labour Party's renewed harping on plans for govern- 
ment monopoly of industry, has singularly failed to disturb 
investors in the slightest degree. The stronger the. threat, the 
stronger seems to be the market. The City always finds it difh- 
cult to accept that there are people who actually believe in 
nationalization, for all the disastrous evidence of its futility. 


* + Y 3 


T is fitting as the Stock Exchange moves into its new dealing 
floor, that the talk of the market is of the first moves towards 
Stock Exchange firms themselves having their shares quoted. 
It is also fitting that the first firm likely to go public is Smith 
Bros, one of the prominent stock-jobbing firms, and as such 
one of the key parts of a system that makes the London market 


unique. Smith Bros is one of the Stock Exchange firms that has 
introduced 'outside' capital into its operations, and just under 
four years ago was the first firm to become a limited company. 
Last April the SE. Council laid down the regulations concerning 
the quotation of Stock Exchange, limited companies” shares. 
For jobbers like Smith Bros one of the regulations is that they 
will not be able to deal in their own shares, 


HE Stock Exchange's contribution to the current discussion 

on company law reform as noted on other pages in this issue, 
is concerned in particular with ‘insider dealings’ — a subject to 
which tae Exchange has already contributed vía the Takeover 
Panel. 'The problem is not necessarily in detecting such dealings, 
but in establishing that the ‘insider’ was in fact inside — or, if 
guilty, should go there! Disclosure of names behind nominees 
and of "warehousing' operations, restriction of directors' share 
dealings to specified times during the year, and immediate 
notification of those dealings, are other Stock Exchange points 
made. 


N line with current vogue rather than thought, is the present 

suggestion for a Commission of Inquiry into the City. These 
are days of Everest-high moral tone, when soul-searching is the 
order of the day. Everyone 1s his own Puritan, and for the time 
being even people living in the most obvious of glass houses 
can hurl bricks with comolete impunity. Mr Heath's speéch- 
writer wno thought up “the unacceptable face of capitalism’, has 
much to answer for. Even more now than when the phrase was 
coined; Zor since then, Lonrho shareholders have voted over- 
whelminzly in favour of the unacceptable. That ought to be 
worth a Royal Commission in itself. i 


RATES AND PRICES 


Closing prices, Monday, June TIJ, 1973 


Bank of England Minimum Lending Rate ~ June Sth, 1973. 7196 


Treasury Bills 
April 6 .. £78738% . May i1 . £7:360496 
April 13 ky uiua sag YG May 18 -» £7°2483% 
April 20 .. £76695% May 25: .. 47195996 
April 26 47 669595 ]une 1 .. L7 1604% 
' May 4 - £75077% | June 8 - £7°1539% 
Money Rates 
Day to day .. 72-8 96 Bank Bills 
7 days Vd 7í- 84% 2 months 81-8196 
Fine Trade Bills 3 months 81-843 95 
ï months .. 91-10395 4. months 81-8196 
2 months .. 910% 6 months 83-8196 
3 montbs .. 91—10$96 i 
; Three Months’ Rates "NN 
. Local authority deposits oi — 9€ 
Local authority bonds 83 - 8i 
Sterling deposit certificates 9$ — oi 
Euro-sterling deposits 10% —10$ 
Euro-dollar deposits .. 845— 94 


Finance House Base Rate — June 1st, 1973. 94% 
Retail Price Index (16.1.62 —100) 176.7, 16.4.73 (from 173'4) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certiricates no longer on offer). 


Foreign Exchanges 
New York 


2:5732 Frankfurt 6°7450 

Montreal 275075 Milan 1527°50 
Amsterdam 7*1600 Oslo 14'3000 
Brussels 07*5250 Paris 11:0800 
Copenhagen I5'0400 Zürich 7'9250 

Gilt-edged 

Consols 4% 39% Treasury 9% 1994 904 
Consols 25 % sf 24 Treasury 84% 84-86 gixd 
Conversion 34% — .. 34% Treasury 8195 87-90 .. 85i 
Conversion 3196 1974 97i Treasury 64% 1976  .. 903i 
Funding 33% 99-04 =~ 408 Treasury 34% 77-80 .. 744 
Funding 54% 78-80 80%. Treasury 3196 79-81 73% 
Funding 53% 82-84 77ixd Treasury 5% 86-89 644 
Funding 54% 87-91 68% Treasury 54% o8-12 .. 57i 
Funding 6% 1993 .. 68): Treasury 2196 um 248 
Funding 6156 85-87 778 Victory 4% zm 984 
War Loan 34% ; 34k 


Savings 3% 65-75 92 
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 WILLSON & MAINPRICE ON - 


VALUE ADDED T 


By D. J. WILLSON, H. H. MAINPRICE and E. L. GOMECHE | M 
Presented in 2 Volumes. £1 2-50 


Stating the Law as at April Ist, 1973, when VAT commenced. 


These two volumes contain the most thorough coverage of 
VAT, in all its aspects, which has yet been published. Not only. 


'are the Finance Act 1973 and the statutory instruments made 


thereunder explained and commented on in great detail, but 


also there is a section dealing with VAT in the EEC and also 


those countries which are not in the EEC which have adopted a 


VAT system. This latter section will be of inestimable value to 


all concerned with trade on the continent. 
Volume I of the work, which is 370 pages (approximately) 


in length, contains detailed commentary on VAT as it is applied 


in the United Kingdom, and refers to case law from Purchase 


"Tax, and other indirect.taxation acts, which are, or may be 
‘applicable, to VAT. It also analyses the scope and coverage of 


the tax in great detail and deals with its relationship to other _ 


taxes as well as suggested accountancy procedures. 


It is fully annotated and cross-referenced and contains a- 


comprehensive index. 





Postage and Packing Free 


Volume II contains the relevant portion of the Finance Act 
1972 which deals with VAT, fully annotated and cross-refer- 
enced to Volume I, as well as all statutory instruments, Customs 
and Excise Notices and Notices published by the President of 
the VAT Tribunals up to April 1st, 1973. 


In addition it contains the relevant EEC Directives and the 
1973 Budget resolutions which affect VAT. 


Included in the purchase price is an up-dating service to- ^ 


March 31st, 1974, which will consist of a minimum of three 
cumulative supplements. 


It can be confidently stated that this work will prove to be 
essential to all those who have to deal with this new and 
complicated tax. 


Send all orders with cheques be to: VAT Planning &. 
Publications Limited, ae House, 14 Pall Mall, London 
SW1. Room G7. 








We exaggerate, of course. But it does iliustrate our acm that one 
doesn't have to go to extremes in the quest for industrial or | 
commercial property. Not when it’s so easy to contact an organisation: 
which has specialised in such property for nearly 120 years. — 

. Maybe we have just the site, or the goma you're E i Or. 
-And much nearer home. 





. Industrial Estate Agents and Auctioneers 


Kings out Exchange St Manchester M2 3AX. Tel: 061- 834 1814 


2 Duncan Terrace, City Road, London N18BZ. 
Tel: 01-278 6951. 
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If your business operations involve 
more than one country...get the 
planning help you need, fast with 
] TAX MANAGEMENT 
-INTE ATI ONAL | 











pem 
E. 
gr 
pen 
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Corporate fiscal activities are increasingly world-wide in scope. MONTH LY 
These binational and multinational operations require a INTERNATIONAL 
unique expertise in business and tax planning...and that's REVIEW 


what you get with Tax Management-International. 
Tax Management-International is a program of country-by- 


country studies and analyses of the complex tax and other TAX MANAGEMENT INTERNATIONAL PORTFOLIOS 


corporate aspects of multinational business operations. Each Argentina (253) - Luxembourg (164-2nd) 

is prepared by a recognized international fiscal authority and - Austria (222-2nd). Mexico—Income Tax (136) 

presented in convenient portfolio form. Each portfolio con- Balgium (93-4th) Netherlands (150-2nd) 

sists of: a Detailed Analysis of multinational tax planning and Cane da (45-3rd) . Netherlands Antilles (263) 
- foreign investment; Working Papers, with step-by-step check Colombia (260) New Zealand (173) 

lists and prototype documents such as treaties and govern- Denmark (181) Philippines (112-2nd) 

mental forms; and Bibliography and References, covering |. France (39-4th) Puerto Rico (139) 

supplementary information sources. And, each portfolio is Greece (194-2nd) Republic of Ireland 

subject to continuous review and updating. © Ed South Af ol 

You also receive the monthly International Journal pre- eras (250) E | Spain On ) 

pared bv renowned authorities from’ around the world. It Italy (84-2nd) Switzerland (82-2nd) 

reviews current world developments affecting the international ` Jepan (51-5th) United Kingdom (68-4th) 

corporate and tax fronts... plus periodic world-wide corpo- Jepan—Regulation (97-2nd) ^ West Germany (174-2nd) 


rate tax rate tables and special bibliography. - 


” 


TAX MANAGEMENT INC. 


Attn: Mr. Callan McNeely 
140 Great Portlar d Street, London W1N 5TA 


Please send me the portfclio titled o.) and 
the current International Jcurnal. . ` l 


(Signed) 


a 
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Representation of the Professions 


Presidential Address at ICMA Annual Meeting 


br s4th annual general meeting of the Institute of Cost and 
Management Accountants was held in London last Saturday. 
As noted elsewhere in this issue, Mr Cyril A. Herring, B.SC. 
(ECON.), F.C.M.A., J.DIP.M.A., was elected President of the 
Institute for the ensuing year. The Vice-Presidents are Mr 
D. E. Edmonds, F.c.M.A., and Mr A. I. G. Farquharson, C.A., 
F.C.M.A. 


Presidential Address 


In the course of his Presidential address to the meeting, the out- 
going President, Mr A. W. Howitt, M.A., F.C.A., F.C.M.A., 
J.DIP.M.A., said: 

When the Commission of Inquiry into Industrial and 
Commercial Representation started work, it rapidly became 
apparent that many business and professional men did not 
fully understand the type of representation that they needed. 
Representation is not just a matter of writing a letter to an 
MP or to the press; this is only a minor part of what represen- 
tation involves. In modern times, policy is formed in White- 
hall; it is almost true to say that the laws are enacted there 
since, whether MPs like it 
or not, Whitehall has taken 
over a large part of the formu- 
lation of legislation. Once a 
Bill has been prepared, it has 
become increasingly difficult 
to make substantial alterations 
while it is passing through 
the House of Commons. Any 
representation, therefore, 
needs to be heard at the stage 
of a Bill's conception; cer- 
tainly, at the stage of formu- 
lation and drafting of the Bill. 

Consultation between 
government and those who 
would influence legislation is, 
therefore, necessary. Con- 
sultation has been going on for many years and is not in itself 
new. However, there have been substantial changes in the form 
of consultation recently, such as the issue of Green Papers. 
There has, in fact, been a genuine change of style. 

In the words of the Commission's report: 'the emphatic 
declamation of a written statement, prepared in committee 
and delivered in the presence of a rock-like deputation, can 
be used as a blunt instrument to stun Civil Servants into silence 
but it is no way of entry into government thinking and it is 
not much of an invitation to the Government to enter into the 
thinking of professions'. Modern representation must, therefore, 
be more sophisticated than that previously used and this itself 
implies that it will be more expensive. To quote the Commission 
once more: “this is not merely because mouthpieces come cheap 
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compared with men who have the ability and know-how to 
impress the Civil Service but because of the need to equip the 


representative with the material he needs. He must have at his 


command facts and figures which he can deploy where needed; 
many of them may never be used but they must be available”. 

In another context, modern representation has been described 
as constantly keeping open and dredged the two-way channel of 
communications. It is important to realize, therefore, that long- 
term consultation is as important as short-term representation 
about specific legislation. 

From a profession's point of view, in particular, it is important 
to react not only so as to protect one's own interest but to consult 
on a continuing basis so that, in the national interest, the pro- 
fession may make its contribution, both to the benefit of its 
own status and the advantage of the community. There is a 
number of ways in which representation can be organized and it 
is not easy to lay down clearly understandable standards of 
effectiveness. It is obvious that a small institute run by ex- 
ceptionally capable men may be as effective as an institute with 
greater resources. The converse is also true but both are true 
only exceptionally and for a time. It is, in general, unlikely that a 
small body can carry out effective representation in the modern 
style. ! 
It was certainly clear to the Commission at an early stage that 
many trade associations and employers' organizations considered 
that they made effective representation to government, but it 
was equally true, as a result of discussion with government, that 
very few of these bodies did, in fact, make effective representa- 
tion. There is, of course, a school of thought that government 
likes representation to be weak and fragmented so that it can 
choose whichever ideas it likes from each of the bodies making 
representations and then publish its own version of what 
representations the industry or profession has made. This 
I do not believe to be the case; government wants bodies 
that are strong and efficient and government departments judge 
them by that criterion. 

If I may be allowed one last quotation from the Commission's 
report: the successful associations are genuinely representative 
of their members’ interests, explain these clearly to government, 
press their arguments effectively to Ministers, Parliament, 
officials and public opinion, and communicate the response 
effectively to their members. In all these functions some 
secretariats demonstrate a high standard of ability and knowl- 
edge and are backed by adequate financial resources. At the other 
extreme, the officials are employed on a part-time basis and thus 
tend to be understaffed and overworked'. It is not surprising 
that, in the latter situation, one frequently finds that government 
prefers to by-pass the professional body and to go direct to 
individual members for advice. 

Some, possibly most, institutes and associations have tended 
in the past to rely heavily on the services of honorary officers. 
This has sometimes been successful but inevitably some 
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honorary officers are more effective than others. Some have 
been used to dealing with government departments in their 
businesses; others have not, and hardly have time to learn 
during a year in office. Moreover, with the pressures of life and 
the increasing need for representation and consultation, it is 


becoming increasingly difficult to find honorary officers who are 


able and willing to devote sufficient time to association or 
institute affairs. 


It follows that increasing reliance must be placed on the staff 


of the body and it is essential that the top man on the per- 


manent staff should be of a calibre which enables him to talk to 


| 7 _ the top Civil Servants. It is, probably, placing it too high to say 


3 — that the senior man should be of permanent secretary calibre 


but he should certainly be of under-secretary calibre and be able 


to hold his own when it comes to discussions at permanent 





secretary level. Such a man must be supported by capable staff 


at the lower levels, since no man-can carry out effective repre- 
sentation over a wide range of the Civil Service hierarchy and he 
- must have sufficient staff below him to operate at their own 


suitable levels. 


Need to ensure continuity 


The president of a professional body cannot, therefore, do this 
sort of work alone; he needs a first-class staff to back him up. 
Presidents do not have time for the continuous contact required 
nor, indeed, can they provide proper continuity since they are 


_ only there for a year at a time. Frequently, the honorary officers 
are not available when required and it is necessary for the rele- 


vant government departments to know the various members of 
the secretariat and to be able to contact them without reference 
to the honorary officers. It is essential for the secretariat to be 
able and willing to ‘take a line’ and to express a quick opinion on 
occasion without reference to the council. Basically, this type of 
representation is necessarily expensive and you get the type of 
representation that you pay for. 

Undoubtedly, one of the benefits which should have been 


 obtainable from the unsuccessful integration scheme was 
improvement in the representation of the accountancy pro- 
fession by concentrating it into one body which would have 
.. been able to afford a very high calibre of representation. The 


failure of integration must be regretted for this reason, even 
if some of us may have welcomed it for others. 
It seems very doubtful whether full integration of the pro- 


.. fession can be regarded as a live issue for the next few years. 


It is, probably, better to recognize that integration in that 
sense is dead for the time being. However, the question of 
representation is one that must be given due consideration in 
any possible talks between our Institute and the Association 
of Certified Accountants. To say so is not in any way to question 


. the ability of the present staff of either body but merely to high- 


light the obvious fact that one first-class team may be reasonably 


- supposed to be cheaper than two. Moreover, in the case of our 
. own Institute, we have substantially increased the numbers and 


calibre of staff over the last few years — this was one of the major 
contributions to the Institute of our former secretary, Malcolm 
Walters — and it is early days yet to assume that we have neces- 
sarily gone far enough. The matter needs continuous review in 
the light of the ever-increasing demands on the staff. 


The failure of integration 


I would now like to say a few words expressing — as throughout 
this paper — a purely personal view, about possible steps which 
some have suggested should be taken following the failure of 
integration. 

I believe that many members of our Institute voted for inte- 
gration because they felt that there were real advantages in the 
scheme, both to the community in avoiding confusion between 
the various accounting bodies and to themselves in becoming 
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chartered accountants in the resulting integrated body. It does 
not follow that the same number will see equivalent advantages 
in becoming or merging with the certified accountants. I have 
little doubt that the same is true of the certified accountants and 
that they would see no particular merit, per se, in becoming cost 
and management accountants or merging with us. On the other 
hand, this is not to say that a change should be resisted just 
because, for the present at least, full integration is unobtainable. 

A merger between the two would produce one body with 
26,000 members instead of two with 1 3,000 members each. 
One might reasonably expect (but should only do so with 
caution and with the intention of looking into the matter in 
detail) that doubling the number of members, and thus the 
funds available, would lead to more money being available 
for matters like representation and joint research, coupled 
with any obtainable economies in administration etc. No one 
doubts that there are real difficulties in the matter; in particular, 
the Certifieds are justifiably proud of their practising rights 
under section 161 of the Companies Act, whereas we are equally 
justifiably proud of our unique position as being the only body 
which is wholly devoted to management accountancy whether in 
industry, commerce, public service or elsewhere. 

While there may well be many members of both bodies who 
would reject any question of a merger out of hand without proper 
consideration, I have urged that the matter should be thoroughly 
gone into. There has been no real evidence of a strong feeling in 
favour of a merger between the two bodies and such views as 
have been expressed in favour have largely come from members 
employed in academic posts, a number of them having dual 
qualifications of the two bodies. As far as I am aware, no serious 
effort has been made by either body to sound out its members 
on this subject. Both bodies, and in my opinion rightly so, have 
preferred to concentrate their attention on the preparation and 
presentation of petitions for royal charters. I think it is doubtful 
whether either Council will be seriously interested in merger 
discussions until the question of the royal charters is resolved 
one way or the other. 


Co-operation between accountancy bodies 


The failure of integration should not be taken to mean that 
there is no co-operation between the various accountancy 
bodies. Indeed, there is a lot more co-operation than is probably 
realized by many accountants. Mr Howitt then enumerated, as 
follows, the various committees etc., involved, not all of which 
(denoted thus *) include an ICMA representative: 


Standing Conference on Degree Studies and the 
Accountancy Profession 


Advisory Board of Accountancy Education 
Accountants' Joint Parliamentary Committee 
Accounting Standards Steering Committee (ASSC) 
Joint Diploma Board 

Overseas Accountancy Examinations Advisory Board* 
Accountants' International Study Group* 


International Co-ordination Committee for the 
Accountancy Profession (ICCAP) 


Groupe d'études des Experts Comptables de la CEE* 


Union Européenne des Experts Comptables, 
Economiques et Financiers (UEC)* 


Mr Howitt concluded: I hope that what I have said will serve 
better to inform members of certain activities of the Institute, 
to make clearer to them the meaning and importance of repre- 
sentation and help them to consider the implication of those 
matters in terms of Institute organization, costs and staffing. 
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Letters 


Case Against Corporation Tax 


SIR, — Your editorial ‘Imputation System Shocks’ (May 24th) 
does not provide me with any shocks — although I regard the 
system, whether ‘classical’ or ‘imputation’, as shocking. The 
revelations of ED12 merely serve to underline my continued 
contention that all taxation is too complicated for words. 


There is no longer any real justification for corporation tax at 
all. Its existence complicates business decisions, its incidence 
is uncertain and irregular and its impact on company profits is 
nil, since the cost of company taxation is passed on to the 
consumer in the pricing structure of the commodity or service 
being sold. 


As to the economic effects as part of government policy, a 
recent article in the Harvard Business Review is distinctly 
illuminating. Robert S. Sobek reveals that *. . . a comprehensive 
econometric model of the economy developed by the Chase 
Manhattan Bank shows that corporate tax cuts and increased 
defense spending would be less effective in raising employment 
and incomes and have a briefer effect on economic growth than 
a tax credit of the same fiscal magnitude". 


Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL. 


Personal Taxation 


Sir, — Now that we are ‘enjoying’ Mr Barber's new system of 
personal taxation it might seem ungrateful to suggest further 
improvements. 


First, however, there is a case for reducing the investment 
surcharge to 1o per cent to bring it more closely into line with the 
old difference between earned and unearned income. At the 
same time, the exemption from surcharge of the first £2,000 of 
investment income seems distinctly generous, coming on top of 
other incentives for selected forms of savings, and it would not 
be unreasonable for it to be reduced to £500 for a single person 
and £1,000 for a married couple. These figures could be doubled 
for persons over retirement age as they have more right than 
most to enjoy income from past savings. 


A more widespread grievance is the discrimination against 
married women who stay at home or have only small part-time 
jobs, particularly if they also have investment income. The 
amount given to a married man by way of additional tax allow- 
ance for maintaining his wife has fallen from 75 per cent of the 
single man's allowance in 1954-55, to little more than 30 per 
cent from 1972-73, and is now less than he would receive for 
keeping a two-year old toddler! 

It would seem that the time has come to abolish what little is 
left of the married man's allowance and to give all adult tax- 


payers, married or single, an allowance of, say, £750 per annum 
free of income tax. Married couples living together should be 
allowed to set their joint allowances against their joint income. 


It would be argued that this would be too costly to the Exchequer- 


(a favourite excuse for perpetuating unfairness) and that it 
would reduce the incentive for married women to take full-time 
employment. As a compromise towards meeting these question- 
able objections, a wife could be allowed to transfer, say, two- 
thirds of her unused allowance to her husband and vice versa. 

There are a number of other ways in which the personal tax 
system could be improved, including the reintroduction of a 
reduced rate of tax on small incomes, but implementing the 
suggestions made above would give the Chancellor quite a lot 
to think about between now and his next Budget. 

Yours faithfully, ; 
Ryde, I.W. L. T. Le S. FILLEUL, F.c.a. - 


Suspect Salary Surveys? 


Sir, — I am prompted by the report on page 744 of your issue E 
of May 31st on the results of a salary survey published by a — — 


recruitment agency operating from Guildford to question the 
validity of some of these exercises. A survey such as the one 
published annually by AIC, which is conducted on a national 
scale on the basis of figures supplied by employers, has got a 


claim to be treated seriously, but over the past few years we - 


have seen a number of recruitment agencies jumping on the 
bandwagon with their own mini-surveys. 

Your report mentions that this latest one is related to the 
London and southern counties area, and one wonders just how 
representative it is of the country as a whole — particularly as 
there is some evidence of differences in the geographical dis- 
tribution of the memberships of the various bodies. We are 


left to presume that the data have been collated from the . ag 
agency's own records and, if this is correct, it increases the .— 


possibility of statistical bias. 





For the sponsors of the survey to conclude from this question- — 
able material that because there have been no ACCA students — 


through their hands in this period, this indicates that their 


numbers have been reduced, is quite ludicrous. Have they never _ OR 


studied the figures given each year in the Association's annual 


report? They are equally out of touch with their comment that > 


its students have to put up with courses primarily geared to 


other examining bodies requirements. With a fragmented — | 


profession, such compromises are inevitable, but there is no 


evidence to show that the Association's students are relatively — 
worse off than those of other bodies. Again, the sponsors should — ~ 


read the Association's literature and consult the authorities 
before making such half-baked comments. 


These kind of salary surveys make good publicity for their Er 
sponsors, but on most other counts they are highly suspect 


because of their doubtful statistical validity. 
Yours sincerely, 
Harpenden, Herts. DESMOND GOCH, r.c.c.A. 
Inflation ? 


Sim, — I note a further sign of rapid inflation which would 
appear to be directly due to the Inland Revenue. The building 


which houses our local Inspector of Taxes and other govern- - Ee 


ment departments has ceased to be Crown Court, and has 
become Sovereign House. 


Yours faithfully, 


Hertford. G. LITTLECHILD. 
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Typing Cost? 


CCORDING to Bob Woollard, man- 

aging director of CAS Telephone 
Dictation Systems, few companies realize 
how much secretarial services are costing 
them. Investigating the cost of typing 
services showed that in Central London a 
typist must be costed at about £3,000 a 
year and a secretary at about £5,000. 
These costs include overheads incurred 
directly by the employment of a typist or 
secretary. In the provinces they can be 
reduced by approximately £1,000 each. 

In the second part of their investigation 
CAS Telephone Dictation Systems ana- 
lysed 200 secretarial work stations in 
one company to establish a production 
norm. On average each girl produced less 
than 100 lines of A4 type per day. Taking 
a mean costing of £4,000 per annum and 
assuming 250 working days a year, each 
line of type costs 16p or a ten-line letter 
£160. 

After a telephone dictation system had 
been installed it is claimed that each 
girl was able to produce 600 lines of 
A4 type a day, a productivity increase 
of 600 per cent. Taking advantage of 
natural staff turnover to effect a reduction 
in staff the total wages bill was cut by 70 
per cent. 

Undoubtedly some of the increased 
productivity was achieved by better 
organization of the typing services and 
by better supervision. In a similar 
investigation conducted in West Germany 
the theoretical increase in typing pro- 
ductivity directly attributable to the 
installation of a centralized dictation 
system was worked out at around 50 per 
cent. 





Magnetic wall chart for forward planning. 


Ree = ST THE _ 
x 


DRAG 
e - a 
a, 


ACCOUNTANT. 


How Much Does 


However, it is a common experience 
that where centralized dictation replaces 
the use of shorthand typists the actual 
increase is well in excess of this figure. 
The figure of 600 per cent quoted is by 
no means excessive where under the 
previous system the typing services have 
been used inefficiently. In addition to 
direct savings inherent in dictation 
systems even larger savings are often 
made possible by making other arrange- 
ments for the non-typing tasks per- 
formed by secretaries. 


Centralized Audio Systems Ltd, 4o 
Crawford Street, London W1H 1HA. 


Charts for Forward Planning 


RONEO VICKERS magnetic wall charts are 
claimed to give maximum information in 
minimum space. They are supplied in 
four main variations and a number of 
sizes. Vertical charts for bar charting are 
made in two sizes, one providing 95 
vertical lines and the other 60 vertical 
lines. Horizontal charts for linear control 
are in three sizes allowing 95 lines, 60 
lines and 43 lines respectively. 

A variation of the horizontal chart 
incorporates a visible card index system. 
Modular charting is provided for by a 
series of narrow panels which slide in a 
double trackway attached to the wall and 
which can be extended to any length. 
Each panel will take up to 120 lines 
of information. Permanently magnetized 
cylindrical signals in ten colours and fout 
lengths plus magnetic text plates provide 
flexibility in building up information. 


Roneo Ltd, Roneo House, Lansdowne 
Road, Croydon CR9 2HA. 


Confidential Telephone 
Conversations 


AN electronic scrambler device recently 
introduced by EMI ensures that a tele- 
phone conversation cannot be understood 
if it is accidentally overheard. Known as 
the Privateer, the device can be fitted to 
either public or private telephone net- 
works. However, when in use the con- 
versation can only be intelligible if there 
is matching equipment at the receiving 
end. 
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Anita 811 pocket calculator. 


The scrambler unit can be located 
either near the normal telephone junction 
box or fitted unobtrusively to office 
furniture. 


It is believed that this is the first time a 
scrambler device has been offered for 
commercial use in this country. 


EMI Industrial Components Division, 
EMI Sound and Vision Equipment Ltd. 
252 Blyth Road, Hayes, Middlesex. 


Pocket Calculator 


SUMLOCK COMPTOMETER have introduced 
a pocket calculator — the Anita 811 — 
weighing 6 oz and selling for £75. 
Accuracy in chain calculations is a 
feature claimed for this machine which 
also incorporates automatic percentage 
facilities. Unusually for this the product is 
being distributed through trade channels. 


Sumlock Comptometer Ltd, Anita 
House, Rockingham Road, Uxbridge, 
Middlesex. 


Automatic Typewriter 
for Text Processing 


CALLED the IBM Magnetic Card 82, a 
typewriter system which can hold up to 
8,000 characters in memory and up to 50 
magnetic cards was recently announced 
by the Office Products Division of IBM. 
The main use for the equipment is in the 
preparation and correction of text, for 
instance in preparing company reports. 


When an additional word is inserted 
the typist only has to type in the required 
change; the machine automatically moves 
over the ensuing text. Or if a deletion 
is made it will automátically close it up. 
Further variable information entered via 
the keyboard can be merged with 
standard material stored on magnetic 
cards. Even the correction facility an- 


- 
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nounced recently with the Selectric 82 
typewriter is incorporated so that if the 
typist makes a mistake she can correct it 
using the ‘correction’ key. The correction 
is then automatically transferred to 
memory. 


The equipment costs from £5,599, 
monthly rental £144:40. It is, however, 
one of the most versatile text processing 
machines on the market. 


IBM United Kingdom Ltd, Office 
Products Division, 101 Wigmore Street, 
London W1H oAB. 


Printing Calculator 


AN electronic printing calculator — the 
Commerce II — has been added to the 
Addmaster range. Features of the machine 
include an accumulating store, last 
number recall and a choice of five 
decimal settings. Answers are selectively 
rounded or truncated, but during cal- 
culations the decimal floats for maximum 
accuracy. Printing capacity is ten digits. 


The calculator costs £149 (plus £14:90 
VAT) and is available on 14 days' free 
trial. 


Addmaster Corporation (UK) Ltd, 
Mortimer Road, Mitcham, Surrey CR4 
VIP. 


Calculator for Statisticians 


THE new Hewlett Packard 9805A Stat 
calculator is designed for statisticians who 
analyse data to generate histograms, or 
calculate mean and standard deviations 
and other statistical calculations. In all 
there are five variations to the basic 
model, two of which are compatible with 
an optional plotter. 


Hewlett-Packard Ltd, 224 Bath Road, 
Slough, Bucks. 
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Stamp Dispenser 


THE Twinlock-Postafix holds a magazine 
of 500 postage stamps. With a single light 
pressure it dispenses a stamp, moistens it 
and presses it into the correct position on 
an envelope or parcel. 


Costing £9°98 the dispenser is available 
in two colours for first- and second-class 
mail. It would appear to offer an eco- 
nomical solution for any office where there 
is a fairly large inland mail, but not large 
enough to justify a franking machine. 
Speeds of up to 60 stamps dispensed per 
minute can be achieved. 


Twinlock Ltd, Croydon Road, Becken- 
ham, Kent. 


Dual-purpose Storage 

Unit 

A NEW storage unit announced by Wel- 
construct combines two rows of lateral 
filing and cupboard space with two ad- 
justable shelves. 


The filing folders take up to foolscap- 
sized documents and are designed for 
either linked or unlinked use. Provision of 
a seven-inch deep index tab makes 
identification easy. 


The cabinet measures 6 ft by 3 ft by 
1 ft 6 in. deep and is finished in dove grey. 
Locking is achieved by an espagnolette 
bolt. Complete with 100 files the storage 
unit costs £34:40. 


Welconstruct Co Ltd, Birmingham 
Br 30B. 


Secretarial Desk 


A SECRETARIAL desk announced by Abbess 
has been designed so that when a heavy 
electric typewriter is used on it, it will not 
vibrate or bounce. 


Available in several different con- 
figurations and finished in teak, prices 
range from £7240. 

Abbott Bros (Southall Ltd, Abbess 
House, Southall, Middlesex. 


Microfilm Camera 


A 16 mm microfilm camera to record 
documents of unlimited length by 12 in. 
wide has been introduced by Agfa- 
Gevaert. A desk-top model measuring 
17X 161 x 8 in. it can be operated by any 
member of the office staff, requiring 
about as much expertise as the average 
modern office copier. Approximately 
2,500 A4 size documents can be ac- 
commodated on a standard 100 ft roll of 
microfilm. 

The camera is of the type known as a 





Agfa-Gevaert microfilm camera. 


flow camera in microfilm jargon. One 
suggested use is to alleviate the paper- 
work problems inherent with the intro- 


duction of VAT. 


The legal position with regard to 
micro copies is explained in Microfilm — 
some Legal Implications, published by 
the Business Equipment Trade Associa- 
tion. 


Agfa-Gevaert Ltd, Brent House, Great 
West Road, Brentford, Middlesex. 


Letter Opener 


AN electrically-operated letter opener, 
Model 1192, introduced by  Pitney 
Bowes, will open letters up to 4 in. thick 
and 12 in. in length, including heavy 
envelopes such as brown Kraft. It is said 
to be suitable for offices receiving a small 
to medium volume of mail and for those 
where envelopes are opened on two or 
three sides to ensure the whole of the 
contents have been extracted. 


Pitney-Bowes Ltd, The Pinnacles, 


Harlow, Essex. 


A Place for Everything 


THE feature of a new range of desking 
introduced by Maple Interiors is a series 
of worktops incorporating built-in re- 
cesses which accommodate loose items 
such as paper clips, pens, and ashtrays. 
In addition there are recesses for the 
items used by various kinds of office 
worker. 

The typists worktop has station- 
ery dispensers, for example, and 
executive-type tops have telephone re- 
cesses. Various combinations of desk 
tops and pedestals are available which are 
mounted in a black painted steel frame. 
The tops and pedestals are finished in 
either grey or coral. Prices for units 


ranges from {49 to {£120 exclusive of 
VAT. 
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Outright Militancy at London's AGM 


As. compromise move in the fight 
by articled clerks to gain autonomy, a 
national minimum wage and more say in 
the affairs of the Institute were firmly 
rejected by members of the Chartered 
Accountant Students’ Society of London 
at their annual general meeting on Tues- 
day of last week at Chartered Account- 
ants' Hall. 

Resolution after resolution calling for 
improvements in the wages and condi- 
tions of employment of student account- 
ants and more power for the Society were 
pushed through in the face of opposition 
from the London and District Society 
representatives on the Executive Com- 
mittee. 

The militant mood of the packed 
meeting was set by the Society's Chair- 
man, Richard Vinson, B.A., in his intro- 
ductory speech to the presentation of 
the annual report and accounts. 


Not a 'bowls or tennis club' 


He said: 'CASSL is now a pressure group. 
It is no longer just a bowls or tennis 
club. It is now a political body working 
for your interests — to promote the in- 
terests of its members both for the 
present and the future, using research, 
publicity, negotiation and, when neces- 
sary, campaigning. 

“This shift is essential in order to 
satisfy the far more sophisticated needs of 
present-day members. Students are no 
longer satisfied with a paper tiger which 
is really dominated by senior members. 
They want effective representation'. 

The Society was, he maintained, 
developing with the whole student 
movement the stature and experience 
which was necessary for it to be effective 
and to contribute towards the develop- 
ment of the profession. 

"We have been accused of agressive or 
confrontation politics and of adopting a 
stance which is harmful. This is an 
attempt to counter justified criticism we 
have made of the profession — secrecy, 
poverty, poor training, inequalities.’ 


"Gross exaggeration' 


Mr Philip J. Hughes, F.c.a., a repre- 
sentative of the London and District 
Society on the Executive Committee, 
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Richard Vinson, B.A., the Society's Chairman, 
‘we are no longer a bowls or tennis club’. 


attacked Richard Vinson for the “ex- 
travagance of terminology' in his report. 
Mr Hughes said that he did not accept 
the allegation that members of the pro- 
fession were prepared to hire prospective 
entrants with little concern for the stan- 
dard of living of their new employees. 

Nor did he accept that there was a 
stigma attached to the term 'clerkship' 
dissuading the intelligent and imaginative 
from joining the profession. "This kind 
of remark was a gross exaggeration and an 
insult to the profession.’ 

‘If these allegations were true, why 
did 5,500 students register articles in 
1972? he asked. 

John Haggerty retorted from the floor: 
'But how many last the course? How 
many get cheesed off with the way the 
examination system is run and the fact 
that their principals don't care? I think 
it is a shame that the London and 
District Society representative should see 
fit to get up and slate the Chairman for 
what he has done”, he declared. 

In spite of Mr Hughes's comments, 
Pradip Pattni, Chairman of the Society's 
firms” representative committee, pro- 
posed a resolution calling for student 
representation at all levels of the In- 
stitute’s structure and rejecting the 
concept of reciprocity of such representa- 
tion. 

The resolution went on to urge that 
this principle should extend to the dis- 
ciplinary committees of the Institute 
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in so far as they related to articled clerks. 
It instructed the Executive Committee 
to press for such representation, to cam- 
paign for a reform of the disciplinary 
procedures to ensure that punishable 
oftences were publicized, and that a 
disciplinary procedure was adopted which 
was in accordance with the basic prin- 
ciples of natural justice. 

Paul Hendrick, a member of the 
Executive Committee and chairman of 
the salaries campaign sub-committee, 
who seconded the resolution, said one 
thing students objected to was the lack of 
promulgation of the Disciplinary Com- 
mittee's proceedings and the incon- 
sistency of its decisions. 

A move from the floor to have the 
resolution submitted to a postal vote was 
defeated and the resolution was approved 
by 74 votes to 39. 

Trevor F. C. Davies, B.sc., Vice- 
Chairman of the Executive Committee 
and chairman of the Management Com- 
mittee, then exercised his right to demand 
a postal vote on the motion and this was 
recognized. 


New rules controversy 


Paul Hendrick then moved a resolution 
expressing grave concern at the decision 
of the London and District Society not 
to support the adoption of the new rules 
because they felt they would ensure 
complete independence for the Students” 
Society. 

The resolution went on to express the 
view that the meeting considered that the 
principle of autonomy was a basic 
essential of the new rules on which there 
would be no compromise. Paul Hendrick 
said they had come to the conclusion that 
there was no point in continuing to 
negotiate with the LDS on the new rules 
and had decided to go direct to the 
Institute. “We are tired of all the in- 
transigence shown by the Society', he 
said. 

Mr L. A. Hall, F.c.a., the Society’s 
auditor, urged students to ‘temper their 
enthusiasm' with a little bit of consider- 
ation for those members of the profession 
who were older. They would be wrong 
to think that they could get increases in 
salaries merely by passing motions 
because salaries had always been deter- 


June 14th, 1973 


Every year many hundreds of accountants find the right job 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you or you can call at our Information Centre 
and — without any form-filling — study the classified registers. 
Over 500 vacancies in the U.K. and overseas offer you the 
widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01—628 4550 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas - up to 
£10,000. 


Commerce and Industry: R. Thornhill, 01—628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


Temporary Staff: M. Farrer, 01—628 0391. 
Terms are better than is usual for temporary assignments. 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 


Note: Week-ends and evenings answering service 01-628 8860 
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TWENTY-FIRST EDITION 1968 


Editor: Clive M. Schmitthoff, LL.D., Barrister, 
Visiting Professor at the City University and 
the University of Kent at Canterbury, Hon. 
Professor at the Ruhr-Universitat Bochum 


Company law has become the law of business 
organisation and management and the aim of 
Palmer is to present all this law with its 
organisational, procedural, financial and social 
implications as a coherent and integrated 
whole. This edition of the leading reference 
book on company law restates and explains 
the present situation of the Companies Act 
1948 and 1967, and all other relevant enact- 
ments and regulations. 


Palmer covers clearly and in detail all law 
and practice on company matters for directors, 
company secretaries, accountants, and lawyers. 
Every effort has been made in this edition to 
deal authoritatively with current practical 
problems and to provide guidance and advice 
for all concerned with the detail of company 
operation, and company policy and planning. 


Cumulative Annual Supplements. All the 
information in this edition of Pa/mer is updated 
by Cumulative Annual Supplements. Pa/mer 
with the latest Supplement always presents a 
complete and accurate picture of the law. 


Main work 1968 
£12 net. Postage 30p, plus 3p VAT 


Supplement 1973 
£3 net. Postage 12p, plus 1p VAT 


Stevens 


Mail orders to: 
North Way, Andover, Hants SP10 5BE 


Bookshop: 
116 Chancery Lane, London WC2A 1PP 
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Mr G. R. Appleyard, F.C.A. (top), the retiring President, addressing the London CASS annual meeting. Centre: Mr Philip Hughes, F.C.A., a 
representative of the London and District Society of Chartered Accountants, speaking against the 'extravagance of terminology' in the Society 
Chairman's report. Paul Hendrick, a member of the Executive Committee, declares 'there is no point in continuing to negotiate with the LDS 
on the Society's proposed new rules’; seated, /eft to right, David Steeds, Secretary, ACASS, Linda Galley, and Trevor Davis, B.Sc., the Vice- 


Chairman. 
Bottom: Pradip Pattni calls for student representation at all levels of the Institute structure. John Haggerty condemns the ‘attack: on 


Richard Vinson. 





838. 
mined by market forces. You pay for 
what you can get and get what you pay 


for.” 


‘I am quite angry at the suggestion that 
the Institute's Disciplinary Committee 
proceedings are not fair. I personally 
think we are a little bit too soft. Don't 
press us too hard or we may become too 
hard on you’, he warned. The resolution 
was approved by 72 votes to 19. 


Salaries 


John Chastney moved a resolution 
instructing the Society's committee, either 
on its own or through ACASS, to urge 
the Institute to ensure that normal salary 
was payable to all articled clerks during 
their periods of study leave. This pro- 
vision should be a mandatory clause of 
the articles of clerkship. 

He said that while he felt that members 
of the Institute should be free to do what 
they wished, those firms which adopted 
a curiously iniquitous attitude towards 
their articled clerks should be brought to 
heel. 

‘IT submit’, he went on, ‘that this 
resolution does not necessarily conflict 
either with the rejection or retention of 
articles, or with the aims of the salaries 
campaign. I believe the Institute does not 
represent only qualified accountants but 
also students. I believe these firms are 
not necessarily the small ones but, I 
suspect, choose to pay lower than normal 
salary throughout the year.’ 

The market forces, he said, might be 
strong enough to persuade the majority 
of firms to pay normal salary during 
study leave but there would sometimes 
remain those who were content to ‘bask 
in their brothers’ glory’. It was not 
enough that clerks with those firms should 
take less than their full entitlement to 
study leave and possibly prejudice their 
chances at the Institute’s examinations. 
“This is a damnable state of affairs’, he 
added. 

The resolution was approved by an 
overwhelming majority. 

Paul Hendrick then moved a resolution 
endorsing the work of the salaries cam- 
paign working party and instructing the 
working party and the Executive Com- 
mittee to continue and develop the 
campaign. It also noted the decision of 
the ACASS March Council to campaign 
for a national minimum of £1,100 with 
regional allowances, and agreed to press 
for a London allowance of £200, resulting 
in a £1,300 minimum. 


National campaign 


He said that since the salaries campaign 
was launched at the last annual general 
meeting, the sub-committee had managed 
to forge strong links with other bodies — 
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students, trade unions and MPs. June 
19th had been fixed for the lobbying of 
MPs at Westminster and the campaign 
had attracted widespread public support 
and press coverage. 

‘We are not the slaves of the forces of 
supply and demand. We have only to 
look at the results of the publicity on 
the wages paid to African workers em- 
ployed by British firms in South Africa 
to know that the market forces should not 
be the only criterion. 

‘Any argument’, continued Paul 
Hendrick, ‘that articled clerks are not 
very productive is surely a matter for the 
principals. We have heard far too often 
in the past of articled clerks being used 
as teaboys. Our main argument is that 
articled clerks need this minimum wage 
because it is the minimum they can 
adequately live on in this country.’ 


Need for goodwill from 
both sides 


Mr F. J. G. Whinney, F.c.a., a Vice- 
President, said a survey conducted two 
years ago showed that the average salary 
of students was £goo. At the present 
point in time senior members of the 
District Society were seeking to establish 
the facts and find out what was a reason- 
able level of remuneration for the services 
that articled clerks were employed on. 
Having done that they would try to 
rectify any anomalies there might be. 
This exercise needed the goodwill of 
both sides. 

‘I think it is fair to say’, he added, ‘that 
the work done by the salaries committee 
has at least ensured that the Institute 
and the District Society has taken these 
matters to heart and that we cannot leave 
the minority of students to be exploited 
by principals. But to continue this 
campaign along present lines will tend 
to split the students from the District 
Society and will tarnish the image of the 
Institute.' 

Paul Hendricks retorted: ‘Any tarnish- 
ing of the profession has come from those 
lepers in the profession who are paying 
these abysmal wages.’ 

The resolution was approved by 75 
votes to 20. 


New committee 


Members elected or re-elected to fill 
vacancies on the committee were: 
Malcolm Angell; Christopher Bristow; 
Abdul M. Chaudhary; G. Qadir 
Chaudhri; Edward Coviello; Miss Linda 
Galley; Howard R. Harrison; Paul 
Hendrick; Miss Rehma Karinjee; Daniel 
Knapp; Miss Ruth Naftalin; Dushyant 
Patel; Pradip Pattni; Stephen Phillips; 
Abdur Razzaq; Iqbal Sacrani and Andrew 
McGowan Taylor. 
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LAW STUDENTS LAUNCH 
SALARY CAMPAIGN 


FOLLOWING the year-old campaign by 
the Institute's students for a minimum 
salary of £1,100, endorsed by the March 
ACASS Council, the Law Society's 
Associate Members’ Group - which 
represents 10,500 articled solicitors' clerks 
— urges in a report just out that they should 
be paid not less than £600 p.a. 

This figure, says the report, is no 
less than the Department of Health and 
Social Services ‘poverty line’ - the wage 
set for qualifying for supplementary 
benefit. The {600 a year would apply to 
the non- graduate who has passed only 
the three heads in Part I of the pro- 
fession’s qualifying exam. There should, 
it is stated, be a minimum salary of 
between {1,000 to £1,750 for graduates 
who have passed their finals and are still 
in process of completing their articles 
before qualifying. 

In a letter to ‘Roundabout’ on May 
roth, a student who had been articled 
in law stated: 'the small practitioner in 
the legal profession may, in many cases, 
legitimately claim that his clients pay 
more, but in these cases it behoves the 
Government to consider whether in the 
interests of justice such services should 
be subsidized; there is no justification 
for articled clerks subsidizing justice 
unilaterally . . .”. 

Bruce Edgington, Chairman of the 
Law Society Group, who is a 25-year- | 
old, married articled clerk with a South- 
end-on-Sea firm of solicitors, tells ‘Round- 
about' that despite the fact that there is 
now a younger generation of members 
on the Law Society's Council, for the 
past two years the Council have adamantly 
refused to discuss the question of salaries. 
He also says that if the law students 
were as strong in London as the char- 
tered accountant students, they too might 
have made more progress. "The un- 
fortunate fact is that law students are 
three-quarters country dominated — only 
2,500 to 3,000 are in London.’ 


CHARTERED SECRETARIES’ 
FIRST PLACE WINNER 


The Institute of Chartered Secretaries 
and Administrators’ George Strachan 
prize for First Place in the 1972 Inter- 
mediate exams was won by 24-year-old 
Michael Barker, a supervisor in the 
accounts payable section of Jeyes UK 
Ltd, at Thetford. He also won the 
Institute's F. J. Clark Prize for the best 
candidate in the accountancy section. 

Married with two children, Michael 
Barker lives at Thetford, and attributes 
much of his success to a corres- 
pondence course with ‘The Rapid Results 
College. 
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and 
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PROFESSIONAL NOTICES 


CARSON € ‘TROTTER, Chartered Ac- 
countants, of 107 Irish Street, Dumfries 
DG1 2PE, intimate the retiral, on 
April 3oth, 1973, of their senior partner, 
Mr W. J. Trotter, C.A. 

JosoLYNE LAYTON-BENNETT & Co and 
ANGUS CAMPBELL & Co announce that 
Mr W. H. D. CAMPBELL, M.A., F.C.A., has 
retired from practice after 42 years of 
service, originally with ‘Toy CAMPBELL & 
CoMPANY, where he was articled, and 
later with ANGUS CAMPBELL & Co and 
JosoLYNE LAYTON-BENNETT & Co. 

MATTHEWS, BROOKE, TAYLOR & Co, 
Chartered Accountants, announce the 
admission into partnership on June 1st, 
1973, of Mr Jonn REES ROBERTSHAW, 
A.C.A., who has been in the service of the 
firm for the past ten years. 

A. P. SMITH ATKINS & Co, Chartered 
Accountants, of Manchester and Maccles- 
field, announce that from May 14th, 
1973, the address of their Manchester 
Office is St James's Buildings, 89 Oxford 
Street, Manchester M1 4LT and from 
that date the name of the practice is 
SMITH ATKINS & Co. 


APPOINTMENTS 


Mr John Barrett, F.C.M.A,  F.C.LS., 
currently financial director of Bensons 
International Systems, will join First 
National Finance Corporation as a senior 
executive on July rst. 

Mr John Clark, A.C.M.A., deputy chief 
accountant of North West Gas since 
1969, has been appointed director of 
finance. 
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Mr Kenneth Drake, F.c.A., has been 
appointed secretary and group chief 
accountant of Development Securities, 
having joined the group in 1970. 

Mr Charles Grant, C.A., has been 
appointed group financial director of 
Scotcros Foods. He also joins the boards 
of two of their operating companies — 
Ritchie, Osborne & Leggat and Rando 
Cash and Carry. 


Mr Alan F. Edwards, F.C.A., at present 
finance director of International Com- 
puters, has been appointed group man- 
aging director of Anglian Food Group 
and will be joining the company next 
month. 





Mr A. F. Edwards Mr 6: S. Moyse 

Mr Geoffrey S. Moyse, F.C.A., A.C.M.A., 
group financial controller of Staflex 
International, has been appointed to the 
main board. 


DOUBLE TAXATION - FINLAND 


A protocol signed on May 17th revising 
the dividend article in the Double 
Taxation Convention between the United 
Kingdom and Finland was published on 
June 1st as a schedule to a Draft Order 
in Council. The revision follows from the 
introduction of the new United Kingdom 
corporation tax system which applies to 
dividends paid by a United Kingdom 
company on or after April 6th, 1973. 

The Draft Order is subject to approval 
by the House of Commons. 


VAT REMINDER 
Monthly Repayment Traders 


Some taxable persons registered for VAT 
- mainly farmers and traders who deal 
in zero-rated goods — will be entitled to 
regular refunds of tax. These traders 
were given monthly tax periods instead 
of the standard three months, and are 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 
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therefore required to make a tax return 
at the end of each month. 

The first of these monthly returns 
covering the month of April, states the 
Department of Customs and Excise, 
was due on May 31st. Traders who are 
required to make monthly returns and 
have not yet done so should ensure that 
their returns for April are sent without 
delay to the VAT Central Unit at 
Southend-on-Sea, Essex. Refunds cannot 
be made unless a return is received. 


P. D. LEAKE RESEARCH 
FELLOWSHIP 


Applications are invited for a P. D. Leake 
Research Fellowship in international 
control and accounting, tenable at the 
University of Reading. The successful 
candidate will have a good honours 
degree in economics or business studies, 
a recognized accounting qualification and 
a genuine interest in the operations of 
multinational companies; some  post- 
graduate experience or a higher degree 
would also be desirable. 

The value of the fellowship will be up 
to £2,350 p.a., depending on the success- 
ful applicant's qualifications; the appoint- 
ment will be for one year in the first 
instance but may be renewed up to two 
further years, subject to satisfactory 
progress. T'he candidate appointed will be 
given an opportunity for a limited amount 
of teaching in the Department of 
Economics. 

Applications should be addressed to 
Professor J. H. Dunning, Department of 
Economics, ‘The University, White- 
knights, Reading RG6 2AA, giving full 
particulars of the candidate’s qualifica- 
tions, the names of two referees and a 
300-word synopsis of the type of research 
he would like to pursue. Applications 
should be received by Professor Dunning 
not later than June 30th, 1973. 


LONDON CHARTERED 
ACCOUNTANTS' MEETING 


The London and District Society of 
Chartered Accountants is holding a 
special evening meeting on Wednesday, 
June 2oth, from 5.45 p.m. to 7.15 p.m. 
at Chartered Accountants’ Hall, when the 
subject will be “The Latest Developments 
in Students’ Training and Education’. 
The considerable changes fore- 
shadowed in the Institute’s document ‘A 
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Policy for Education and Training’ are 
now being implemented and this meeting 
has been arranged to help clarify these 
changes. The chairman will be Mr 
F. J. G. Whinney, F.c.a., and the 
speakers, Mr M. G. Lickiss, B.sc.(ECON.), 
F.C.A., Chairman of the Education Com- 
mittee of the Council, and Mr W. M. 
Allen, T.D., B.A., LL.B., Secretary of the 
Articled Clerks, Education, Examination 
and Education and Training Committees 
of the Council. 

The speakers will give a brief explana- 
tion of the latest developments and will 
then deal with members' questions and 
problems. 


WEST OF ENGLAND'S 
NEW PRESIDENT 


It is not, as many would believe, an 
exception to ‘established tradition’ for 
district societies to elect as their Presidents 
members from local government. Such 
is the case with the election for 1973-74 





of Mr J. R. Bultitude, F.C.A., F.I.M.T.A., 
A.R.V.A., City Treasurer of Bristol, as 
President of The West of England 
Society of Chartered Accountants. 

Educated at Colchester High School 
for Boys, Mr Bultitude commenced his 
career in local government as Borough 
Treasurer of Colchester in 1929. He held 
various appointments there until he was 
made Chief Internal Auditor in 1946. 
Appointed Senior Audit and Accountancy 
Assistant at Bristol in 1949, Mr Bultitude 
became Deputy City Treasurer in 1960 
and was appointed to his present post 
six years later. 

He was admitted to membership of 
The Institute of Municipal Treasurers 


FOR C.A. 
EXAM 
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and Accountants in 1941 and to the former 
Society of Incorporated Accountants in 
1052. 

Mr Bultitude can undoubtedly bring 
to the Society a fund of helpful experience. 
For example, he is a former President of 
the West of England Students’ Society, 
Chairman of the IMTAs West of England 
Associates’ Section and of the IMTAs 
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South Wales and West of England Branch. 
He was Chairman of the Bristol Area 
Society of Chartered Accountants in 1967 
and is a member of its Technical Advisory 
Committee. In addition to these “account- 
ancy' activities. Mr Bultitude served as 
President of the Somerset and Gloucester- 
shire Branch of 'T'he Rating and Valuation 
Association in 1970. 





Mr Kenneth Sharp at Beds, Bucks and Herts AGM 


‘Members of any profession have a duty 
to make a substantial contribution to 
society. This was a vital support to 
democracy and chartered accountants, as 
members of one of the leading profes- 
sions, have an important part to play', 
declared Mr Kenneth Sharp, T.D., M.A., 
F.C.A., now Deputy President of the 
Institute, speaking at the recent annual 
general meeting of the Beds, Bucks and 
Herts Society of Chartered Accountants. 

On the problems of education and 
training, Mr Sharp stressed that it was 
the responsibility of members to select 
and train future members. It was im- 
portant to be clear, he said, that a shortage 
of staff in the office of a practising ac- 
countant was not a justification for more 
articled clerks, but that decisions on 
staffing and training were entirely separate 
matters. 

In his opinion, the Institute had to 
take more responsibility for training 
because membership did not itself prove 
the ability to train others. Adopting the 
principle of intervention, Mr Sharp 
saw justification for a ‘training forum’ in 
which principals would participate before 
they undertook responsibility for articled 
clerks. 

It was possible, he said, that these 
ideas might lead to an unwillingness on 
the part of some principals to train 
articled clerks. This in turn could lead to 
the question of whence staff would be 
obtained. Mr Sharp thought that the 
dangers here were not as bad as were 
feared and he referred to the current 
discussion on a second tier. 


New President 
Prior to Mr Sharp's informal talk, the 
Society elected as its President for 1973- 
74, Mr L. C. Hopkins, F.C.A., senior 
partner in Hillier, Hopkins & Co, of 
Hemel Hempstead. 


Born in Sunderland, he had a father 
who did the unheard of thing today, he 
ran away from home to join the Royal 
Navy and served as a boy before the mast, 
rising to the rank of Commander. 

On education, Mr Hopkins tells us that 
as a result of his father's naval career 





and owing to the quite unreasonable 
demands of their Lords of the Admiralty, 
some 14 establishments were involved in 
his education. 

Mr Hopkins opted for the profession 
on leaving school and served his articles: 
with Arthur Daniels & Co, of Ports- 
mouth. He was admitted to membership 
of the Institute in 1942. 

After a period as a cost accountant with 
Airspeeds, of Portsmouth, and account- 
ant to H. E. Kettle, of Maidstone. Mr 
Hopkins returned to the profession, 
joining Lewis, Hillier & Co, of Luton, 
and in due course took over their 
Hemel Hempstead practice, now Hillier, 
Hopkins & Co. 

Married with one son who is at present 
awaiting with trepidation the results of 
the Part II Finals, Mr Hopkins lives in 
Ashridge by Ashridge Golf Club — golf 


now being his main recreation. 
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(That's the sort of advantage your clients may be giving their rivals 
if they are running their businesses without factoring.) 


You consider that an exaggeration ? 

Then you're probably thinking of factoring as it 
used to be. Before the National Westminster Bank 
established Credit Factoring Limited — and brought 
a new professionalism to the industry. 

So open your mind, if you please, and contem- 
plate the variety of invaluable services that Credit 
Factoring can provide for many of your clients... 
e Clockwork-regular payment of all invoices at 
agreed maturity dates — or, if they want it, 
immediate payment on delivery or shipment. 

e Blue-chip advice on their customers’ credit- 
worthiness — backed by 10096 guarantee against 
bad debts. 

e Administration of their sales ledgers with an 
alacrity and precision attainable only with spectal- 
ised computer techniques. (This alone will often 
save them more money than Credit Factoring's 
modest charges cost them.) 

e Coping with all the V.A.T. problems that arise on 
their selling operations. 

e A wonderful smoothing of the way in their Com- 
mon Market and other export transactions.* They 
maintain a single sterling account with Credit 
Factoring. Currency difficulties, customs duties, 
language problems, local collections — all the 


possible advantages of factoring. For, very often, 
factoring produces an improved cash flow and 
immediate liquidity that enables businesses to 
expand without going outside for capital. Obviously 
this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of 
present opportunities. 

Lastly, an odd, intangible, but quite significant 
spin-off from your clients using Credit Factoring Is 
that their customers are pleasantly impressed. They 
appreciate the smooth efficiency brought to their 
dealings with your clients, and, like most business- 
men, they are increasingly aware that using a factor 
speaks well for a firm's reputation and awareness of 
modern trends. 

If you think that some of your clients might 
benefit, find out more about Credit Factoring. Con- 
tact Chris Blower, Smith House, Elmwood Avenue, 
Feltham, Middlesex (telephone 01-890 1390) or 
your nearest NatWest branch manager. It could be 
the way to shift your business into top gear. 

*Our subsidiary Credit Factoring International 
Ltd. has offices in Benelux, Canada, Denmark, 
Finland, France, Italy, Republic of Ireland, Sweden, 
Switzerland, U.S.A. and West Germany. Also local 
agents in all other principal world markets. 


vagaries of foreign trade are handled for them, while 
they receive regular payments right here at home. 
Even that imposing list doesn't cover all the 


«€ Credit Factoring Limited 


A member of the National Westminster Bank Group 
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If only it were cut and dried, instead all adverse conditions. 
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you knew that it would at least keep a man of sixty-five could have bought 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


Al bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1/02, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of 





LINKED PRIVATE STUDIES. The Luton College of 


the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1/02), StAlbans,or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01-248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 
ONE WEEK 'PEP' COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to:- 
Metropolitan College, St Albans. 


Metropolitan College, St. Albans 
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Financing Local Government 


PUBLIC reaction to the 1973 rating revaluation has 
been, on the whole, surprisingly muted. In contrast 
with the outcry after the 1963 list was published, most of 
it in London and the South, the representations made to 
the Prime Minister, by a number of Midland and Northern 
city representatives, for additional assistance evoked little 
public interest. : 

What many people failed to realize, however, is that the 
rates problem stems not from revaluation — although 
individual occupiers and certain districts, such as the City 
of London, may well feel they have cause for complaint. 
The underlying problem is the trend of local government 
expenditure which, as several speakers at the current 
annual conference of The Institute of Municipal Treasurers 
and Accountants have made clear, is going to continue its 
upward course. 

Mr K. J. Bridge, M.A., F.I.M.T.A., City Treasurer of 
Manchester, emphasized that since Whitehall entrusts 
responsibility for the rapidly expanding personal welfare 
services to local authorities, it is inevitable that local 
government expenditure will continue to outstrip the rate 
of growth in public sector spending generally. Furthermore, 
next year's reorganization of local government is bound to 
be an expensive process, as experience in Greater London 
a few years ago amply demonstrated. Mr Bridge noted that 
there will be transitional problems which will increase 
overhead costs in many areas 'until administrative systems 
have been adapted to the new operational needs”. 

Much the same theme marked the comments of Mr A. 
Morton, F.I.M.T.A., City Treasurer of Coventry, speaking 
on the financial shape of metropolitan district councils. 
He pointed out that, since these bodies would be entrusted 
with the education services as well as welfare, their costs 
would rise according to the needs of the nation. If one 
recalls the proposals in the White Paper on education, 
Framework for Expansion, any lingering hopes of economies 
and cutbacks in local spending disappear. 

Mr C. C. Jasper, F.I.M.T.A., D.P.A., County Treasurer 
of Hertfordshire, reaffirmed these dismal prospects for the 


ratepayer but also observed that in 1972 the average 
proportion of average household outgoings taken by rates 
was only 2:9 per cent, compared with 3:2 per cent in 1964. 
Like his colleagues, he drew attention to the redistribution — 
arising from revaluation — of the rate burden and to a 
potentially more serious cause of future discontent, the 
problem of adjusting rate levies in the various areas 
merging into the new enlarged authorities. In his view, 
rural ratepayers are bound to experience “very considerable” 
rate increases. 

It was inevitable that, against such a background, the 
various speakers should review the prospects of receiving 
additional sources of finance to supplement their rate 
revenues. Mr Bridge reminded his audience that renewed 
special pleading for transitional assistance would only 
undermine the financial strength of local government. No 
speaker found much consolation or much to hope for in 
the now two-year-old Green Paper on The Re-Shaping of 


Local Government Finance, but there was unanimity that the 
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reorganization of local government offered an opportunity 


for the re-structuring of Exchequer grants. 
While the financial officers of our local government 


system were understandably concerned with the more 


immediate problems confronting them, particularly the 
- administrative needs of the enlarged areas on which Mr 


J. B. Woodham, B.sc.(ECON.), F.I.M.T.A., had much of 


interest to say, the speakers at a conference on local 
government finance organized by the Institute of Fiscal 


Studies were inclined to take a longer view of financial 


problems. In particular, bearing in mind that government 
= grants now provide three-fifths of local authorities’ 
— . recurrent expenditure, the distribution of that grant money 


becomes a matter of increasing concern. 

What was noticeable at the Institute of Fiscal Studies 
conference was the united criticisms of two speakers, the 
Hon. Wynne Godley, Director of the Department of 


- Applied Economics at Cambridge, and Professor A. R. 
. llersic, on the inadequacies of the present grant. According 
to Mr Godley, the “existing grant system operates in a 
“thoroughly perverse way, since it fails to equalize either 
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on needs or on resources'. For this reason he argued that 
poor areas with many children were penalized, just as 
wealthy areas with few children and a high proportion of 
old people are favoured by the grant formula. 

Professor Ilersic urged that the resources element in the 
present grant was unsatisfactory, since rateable values were 
an inadequate indicator of local resources. In his view, 
personal incomes were a better indicator and if used would 
bring about a significant shift of grant from the North and 
West to the South. But he emphasized the fact noted by 
Mr Jasper at Bournemouth that, unless the Government 
is prepared to reverse its past practice of seeking to avoid 
disturbing the distribution of grant moneys on the occasion 
of revision, the chances of major reform were reduced. 

However uncertain Government policy regarding the 
future of local authority finances may be — although it is not 
difficult to find those who would bet on little change — 
there is no corresponding uncertainty regarding the con- 
sequences of this situation for the local ratepayer. All will 
pay more; the only interesting point is which of them will 
pay more than others. 





. Double 
. Damnation? 


OMPLEXITIES of ED11 on ‘Accounting for deferred 
taxation’ (The Accountant, May 3rd) have revived 
comment in some quarters on the standing of exposure 
drafts. One critic, writing in The Times recently, complained 


that the arguments, explanations and examples given in 


EC11 - ‘a theoretical document completely divorced from 
the practicalities of commerce’ — are incapable of being 
readily absorbed ; and he envisages a situation in which the 
consequent widespread disregard of any definitive standard 
of practice on the subject would bring the accountancy 
profession into conflict ‘with those who remunerate it’. 
Another commentator plainly regards the whole concept 
of mandatory standards of accounting practice, and the 
responsibility placed by the participating accountancy 
bodies on their own members in connection therewith, 
as an unjustified intrusion upon the powers and duties of a 
board of directors. The only constraint upon directors in 
this regard, it is argued, is to be found in the Companies 
Acts; if the auditors take a different view, directors should 
be prepared to say to them, ‘Qualify and be damned’. 
Such views, it must be recognized, are sincerely held, 
and their existence need cause no surprise. On the other 
hand, there is no shortage of examples (within other 
professions no less than accountancy) in which the accepted 


practice, recommended or imposed by the governing bodies, 
is ahead of legislative prescription; the Stock Exchange 
requirements for admission of securities to quotation, for 
instance. Further, there comes a point in the affairs of most 
communities at which individual freedom of action has to 
yield to the common good — a point which, in the view of 
many accountants and financial commentators, was reached 
with the Pergamon and GEC-AEI cases. 

Accounting i is sometimes said to be 'an art raihi than a 
science'; but this hardly suffices to give its practitioners 
unbridled licence in self-expression, without some regard 
for postulates and ground rules. To allow for differences 
of professional opinion on a scale sufficient to confuse and 
irritate the layman and to bring a whole profession into 
disrepute is neither fair nor safe. 

A point which might usefully be more often emphasized 
is that the Accounting Standards Steering Committee is 
representative of five of the UK's six recognized account- 
ancy bodies - not of one alone — and that responsibility 
for enforcement of standards has been accepted by the 
Councils of the participating bodies. Exposure drafts are 
commonly attributed to The Institute of Chartered Ac- 
countants in England and Wales — which, by reason of its 
preponderant membership and its representation of the 
majority of auditors of public companies, is certainly the 
body most extensively concerned — but there are no grounds 
for suspecting the English Institute alone of attempting to 
dictate from a position of monopoly. 

It is, in any event, the whole purpose and function of the 
exposure draft procedure to allow maximum opportunity 
for conflicting opinions and possible difficulties of applica- 
tion to be discussed and resolved - and not by the ac- 
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countancy profession alone. The ASSC has fruitful and 
friendly links with government, and with a number of 
public and representative institutions, and gives full weight 
to their views. And, while some topics have had a 
relatively smooth passage from first exposure to their 
launching as definitive standards, equally there are pre- 
cedents for exposure drafts being withdrawn, reissued, or 
very substantially revised in the light of comments received. 

Another point to remember is the close and careful 
consideration bestowed by ASSC members on the text of 
exposure drafts prior to publication. T'he committee's con- 
stitution empowers it to issue EDs with the backing of a 
two-thirds majority; in fact, on the authority of its dis- 
tinguished chairman, Sir Ronald Leach, C.B.E., F.C.A. (The 
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Accountant, March 22nd), this position has never been 
reached, and all EDs to date have been launched by the 
ASSC from an atmosphere of virtual unanimity. 

To return to the criticisms voiced in the opening para- 
graphs of this article; the more compiex a subject, surely 
the greater risk of confusion and lack of comparability, and 
the stronger the case for definitive guide-lines? Nor 1s fine 
demarcation of the respective responsibilities of directors 
and auditors in this context, though possible, likely to 
yield anything of value; each may have his own part to 
play, but neither is likely to derive much credit from an 
imperfect whole. If directors and auditors reach the stage of 
damning one another, then shareholders, commentators and 
legislators are the more likely to revile them both. 





Municipal Treasurers’ Year 


(on municipal treasurers, 
holding their annual conference at 
Bournemouth this week, have elected 
Mr Thomas William Sowerby, 


F.I.M.T.A., F.S.A.A., D.P.A., to be Presi- 
dent of the Institute for 1973-74 in 
succession to Mr W. Bowdell, C.B.E., 
B.SC.(ECON.), F.I.M.T.A. Mr Sowerby, 
borough treasurer of Bromley and 
Vice-President of the IMTA for the 





past year, began his local government 
career with Carlisle City Treasurer’s 
Department in 1934; he obtained 
honours in the examinations both of 
the IMTA and of the former Society 
of Incorporated Accountants. He has 
been a member of the IMTA Council 
since 1963, and is currently Vice- 
Chairman of the London Boroughs 
Advisory Committee of Treasurers. 
At the same meeting, Mr F. S. 
Grindrod, O.B.E., F.C.A., F.I.M.T.A., 


chief accountant of the Eastern 
Electricity Board and President for 
1972—73 of the East Anglian Society of 
Chartered Accountants, was elected 
Vice-President of the IMTA for 
1973-74. The Sir Harry Page Merit 
Award has been won, collectively, by 
the Institute's audit executive — 
formerly the 'Internal audit working 
party' — which, under the chairman- 
ship of Mr Philip Sellers, A.I.M.T.A., 
has provided 'a needed and valuable 
stimulant to activities on internal audit 
in the profession generally”. 

Commenting on the disclosures in 
the Poulson case, the Council's 1973 
report underlines the importance of 
IMTA members maintaining exemp- 
lary professional standards. ‘The 
Council of the Institute, it is stated, 
‘believes that in fact members have no 
doubts about the standard of conduct 
expected of them as trustees of public 
funds, and that members fully support 
— indeed, require — that the Institute 
continues to expect an exemplary 
standard of conduct from them’. 
Accordingly, any member who may 
have doubts that any prospective 
outside business interest might appear 
to a reasonable person to conflict with 
his public duty is advised not to 
pursue that interest. 

The IMTA proposes to initiate a 
major research project to stimulate the 
co-ordination of accountancy develop- 
ments in the public sector. Among the 
reasons given for this proposal are the 
increasing emphasis placed by Parlia- 


ment on measurement, planning and 
control of public expenditure; the 
influence of accounting standards in 
the private sector; paucity of academic 
study and interest in public sector 
accountancy; and the prospective in- 
fluence of EEC decisions on financial 
administration. It is also committed, 
jointly with the Society of County 
Treasurers, to a review of changes in 
statistics which will become necessary 
as a result of the reorganization of 
local government. 

Among members of the Institute 
whose deaths were recorded with 
regret during the period of the report 
was Sir James Lythgoe, C.B.E., an 
honorary fellow of the Institute and 
former City Treasurer of Manchester, 
who was President of the IMTA in 
1947-48. 

A report of the conference pro- 
ceedings will appear in The Accountant 
next week. 


Liverpool Chair of 
Accounting 


ANT the support of The Insti- 
tute of Chartered Accountants 
in England and Wales, which has 
guaranteed a sum of £2,500 per annum 
for the next five years, a new Chair of 
Accounting has been established at 
Liverpool University. The first holder 
of the Chair, it was announced last 
week, will be Mr Thomas Alexander 
Lee, M.SC,, C.A, A.T.LI., currently 
Lecturer in the Department of Ac- 
counting and Business Method at the 
University of Edinburgh. 

Now 31 years of age, Mr Lee was 
indentured with Messrs J. Douglas 
Henderson & Co, of Edinburgh, and 
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qualified as a chartered accountant in 
1964, being awarded the Scottish In- 
stitute's gold medal. After two years 
of professional practice with Peat, 
Marwick, Mitchell & Co, Glasgow, 
he joined the University of Strathclyde 
as lecturer in accountancy in 1966, 
and in 1969 graduated as M.Sc. in 
accountancy. 

He has been responsible for a long 
list of publications in his field and is 
particularly well known for his writings 
on auditing, an important topic to 
accountants but largely ignored by 
academics. He is also interested in 
accounting history and is a member of 
a team studying the financial structure 
of the Church of Scotland. 


FASB Seeks Canadian 
Co-operation 
ANADIAN accountants have been 


urged to participate in the study 
of accounting problems by the re- 
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cently appointed American Financial 
Accounting Standards Board. Ad- 
dressing members of the Institute of 
Chartered Accountants of Ontario, Mr 
Marshall S. Armstrong, C.P.A., chair- 
man of the FASB, argued that 'the 
pronouncements of our Board are 
bound to have an effect on accounting 
practice north of the border”. 

He added an assurance that the 
avenue for international exchange of 
accounting ideas was not a one-way 
street. The FASB would expect to 
be an importer as well as an exporter 
of constructive thinking on financial 
accounting and reporting. 

“We will be soliciting the views of all 
interested parties”, he said, “and I 
assure you that we do not exclude 
Canadians from this category. The 
United States has no monopoly of 
accounting talent. You might par- 
ticipate as an individual or as a 
member of a professional organization 
such as the Canadian Institute or the 





Professions ‘Interdependent’ 


HE “business professions’ of law- 

yer, accountant and administrator 
would become increasingly interdepen- 
dent, according to Mr John Phillips, 
O.B.E., LL.M., F.C.LS., secretary and 
chief executive of the Institute of 
- Chartered Secretaries and Adminis- 
trators. They would move “perhaps 
slowly but inexorably more closely 
together”. 

Speaking at a conference organized 
by the Financial Times on ‘Planning 
the City's Future”, Mr Phillips said: 

‘Increasingly fields of expertise tend 
to overlap and the boundaries between 
the business professions become more 
and more blurred. Solicitors are em- 
ploying chartered accountants to take 
charge of their tax departments; char- 
tered accountants are employing char- 
tered secretaries to take charge of 
their company administration depart- 
ments, and so on. I believe that the 
three professions will become in- 
creasingly interdependent. To talk 
about a single profession of business 
experts with specialists in individual 
branches is possibly somewhat vision- 
ary, but I believe that we are steadily 
moving towards such a conclusion. 

'I believe that the three business 


professions have a particularly impor- 
tant role in reference to standards of 
ethical conduct in business. Much 
attention has been directed, particu- 
larly lately in view of some recent 
cases, to the idea of a code of cor- 
porate conduct. Whatever the pos- 
sibilities of devising and enforcing 
such a code may be, I believe that the 
three professions I have mentioned 
have a great deal to offer by reason of 
the very fact of their familiarity with 
the idea of adherence to a code of 
ethical conduct as a condition of con- 
tinued membership of their profession. 

‘I am well aware, of course, of the 
difficulty experienced by the company 
secretary, the chief accountant and 
perhaps the chief legal advisor, when 
required by his organization to under- 
take some act which clearly contra- 
venes his professional code. Is it, as a 
last word, too much to hope that com- 
pany legislation of the future will 
provide for them some statutory 
position of relative independence so 
that, like the auditor, they will be able 
to play their full part, while serving 
the company as a whole, in serving 
also the interests of the investing and 
consuming public?” 
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Ontario Institute of Chartered Ac- 
countants. Either way, we will welcome 
any input you care to give us. 

None of the seven technical items 
now on the Board's agenda is peculiar 
to the United States. The seven sub- 
jects are accounting for foreign cur- 
rency translation; reporting by diver- 
sified companies; criteria for deter- 
mining materiality; accounting for 
leases by lessees and lessors; accruing 
for future losses associated with such 
things as catastrophic events, foreign 
operations and self-insurance; ac- 
counting for future costs such as 
research and development, start-up 
and re-location costs; and broad 
qualitative standards for financial re- 
porting. 


Scottish Institute 
Survey of Phase Two 


EMBERS of The Institute of 

Chartered Accountants of Scot- 
land, both in public practice and in 
industry and commerce, have been 
asked to inform the Institute of any 
significant difficulties or anomalies of 
general application which they have 
found in operation of the Phase II 
legislation. | 





Mr W. N. K. M. Crawford, v.R.D., 
C.A., President of the Scottish Insti- 
tute, said recently: "The importance 
to Institute members that the require- 
ments of the Government's counter- 
inflation legislation, so far as they 
relate to accounting matters, should 
be as straightforward and workable 
as possible is self-evident. As a sub- 
stantial proportion of members will 
be involved in some capacity or other 
in implementing the legislation, we 
consider that we should be in a posi- 
tion, if necessary, to make representa- 
tions to the Government on the form 
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of the legislation to be introduced 
for Phase IIT of the counter-inflation 
programme which is expected to com- 
mence in the autumn of 1973. 

“This is why information on the 
difficulties and anomalies which our 
members have experienced will, once 
collated, assist the Institute to indi- 
cate where alterations in the form of 
legislation would be desirable.’ 


Pakistan Chartered 
Accountants’ President 


HE Institute of Chartered Ac- 

countants of Pakistan has an- 
nounced the election of Mr Ejaz 
Ahmed Naik as President, in succes- 
sion to Mr M. Yakub. As previously 
noticed (The Accountant, March rst), 
Mr Yakub was the first accountant to 
hold simultaneously the Presidency of 
this body and of the Pakistan Institute 
of Industrial Accountants. 


Ratepayers’ Objections 
Overruled 


BJECTIONS by Lewisham rate- 
payers to certain expenditure in- 
curred by the Council in connection 
with the Housing Finance Act were 
overruled recently by the district 
auditor. The objections related, first, 
to a leaflet published and distributed 
by the Council; secondly, to a public 
meeting organized by the Council; 
and thirdly, to a shortfall in rent in- 
come because a resolution of the 
Council dated November 25th, 1970, 
concerning rent increases was not 
amended until June 23rd, 1971, al- 
though the leader of the Council — 
anticipating the amendment — had 
given instructions on a new rent 
scheme to the town clerk on May 17th. 
The objectors argued that both the 
leaflet and the meeting were politically 
biased, and should not have been 
financed from public funds. However, 
the district auditor ruled: ‘It seems to 
me that councillors addressing them- 
selves to a politically contentious mat- 
ter will naturally form an opinion 
which is coloured by their own 
political views; the presence, there- 
fore, of a political bias in their 
opinion is not of itself exceptionable’. 
He concluded also that the public 
meeting, having regard to the manner 
in which it was advertised, the com- 
position of the platform party and the 
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facilities afforded for members of the 
audience to speak, fell within the terms 
of what was permissible under section 
135 (1) (5) of the Local Government 
Act 1948. 

On the third point, a resolution of 
the Council on July 14th, 1971, had 
ratified the action taken by Council 
officers as a result of the leader's 
previous instruction. The ability of a 
Council to ratify the past acts of its 
agents was well established. 


Government to 
Implement Scott Report 


NEY provisions to take account of 
the findings of the Scott Com- 
mittee on Property Bonds and Equity- 
Linked Life Assurance are likely to be 





Sir Hilary Scott 


introduced as part of the Insurance 
Companies Bill, currently before Par- 
liament. Speaking on the committee 
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stage of the Bill, Mr Anthony Grant, 
Parliamentary Under-Secretary for In- 
dustrial Development, said: 

‘We kept in touch with the Scott 
Committee’s thinking when preparing 
the Bill and in this way we were able to 
anticipate a number of their recom- 


mendations, particularly those dealing 


with solvency. 

‘Other recommendations break new 
ground, particularly those dealing with 
the conduct of linked life assurance 
schemes, and with selling methods. 
These recommendations flow from six 
basic ideas: 

(1) that prospective linked policy- 
holders should be given a docu- 
ment describing in simple terms the 
main features of the policy; 

(2) that linked policyholders should be 
entitled to a cooling-off period; 

(3) that it should be an offence to issue 
misleading sales material; - 

(4) that the value of assets to which 
policies are linked should be pro- 
perly determined; 

(5) that proper accounts should be kept 
for internal funds; and 

(6) that linked policyholders should be 
sent annual reports about the linked 
scheme of which they are members. 


‘I am happy to say that the Govern- 
ment agree in principle with all six 
of these basic ideas. The report was 
published only on April 18th, and 
there has not been much time to con- 
sult with interested parties and to 
reach decisions on the form of the 
necessary amendments and new clauses 
for inclusion in this Bill. My hope is 
that we shall have most, if not all, of 
these further provisions ready to put 
down while the Committee is still 
sitting.' 


Scottish Summer School 


DDRESSING the annual summer 

school of The Institute of Char- 
tered Accountants of Scotland this 
week, Mr E. H. V. McDougall, 
Secretary of the Scottish Institute, 
returned to the position of the char- 
tered accountant in Europe. The issues 
in question, he said, 'still remain ex- 
tremely serious'. 

Mr McDougall continued: ‘I 
pointed out in September 1972 [The 
Accountant, September 28th, 1972] 
that what was then proposed as 


regards accountants would, if carried 
through in anything like that form, do 
two things. First, it would mean that, 
unless drastic changes — and, to us, 
totally unacceptable changes — were 
made in the system of university 
education in the United Kingdom and 
Ireland, and the professional ac- 
countancy bodies made radical, and 
also unacceptable, alterations in their 
requirements for education and train- 
ing of candidates, none of their 
current or future students could ever 
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qualify to be appointed as auditors of 
companies in the United Kingdom 


and in Ireland. Secondly, the ideas 


then current about the rights of 
sitting tenants were such as, if they were 


= implemented, would have excluded 


nearly all existing chartered and certifi- 


x - edaccountants from ever being qualified 


_ to act as auditorsin European countries. 


‘Why, you may ask, should the 
thinking of the people who draft 


these directives be so alarming to the 
_ British professional bodies? There are, 
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I think, two. answers. The first is a 
general one and it lies in the fact that 
the ideas of the British. independent 
professional body subject to a mini- 
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the British university enjoying virtually 
complete academic freedom, are wholly 
foreign to those people who have 
been brought up in the continental 
traditions which stem from Imperial 
Rome and the Code Napoléon. 

“The second reason stems from the 
first: some of the men who have been 
doing the drafting of the directives are 
lawyers who live by the motto quod 
scripsi, scripsi. Those brought up in 
the university and legal systems to 
which I have referred think in ways 
different from ours; they like to set out 
principles, and then deduce what 
ought to be the practical results. This 
type of approach leads nowhere in 
common-sense terms when it is sought 
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to apply it to a kaleidoscopic situation 
such as is presented by the wide 
variety of accountancy qualifications 
which obtain in the nine countries.” 

Another speaker at the school, Mr 
T. E. Watson, senior lecturer in 
industrial and business studies at 
Warwick University, attacked current 
accounting conventions as 'something 
of a Morton's Fork”. In industrial 
relations, he said, accountants were 
making a rod for their own backs. 
Union negotiators were highly sus- 
picious of any attempt to explain away 
profits, and the combination of in- 
creased reported profits with inability 
to meet a pay claim was likely to be 
dismissed as double-talk. 


mum of government control, and of 





THIS IS MY LIFE 


EA Rose by any 


Other Name 


by An Industrious Accountant 


HË juist couldna' understand his laddies these days, 


talking like a daft bunch of bairns, said Scotty morosely ; 
they'd set the heather afire yet. Having thus startled his 
listeners, he came clean with the facts. 

Improved shirt factory sales had necessitated our putting 
a third traveller on the road and giving the senior foreman 
responsibility for co-ordinating the rush orders. A month 
later this opportunist came along to ask for a title to go with 
his new responsibilities; ‘Field Sales Manager”, he sug- 
gested cockily. We nearly had a strike when he told the 
other foremen what Ilkley said in answer. 

Titles were in, I agreed. The secretary of some 
twopenny-halfpenny association down the street, having 
persuaded the clots on his committee to call him *Director- 
General', was now wearing a black coat and striped pants 
after years in sports coats and flannels. 

Traditionally the senior men in our various sales sections 
had been titled “buyers” informally, but now they were 
pressing for ‘Departmental Managers’, brooded Scotty. 
Bertie, his assistant, was claiming 'Regional Development 
Manager' since his study of shops for sale in the western 
suburbs. Last evening his hardware division's floor-walker 
had asked for ‘Public Relations Manager’, and rumour had 
it that the cloakroom attendant was talking about 'Cus- 
tomer Services Co-ordinator’. 

I told him loftily that the man made the title, not vice 
versa; he should stop the rot before things got out of hand. 
He grinned wryly; your turn next, maybe, he said. 

- The virus spread. The punch card supervisor at our 


weekly accounts meeting referred to the projected com- 
puterization of his section and suggested the new title of 
“Mechanized Services Manager”. Our costs man, normally 
a down-to-earth type, displayed uppity tendencies. His 
ranking on the organization chart didn't do him justice, 
he grumbled; what about ‘Budgetary Services Manager”? 
The internal auditor, who should have had more sense, 
became infected ; ‘Surveys and Investigations Co-ordinator’ 
appealed to his inflated ego. 

Unfortunately, we've always had one traditional title, 
that of ‘Office Manager'- a survival from the generations 
when non-office types could scarcely write. Our man sensed 
the challenge and became annoyed. After he had said 
‘upstarts’ for the second time, Costs said ‘old fogies’, and 
the p/c supervisor said worse. I had to take evasive action 
by asking the auditor to draft reasonable recommendations 
for the next meeting. As a tactical move this was masterly, 
but the O/M and Costs aren't on speaking terms since. 

Later the managing director asked suavely if I would 
like a change in title, in view of the current clamour; what 
about “Financial Controller”, for example, or 'Adminis- 
trative Services Manager”? “Secretary and Chief Account- 
ant’, I told him coldly, hadn't been bettered in this 
century. I 
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BY GIVING TO CHARITY THROUGH 
A DISCRETIONARY COVENANT WITH 
THE CHARITIES AID FUND, 

your client enjoys the 
privilege of operating his 


own Charitable Trust. Both 
the beneficiaries and the 
donation amounts can be 
varied at will. The 7-year 
minimum need not apply if a 
clause is inserted 
conditional upon personal 
circumstance. The CHARITIES 
AID FUND prepares the deed; 
does all paper work; claims 
tax refund. The service is 
FREE when the National 
Council of Social Service is 
included among the 
beneficiaries. 


CHARITIES AID FUND 
TONBRIDGE, KENT 


Telephone: Tonbridge 62323 London Office: 01-636 4066 








JORDANS 
ANNOUNCE 
A NEW SERVICE 
FOR EUROPEAN 
COMPANY 
FORMATIONS 


|_| Fast and simple through 
our Brussels Office. 


[ ] Standard translated 
documentation. 





|] Practical advice through 
local representatives. 






Tel: o1-253 3030 (20 lines) Telex: 261010 : 


Jordan & Sons Limited, 
Jordan House, 47, Brunswick Place, 
London N1 6EE 
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Youcould have these letters 
after your name 
with SOA guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way to 
the top is wide open. 

We're now offering you a home study course with an 
important benefit: a course with a guarantee backed by our 60 
years’ experience of successful coaching for professional 
accountancy examinations. Many thousands have already 
passed their exams using School of Accountancy courses — over 
30,000 successes in Chartered Accountancy examinations in 
England, Scotland and Ireland including 219 first places, 188 
second places, 189 third places and over 300 other awards. 
Last year many of our students re-enrolled for further quali- 
fications after passing their examinations — and many more 
of our enrolments were entirely the result of recommendations 
from further SOA students. Once you've experienced success 


through SOA, you'll realise there's no reason why you can't: 


go right to the top. _ 

With the School of Accountancy you study in your own 
home, at your own time, at your own pace. All material is 
specially designed to develop individual potential. You are 
coached by tutors who are highly qualified experts in your 
field. You will be guided through the course and the model 
answers, step by step- and given vital advice on exam 
techniques. | 

Find out about the School of Accountancy. Fill in this 
coupon and send it off today — your first step on the road to 
success. 


Your way to success starts here! 
[ Post this coupon today to: 
The School of Accountancy & Business Studies, 
107a Regent House, Stewarts Road, London SW8 4UJ 
Telephone: 01-622 9911 ; | 
or 107a Regent House, 341 Argyle St., Glasgow G2 8LW 
Telephone: 041-221 2926 
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The School of Accountancy 
& Business Studies ss. 11 


L == Accredited by the Council for the Accreditation of Correspondence Colleges. m 
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are proud to have been 
entrusted with the production of both 
“The Accountant' Award Winners 
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(United Dominions Trust Limited and Hartwells Group Ltd.) 





6 / know that your company has 
always maintained a high standard 
in the work carried out on our 
behalf but! would like this opportunity 
to place on record our thanks to you 
and your stafffor their work in 
connection with our 1972 Report 
and Accountsawhich, together with 
the efforts of the many others 
involved, has now culminated in 
this significar achievement 9 
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$ Sir Alexander Ross Chairman 
2 
F. 
' © = 
um This has given our Board great 
Es satisfaction and | would like "— 
le Annual Report 
E . on behalf of the Company to and Accounts 1972 
E convey to yourself our thanks for the 
" care and attention which you 
E have given to the printing of 
E the Accounts over the last 


sixteen years, and for the various 
suggestions which have been 

made from time to time, in connection 
with design and presentation 3 
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F.S. Huggins Chairman 
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Daniel Greenaway & Sons Limited 
Designers and Printers of Annual Reports 


132 Commercial Street London E1 6NF Telephone 01-247 4343 
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The 

Annual Awards for company reports 
and accounts to United Dominions Trust 
and Hartwells Group at the Mansion 
House on Wednesday of last week, the 
Lord Mayor of London, The Rt Hon. 


Accountant 


RESENTING 


Lord Mais, G.B.E., E.R.D., T.D., D.L. 
D.SC., C.ENG., said that the great majority 
of shareholders looked to the annual 
report and accounts presented by a com- 
pany to give them a picture of the com- 
pany itself. lt was therefore right and 
proper that the report and accounts 
should show as much as possible of the 
company's activities, and the disclosure 
of information in an easily readable form 
was the duty of all companies. 

The Awards were presented in the 
presence of a large and distinguished 
assembly representing the City, the Civil 
Service, the professions, industry and 
commerce. Mr Percy F. Hughes, Editor- 
in-Chief of The Accountant, presided, 
and also on the platform were the repre- 
sentatives of the winning companies, 
Sir Alexander Ross, chairman of United 
Dominions Trust, and Mr F. S. Huggins, 
chairman of Hartwells Group. 


CHAIRMAN'S ADDRESS 


In the course of his opening address, Mr 
Percy F. Hughes said: 

“My first and very pleasant duty is to 
welcome you all to the 1973 presentations 
of The Accountant Annual Awards, the 
twentieth ceremony of this kind. Some 
of you have attended all of them and I 
much appreciate the support which we 
continue to receive from you all and, in 
particular, from the various professional 
bodies. 

“The accountancy bodies continue to 
strive for better standards of financial 
reporting and, like The Accountant Annual 
Awards, endeavour to keep ahead of the 
law which lays down minimum, though 
good, standards which are necessarily 
less flexible than those that are self- 
imposed, because those imposing them 
desire to achieve something that is the 
best that can be obtained at that point of 
time. 


‘To you, My Lord Mayor, may I 
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Lord Mayor of London Presents — 
the Annual Awards for 1973 





The Lord Mayor, centre, with the chairmen of the two winning companies: Sir Alexander Ross, 


of United Dominions Trust, /eft, and Mr F. S. 


express my thanks for your kindness in so 
readily agreeing to present the Awards 
and to make available for the purpose 
your official residence. ‘This is a privilege 
which we all appreciate very much in- 
deed. It is the second occasion on which 
you have yourself attended this ceremony, 
because three years ago you were present 
during your period of office as Sheriff. 
You have many important business as- 
sociations and will therefore appreciate 
the importance of good financial reporting 
which The Accountant Annual Awards 
scheme has endeavoured to foster and 
encourage during the last 20 years. We 
are delighted that it has also been possible 
for the Lady Mayoress to accompany you 
this morning. 


‘We know that you are interested in 
marketing, a subject which is of very 
considerable importance to all aspects of 
industry and, therefore, to a very con- 
siderable number of those present today. 
In some industries production comes 
first and selling afterwards, but the mar- 


Huggins, of Hartwells Group. 


ket potential must be considered before 
production begins. Alternatively, some 
industries are concerned to sell before 
they produce and here again, the market 
must be determined and probed before 
selling and production can begin. All 
this does, of course, lead up to the fact 
that unless there are adequate markets 
for companies who submit their accounts 
for consideration under our scheme, there 
will be no accounts. 


Panel membership 


‘There have been changes in the con- 
stitution of our Panel this year but Mr 
Michael Wheeler, Q.c., has again been 
Chairman and I would like to thank 
him and all members of the Panel for 
the services which they continue to ren- 
der for a cause which has been widely 
acclaimed. Sadly, Mr T. Hamilton Baynes 
died in January, having served the Panel 
for several years. Mr W. G. Campbell 
retired after many years as a member, 
and Mr Peter Baring asked to be relieved 
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of these duties because of increased 
business commitments. They were suc- 
ceeded by Mr T. G. Abell, Mr J. P. 
Grenside, Mr David Richards and Mr 
E. A. Lediard Smith. Mr W. S. Risk, Mr 
Robert Knight, Mr Anthony Mallinson, 
Mr Trevor W. Macdonald, Mr P. H. 
Swan and Mr Arthur Webb have served 
the Panel for a further vear, and the 
Secretary has again been Mr Peter 
Chapman. They have a difficult task 
which they perform with very consider- 
able expertise, determination and good 
humour and give freely of their time and 
skill, for which we are all grateful. 


Support of professional bodies 


'Once again, we have the tremendous 
support of the various professional bodies 
and on the platform we have Mr E. K. 
Wright, President, The Institute of 
Chartered Accountants in England and 
Wales; Mr W. N. K. M. Crawford, 
President, The Institute of Chartered 
Accountants of Scotland; Mr C. F. 
Smith, President, The Institute of Char- 
tered Accountants in Ireland; Mr 
T. O. W, Newman, President, The As- 
sociation of Certified Accountants; Mr 
W. Bowdell, President, The Institute of 
Municipal ‘Treasurers and Accountants; 
Mr A. W. Howitt, Immediate Past Presi- 
dent, The Institute of Cost and Manage- 
ment Accountants; Mr T. E. D. Mason, 
President, The Institute of Chartered 
Secretaries and Administrators, and Mr 
R. Van de Woestyne, Past President, Col- 
lége National des Experts Comptables 
de Belgique. 

"When I was in New Zealand last Octo- 
ber, I was invited to explain to repre- 
sentatives of the New Zealand Society 
of Accountants some of the aspects of 
our scheme as they had fallen heir to an 
Awards scheme, following the merger 
between the Society and the Incorporated 
Institute of Accountants of New Zealand. 
Many of you will have seen from The 
Accountant of June 7th, that they appear 





Sir Alexander Ross and Lady Ross. 
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Mr A. C. Richards, F.LA., finance director of United Dominions Trust, holding his company's 
Award, with, /eft to right, Mr M. J. King, F.C.A., deputy group accountant, Mr N. C. Eastwood, 
F.C.A., group chief accountant, Mr P. W. S. Rowland, M.A., group secretary, and Mr N. W. 


Jeremy, A.C.!.S., group registrar. 


to have followed very closely many aspects 
of our own scheme. 

"Io United Dominions Trust and 
Hartwells Group, I would express my 
congratulations on their success this 
year. You will remember that there is no 
distinction between the Awards, being 
of equal merit, but one is for large com- 
panies and the other for smaller ones.' 


PRESENTATION OF THE 
AWARDS 


Presenting the Awards, the Lord Mayor 
said: 

“It gives me the very greatest pleasure 
to welcome you here to Mansion House 
today and to this very lovely Egyptian 
Hall. 

"This building is situated in the centre 
of the City of London, a City whose finan- 
cial expertise is basically responsible for 
this country's prosperity. For, without 
the invisible surplus which is largely 
earned in the Square Mile, we would 
indeed be in serious trouble. 

'So, I can think of no better place to 
hold this meeting, at which I shall have 
the privilege of presenting Awards for 
the best prepared and most informative 
annual reports and accounts produced by 
companies for the past year, than this 
particular building. 

“The companies chosen for the Awards 
have indeed to face a formidable Panel of 
Judges drawn from the accountancy pro- 
fession, the legal profession, merchant 
banking, The Stock Exchange and in- 
dustry and commerce, and if you can get 
by that lot you have earned what they 
are going to give you. (Laughter.) 

“The basic principles on which the set 


of accounts and the report are judged 
is the form of presentation — above all 
the clarity with which it is presented, 
the manner in which it has been produced 
and, of course, the adequacy and detail 
of the information. As far as the great 
majority of shareholders are concerned 
and the general public, it is the annual 
report and accounts presented by a com- 
pany which give them a picture of the 
company itself. 

“Po them, what is contained in that 
report is all that they can really know 
about the company in which they have 
invested their money, or may be contem- 
plating investing it, and therefore it is 
right and proper, apart from many other 
reasons, that the annual report must 
show as much as possible of the com- 
pany's activities in probably what amounts 
to only a few pages. It becomes quite a 
work of art and one which requires great 
expertise and considerable knowledge 
and understanding to produce. 


An incentive 


'Having regard to the magnitude of 
business expansion throughout the world 
and the ever-increasing size of companies, 
it is not surprising that annual reports 
are attracting more attention than ever 
before. While the Companies Acts, of 
course, lay down the minimum infor- 
mation to be given, it has in recent years 
become the practice to give considerably 
more information over and above the 
legal minimum and, Mr Chairman, this 
has been greatly encouraged, I am sure, 
through the incentive provided by your 
Awards. 

‘I think we would all agree that as a 
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Mr F. S. Huggins holds the Award for Hartwells with, left to right, Mr H. Barrett, F.C.A., 


financial director and secretary, Mr O. B. T. Bennett, F.C.A., representing the company's 
auditors, and Mr P. C. Barrett, B.Sc., A.C.A., group accountant. 


result of perhaps one or two unfortunate 
incidents in recent times we can expect 
that the Government will lay down even 
stricter rules with regard to the dis- 
closure of information, not only in com- 
pany accounts but it would appear that 
boardroom decisions may also have to 
be made known. 

“Should this come about, I personally 
can see that it could create many prob- 
lens for us and some danger for the com- 
panies concerned, for inevitably there 
must be certain decisions which it would 
not be in the interests of the company 
or the shareholders if they were made 
public. 


Duty of all companies 


“Nevertheless, that does not in any way 
alter the position with regard to the 
information which should be contained 
in a company's published report and 
accounts. The disclosure of information 
in an easily readable form is, I feel, the 
duty of all companies. 

“It should, however, not be lost sight 
of that we in this country are considerably 
in advance of those other countries in 
the European Economic Community in 
the manner in which we present a true 
and fair view of the company's affairs. 
So, we can take considerable satisfaction 
from that. 

“To have presented these Awards would 
have given me very great pleasure at any 
time, but it is particularly pleasing that 
one of the Awards has been won by 
United Dominions Trust, whose chair- 
man, Sir Alec Ross, is one with whom 
I have had a long-standing friendship, a 
friendship which I value greatly. Let me 


say here and now that I was not consulted 
in this selection . . . (Laughter) . . . and 
I was not a member of the Panel, so this 
choice is nothing to do with me. 

*Now, Mr Chairman, I have great 
pleasure in proceeding to the presentation 


of the Awards.’ ( Applause.) 


ACKNOWLEDGEMENTS OF 
PRESENTATIONS 


Acknowledging the presentation made to 
his company, Sir Alexander Ross, chair- 
man of United Dominions Trust, said: 

‘Of the many letters that I have 
received on my desk over the past year 
very few have given me as much pleasure 
as the one which I had from Mr Webb 
last month, telling me that UDT had 
won The Accountant Annual Award for 
its 1972 report and accounts. The fact 
that we were the first financial institution 
to win this coveted prize added to my 
pleasure. 

“For us in UDT, 1972 was a special 
year because we adopted a new approach 
to the content and presentation of our 
report and accounts. We went over all 
the detail with the object of both giving 
and receiving the maximum advantage 
from what is without doubt the most im- 
portant document published by the com- 
pany each year. 

‘Briefly, our objectives were, first of 
all, to produce a document which was 
comprehensive in its information and 
which met the differing requirements 
of a wide span of readership. We have 
about 12,000 stockholders, but in the 
course of a year we send out some 
30,000 copies of our report and accounts. 
The range of people who receive them 


spreads from those who want a quick 
look at the results expressed in layman's 
language to those, like the professional 
analysts, whose duty it is to delve into the 
details of the accounts and notes and 
narrative. 

‘Secondly, we set out to present the 
document in a form which would en- 
courage people to read it, to understand 
it, and so to learn more about UDT and 
its activities and aspirations. 

"Thirdly, I needed little persuasion to 
curtail my own statement by restricting it 
to overall group performance, policy and 
prospects. 


Fourth objective 


"This enabled us to achieve our fourth 
objective, which was to give the directors 
responsible for the day-to-day operations 
of the group the opportunity to report 
personally on the activities and results of 
their respective divisions. 

*Our time and effort have been amply 
rewarded - initially by the favourable re- 
action which we immediately received 
from many sources following publication 
of the report and accounts in August 
last year, and now by the winning of 
this Award which, My Lord Mayor, 
you have kindly presented to me on 
behalf of UDT today. 

“An incidental indication of the esteem 
attaching to this Award has been the un- 
precedented demand for our 1972 report 
and accounts since the date of its an- 
nouncement. We have been asked for 
copies by many people, not only in the 
United Kingdom, but also from places 
as far afield as Kenya and Australia. We 
have even had to ration copies and to 
those whose requests have not been met 
in full, may I say that our 1973 report 
and accounts will be published in August 





E gro. T ANN. 

Mr T. O. W. Newman, F.C.C.A., F.C.!.S., 
President of The Association of Certified 
Accountants, ríght, with Mrs Newman and 
Mr W. Bowdell, C.B.E., B.Sc.(Econ.), 
F.I.M.T.A., F.R.V.A., President of The Insti- 
tute of Municipal Treasurers and Accountants. 
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and we will gladly send copies to anyone 
who wants some. I need hardly add that 
we are contemplating little change in 
content and presentation this year! 

‘So, on behalf of the UDT Group, I 
thank you, Mr Chairman, and the Panel 
of Judges, for this splendid Award and 
take this opportunity to pay tribute to 
The Accountant for all that it has done 
and will continue to do in encouraging 
improvement in the standard and reputa- 
tion of reports and accounts of public 
companies, and I wish this admirable and 
authoritative journal an ever-increasing 
success in the future.' ( Applause). 


On behalf of Hartwells Group, Mr 
F. S. Huggins, chairman of the company, 
said: 

"When I was informed by the Editor 
of The Accountant that my company had 
been selected to receive one of the Awards 
for our 1972 accounts, no one could 
have been more surprised than I. 

‘We started off as a company in 1919 
with a small garage at Chipping Norton, 


Oxfordshire, and when I joined the com- 


pany in 1929, 44 years ago, our turnover 
was approximately {100,000 and we 
employed about 40 people. Our past 
chairman, Mr F. Beecher, and I have 
been together since those early days, and 
I am delighted that he is able to be here 
with us today. 

“Twenty years ago our turnover reached 
{1 million, and I shall remember 1973 
for two historic events—we have just 
announced our last year’s results, a turn- 
over of over £32 million and a profit of 
just over £1 million, which is a mile- 
stone in our history, and the climax is 
to receive The Accountant Award for 
our 1972 report. 

‘When I was first promoted to manage 
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Mr T. E. D. Mason, B.Com, F.C.C.A., 
F.C.1.S., President of The Institute of Char- 
tered Secretaries and Administrators, and 
Mrs Mason. 


a depot, figures were scarce and I sup- 
pose bank overdraft, value of stocks, 
debtors and creditors were our measuring 
stick as to month to month profitability. 
I had not heard of cash flow — if you were 
short of money you prayed that the bank 
manager would oblige. (Laughter). 

"When my colleague, Mr Horace 
Barrett, our financial director, jeined our 
company in 1953, we started to become 
more professional. I would like to say 
that most of the credit for the winning 
of this Award must go to Mr Barrett, not 
forgetting the small team of loyal staff 
who have to keep strictly to the dates 
given to them for the information that is 
required for the completion of our annual 
accounts. 

‘Two years ago, Mr Barrett's son, 
Peter, joined us, having been articled to 
Thornton Baker & Co, and before we 
finalized our 1972 accounts, on his sug- 
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Mr F. S. Huggins, chairman of Hartwells Group, /eft, with Mrs Huggins, Mrs Robert Knight 
and Mr Robert Knight, F.C.I.S., a member of the Panel. 
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gestion we agreed to make a few changes 
from the previous year, which may have 
helped us to win this Award. 

‘I would like to thank Mr Bennett, a 
partner of ‘Thornton Baker, our auditors, 
for all the help he has given us over the 
years — his sound advice has always been 
appreciated — and also the care and atten- 
tion in the printing of the accounts by 
Greenaways. 

"When it comes to the chairman's 
report, I do not find it difficult to say 
what has happened in the past year, but 
forecasting what next year's results will 
be is more difficult. 

'In our industry over the past years we 
have been able to say “subject to Govern- 
ment restrictions" or “industrial disputes” 
or both; this year we have a third partner, 
"Phase II", to confuse our shareholders. 

“Some of our shareholders, however, 
do not seem too confused over “Phase 
II" — one rang us and suggested that as 
dividends were restricted we might like 
to allow him a good discount off a new 
car. (Laughter). 


Good relations 


‘I would like to add my thanks to those 
expressed by Sir Alexander Ross. I was 
most pleased to hear from the Editor of 
The Accountant that the other Award 
winner was United Dominions Trust as 
we have enjoyed good business relations 
with this company for a very long time, 
and it has also been my pleasure to have 
known Sir Alexander fora number of years. 

'I read in a financial paper that UDT 
were the first finance and banking com- 
pany to win this Award, and from the 
previous list of winners it is good to 
know that we are also the first motor 
vehicle distributor. 

‘I would like to say “thank you" to 
Mr Hughes, the Editor-in-Chief, and 
Mr Webb, the Editor of The Accountant, 
and also the Panel of Judges who must 
face a super-human task in sifting through 
the entries in order to arrive at a final 
decision. You must be a wonderful body 
of men to decide that my company was 
worthy of an Award. (Laughter). 

“Finally, My Lord Mayor, this is the 
first occasion that I have been to the 
Mansion House, and I would like to 
thank you and the Lady Mayoress most 
sincerely for inviting me to this historic 
building to be presented with the Award 
by you, My Lord Mayor.' ( Applause). 


PANEL CHAIRMAN'S 
COMMENTS 


Mr Michael Wheeler, Q.c., Chairman of 
the Panel of Judges, said: 

‘In accordance with long-standing tra- 
dition, it is my pleasant task to say 
something about the work of the Panel 
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airman of the Panel of Judges, checks on the programme, with 


Mrs Wheeler and Mr P. H. Swan, D.S.O., D.F.C., a member of the Panel. 


in this past year. You may feel, as I do, 
that this is not perhaps the time and place 
for a long dissertation on accounting 
practice. I propose, therefore, to be 
brief and hopefully reasonably intel- 
ligent. 

“For the Panel it has been an exacting 
but rewarding year. There were nearly 
1,250 sets of accounts submitted and this 
is only a few less than the record number 
of last year. As you know, we divide 
them into two categories of larger and 
smaller companies. The most rewarding 
feature, I think, has been the very high 
standard amongst the best of the larger 
companies. They have set a magnificent 
example to everyone else. But, I would 
like to say that our general feeling is that 
there is room for improvement overall 
among the smaller companies. 'T'hat will 
not detract, I hope, from Mr Huggins's 
enjoyment of today. 


What do we look for ? 

‘But if I am going to be critical, I had 
better answer the rhetorical question — 
what do we look for? You, My Lord 
Mayor, have already given us an admir- 
able summary on this and I do not 
propose to go over the ground again of 
what ideally should appear in a report 
and accounts. 

“There are one or two comments I 
would make. It is, of course, necessary 
that accounts should comply with the 
law. We on the Panel also pay particular 
attention to the way accounts comply 
with the Statements on Standard Ac- 
counting Practice. These lay down in 
general terms standard accounting prac- 
tices worked out by 'The Institute of 
Chartered Accountants in England and 
Wales in association with a number of 
other accountancy bodies and they are 


certainly having an admirable effect on 
the type of information which is given in 
accounts. 

'Accounts must be lucid and accurate, 
but within that general requirement we 
try ourselves not to be dogmatic or rigid 
and we are certainly not impressed by 
mere lavishness. I would invite you to 
look at the two sets of accounts which 
have won the Awards this year, because 
in some respects they differ. 

‘UDT has a glossy cover; Hartwells is 
on good plain paper. UDT has a rather 
attractive colour photograph of the chair- 
man — he is actually much better looking 
in real life. (Laughter.) Each of them has 
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photographs: UD'T's are in colour and 
Hartwell's are in black and white; but 
they are unobtrusive and they tell an 
integral part of the story; they do not 
distract your attention when you are 
trying to concentrate on something else. 
The fact that in both cases the photo- 
graphs are at the back of the reports is 
perhaps a coincidence. 

'But even with the best accounts there 
is room for improvement, as 1 am sure 
the chairmen here today will realize. 
So, in a spirit of co-operation rather than 
criticism, may I offer two comments. 

‘One of the things which I and my 
colleagues find irritating is a bare state- 
ment on the outside cover of the accounts 
“1972 Accounts”, without any indication 
of the year-end; and when you do dis- 
cover the date you may well find that is it 
January 2nd of the year mentioned on the 
cover, which can sometimes be really 
misleading. 

“Both the winners this year have failed 
in this respect, though with fairness to 
UDT they do give the year-end pro- 
minently on page one. I would like to 
make a plea that accounts should state 
the actual date of the year-end pro- 
minently on the outside cover. 


Group profile 


‘I would make one other plea- it is a 
plea that I made last year and I shall go 
on making it, I hope not entirely in vain. 
Please do not assume that everybody has 
heard of you before. It is often a great 
help just to have a half-page on the inside 
cover which tells the reader something 
about what the company or group does. 


E. K. Wright, M.A., F.C.A., President of The Institute of 


Chartered Accountants in England and Wales, /eft, with Mrs C. F. Smith, Mrs Wright, Mrs 
W. N. K. M. Crawford, Mr C. F. Smith, F.C.A., President of The Institute of Chartered Accountants 
in Ireland, Mrs Macdonald and Mr Trevor W. Macdonald, C.A., a member of the Panel of 
Judges, and Mr W. N. K. M. Crawford, V.R.D., C.A., President of The Institute of Chartered 


Accountants of Scotland. 
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Mr Percy F. Hughes and Mr Arthur E. Webb, Editor of 7he Accountant, welcome Mr and Mrs 


R. Van de Woestyne, of Brussels. 


After all, if BP can do it — they did very 
well last year — then others can do it too. 
Neither of this year's winners did it. 


“These are minor points that we would 
like to see taken up and there are other 
points of greater importance which I 
would like just to touch on. 


"Quite rightly, in order to assist 
analysts, companies seek to indicate what 
capital is employed in producing their 
results. The capital that they employ 
includes, of course, their overdrawn 
accounts at their banks, That is fair 
enough, but please do not do as so many 
appear to be doing, namely treat them as 
"net assets". Net assets to me means 
something that belongs to the share- 
holders. Try to convince a bank manager 
that the company's -overdraft belongs to 
the shareholders and see how you get on! 
In itself, this is a small point, but let us 
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Mr W. S. Risk, B. Com; CA 
J.Dip.M.A., Vice- President of The Institute 
of Chartered Accountants of Scotland and a 
member of the Panel of Judges, and Mrs Risk. 


F.C.M.A., 





put a stop to it now. By all means in- 
clude bank overdrafts under the heading 
"capital employed" or something like 
that. But don't, I beg of vou, call them 
"net assets" 


Tax treatment 


“Then there is the treatment of tax. 
Quite obviously it is of cardinal import- 
ance that some sort of transfer should be 
made to a tax reserve which is com- 
mensurate with the tax liability which will 
arise on the profits dealt with in the 
accounts. But the way it is to be done in 
the light of the new imputation tax sys- 
tem is something which requires — and 
is given — careful thought in the Account- 
ing Standards Steering Committee Ex- 
posure Draft 12. 


'Another factor to which we attach 
importance is the ease with which we 
can discover the liquidity of the company 
— that is to say the extent to which its 
current assets exceed its liabilities and its 
ability to meet those liabilities without 
difficulty. So, too, we look for a clear 
statement of a company's source and 
disposition of funds- a comparison of 
its bank balances and investments at the 
beginning and end of the year which will 
show whether the company's activities 
are generating additional liquid resources 
or are eating into those which it pre- 
viously had. 


Fourth Directive 


'So much for accountancy procedures. 
To end, I would just like to say a brief 
word or two about the EEC. 

“As far as accountancy is concerned, in 
July 1971, the European Economic Com- 
mission published what it called a pro- 
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posed Fourth Directive for the Annual 
Accounts of Limited Companies. When, 
towards the end of last year, it became 
clear that we were going to join the EEC, 
a distinguished committee of people from 
accountancy bodies in this country, in- 
cluding, I am glad to say, a member of 
our Panel, Mr John Grenside, engaged in 
discussions with their European counter- 
parts on the subject of this draft direc- 
tive. The object of the directive was 
harmonization — an object which is per- 
haps sometimes over-stressed, because 
if you attach too much importance to 
standardization you risk lowering stan- 
dards by standardizing downwards. 


Accounting standards 


‘My Lord Mayor, you said- and I 
respectfully agree — that the standards of 
accounting in this country are probably 
higher than in any other country in 
Europe. It 1s particularly important there- 
fore that anyone who can influence the 
maintenance and improvement of ac- 
counting standards in this country 
should do his utmost to ensure that 
merely for the sake of harmonization 
we do not accept something less than the 
best that we have already evolved. The 
most effective way of persuading others 
is by showing that you have put your 
ideas into practical operation and that 
they work. This is what we on the Panel 
seek to encourage and this is one of the 
reasons why The Accountant's Award is 
such an admirable institution.’ ( Applause.) 


WELCOME TO THE GUESTS 


Mr Arthur E. Webb, Editor of The 
Accountant, extended a welcome to the 
many guests who were present and re- 
ferred particularly to the presence of 
the ladies. 





British 


Chaltinan: 
Branch, International Fiscal Association, and 
Mrs Davies. 


Mr Alun G. Davies, 
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por the CS 1973 is the Year of the Ox; Dr 
Kissinger, in a widely-quoted speech at the Associated 
. Press luncheon in New York on April 23rd, named it the 
Year of Europe, and called for a ‘new Atlantic Charter” 


before the end of.the year. This proposal was intended as: 


an initiative of equal significance with that taken 26 years 

ago by George C. Marshall, which launched the-Marshall 

Plan for the reconstruction of war-devastated Europe. 
Parallels of this kind are always open to misinterpretation,, 


^. and the decline in the fortunes of the Ni ixon administration 


"has discounted in advance the likely returns om this one. 
However, leaving aside the rhetoric and promotional 


ballyhoo, 1973 is bound to see at least the beginning of 
significant changes in - the organization. of the je: 


^. economy. 


a exchange rates "with fixed parities in terms of the dollar, ' 


" 


...,X9408 have both taken considerable punishment over the 


The world die and monetary systems set up in the 
years, and need drastic reform. The IMF, based on 
is now floating uneasily in a world which has seen the dollar 


. twice devalued and in which the US balance of payments 
is a matter of daily, almost hourly concern. At the IMF 


-annual meeting in Nairobi in September, proposals for 


monetary reform will be put forward and, it is to be hoped, 
arrangements for their implementation set in train. The 


succeeded in adopting a common stance on monetary 
policy. 


On the trade front a new round of negotiations is to” 


‘begin in the GATT in the autumn which may run on for 


to 


. working of the CAP and attempts to reform its .more. 


the next couple of years. A GATT' preparatory com- 
mittee is already at work on the agenda, and in Brussels 
the Commission is drafting the outlines of a Commünity 
bargaining position. * 


The negotiators have three broad tasks to perform. The: 


` first 1s to continue-the move towards the liberalization of 


world trade already considerably advanced by the Kennedy. 


- Round. The second is to deal with the problems raised by 
the enlargement of the Community for the international 
trading system. This will involve the discussion of the 
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The Ye of Europe 


by RICHARD. BAILEY 2 


agreements offered to Commonwealth countries as pait of 


the Treaty of Accession bring Commonwealth countries in . 


: Africa, the Caribbean and the Pacific into the Comniunity 


| ge European Community will “inevitably play an * 
- Important part in these discussions, but so far has not. 


»- 


protectionist aspects; it will also bring under review the. 
' . «special trading agreements made by the Community with 


Mediterranean and African countries and the way in which. - 
. these may introduce new restrictions" on the: patterns of 


world trade. 
‘The third. set of Dale: concerns the trade: of the 
: developing countries. Here the Community can point to 
its introduction of a system of generalized preferences on 


imports of manufactured goods from developing countries, - 
as a positive policy initiative- However, the association 


: . i : i 
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„orbit, but leave out India, Malaysia and other Asian 


countries. The developing countries will be interested less 
in the political implications of these arrangements than in 
their effect on trade, aid and technical assistance. i 


The consideration of a.new Atlantic ‘Charter must also 


include defence. Here the Community is divided as one of | 
its original members, France, has withdrawn from NATO, | 


and Ireland has never- belonged to it. As the Community 
is a long way from effective political integration, discussion 


of defence will be on a different footing; this may be the. 


wa 
` 


whole of NATO plus Japan, which would be regarded as a-. , 


North Atlantic power for these-purposes. 
On the discussions on trade and monetary arrangements 


it is possible to envisage a Community line developing. 


On the defence front the Europeans are not in sight of 
agreement on how talks might proceed, let alone on what. 
policy line should be taken, | i 


New Commissioner | 
M CLAUDE CHEYSSON of the French Ministry of Foreign 


X ost 


Affairs has replaced M Jean-François Deniau as the, Com- +. 
missioner responsible for development aid and co- operation," - 


and for the Community budget and financial supervision... 


M. Deniau, who had been a member of the Commission ` ~; 
since 1967, has become Secretary of State responsible for’ 


France’ S aid and technical assistance PSY 


Workers i in the Boardroom 


"THE COMMISSION has prepared an action plan on social. 
policy. on the lines agreed at last October's Paris Summit _- 
meeting. Among its proposals, those.on workers’ par- 


ticipation in management have considérable topical sig- > 


nificance. . 


The proposals are ‘modelled on the German and Dutch, - 


practice of a two-tier strücture, consisting of a management. -> 


committee dealing with the day-to-day running of the firm, . 


and a supervisory board. which determines company 


policy. The latter, it is proposed, would consist of one-third: ` -- 


workers’ and two-thirds shareholders’ 


representatives. ae 


Discussion of workers’ participation has been going on over ^ 
.the years in Britain and other Community countries. 


Works councils, with somewhat different terms of reference 
from those now proposed, exist in many large firms. ' 
The idea of a two-tier board system is new if not novel, 


and will require careful-considerátion. The TUC is * 
reported to have given broad support to.the proposals 


for a O peus in preference to works councils. . 
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"The" situation is complicated, however, us ‘the view, 
idey held on the Continent and-in the UK, that workers 


. Om company boards would evolve into a new: species of 
manager and would not FUSCE repreni the views of 


the shop floor. 


"Opposition on tlie employers' side i is based on the.tradi- 


"tional view. that workers would act ‘irresponsibly’ in 


;management because they have no capital stake. This- 


i$ the-view put forward by UNICE the European Em- 
.. ployers Federation. The ` proposals put forward by the. 
: Commission are not final, and will require agreement by 
“the Council . of Ministers before. they: veg. to AE 
“national policies. 


So far as Britain is Concerned. two important. ME of l 
he proposals have to be considered. The first is that they, 
' "have received the qualified acceptance of the TUC. While’ 
- ^ it is'still too soon to forecast what might be the outcome of. 


“the Commission's proposals it would bei interesting, to say 
the least, if they- became the: means of promonog TUC 
. policies. 


"The other. specifically UK el of the matter is die 


: i current criticism of management practices as seen in the 
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: Lonrho affair and in Mr Heath's admonitions. delivered . 
vat the Institute of Directors’ lunch. Membership of. the: 
Er is coming to mean that ideas as Wen as goods AE 


are Hu more freely across the Channel.: 


The Shirt Standard - S. MCN 


A REPORT in ‘Europe Community’ states that it- takes-an’ 


¡average 158 hours’ work to buy-a "washing machine in the 


original Six today compared with 508 hours in 1960. Ar 
Es refrigerator which took 361 hours? work ten years ago now 


requires only 74 hours. For a raincoat the corresponding 


T E figures : are 60 to 14 hours, and for a shirt 12 and 3 hours. 


- 


- 


k ` 


. During 1958-71, purchasing power in.the Six per in- 
habitant grew by 74 per cent; in the UK it went up by. 


34 per cent, and in the USA by 39 per cent. Between 
-19y0 and 1971 it increased by. 2:5 per cent in the Six, 


compared. with 1-7 per cent in the UK and I'l per cent 


+. 
4 


in America. 
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Economic Quarterly Survey - 


"THE ECONOMIC upswing in the- European o i$ 


likely to. continue and is spreading to additional areas, : OR By RA atk 
THE REPORT discusses in some detail thé economic situation : 


according to the Commission's first quarterly. economic 


report for the enlarged Community for” 1973. "This should | 


be helpful to the UK economy. 


K I) The Community" $ enlargemerit has boosted terial trade. 


. (2) Consumer demand is expanding . vigorously. This - has 
. helped bring about an increase in business confidence 
` and investment. 


(3) Trade with the United States has pcd with the | 


- expansion of the American economy: 


"The biggest worry is the conned pence inflation. = 
Common action against rising prices is still at an early... 
stage. The Commission. points out that inflation cannot 
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The UK Economy I es 


, Main factors involved i in reaching this broad cofclusion. 
are : : 


ur a, 


- ` = = 


their own. One reason is the rising’ cost of ee raw 
materias and semi-manufactures. 


The. ommission also points to. the vulnerability of the E 
Community to world monetary disturbances. . . "x 
The economy . is expanding satisfactorily in all the 
member countries. The employment situation has improved .. 
everywkere, especially in Ireland, Italy, and the UK; where ... 
unempleyment has. recently been: relatively high. But : 
costs amd prices have continued to rise too fast, with the 
annual rate of increase currently ranging from. 577 per cent’. * 
in Luxembourg to 8-2 per cent in Ireland (UK 7-7 per cent). 


The world monetary crisis of February 1973. was asso- 


ciated with major. inflows of dollars into the Community. 


This shawed once again how unstable the world monetary 


situatior 1s, and how open the puny is to Speculative 


movements of currency: 
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i indi be onada by member contes Biting: on 


Community ` ‘exports’ continued to pad as a result of 


the faster rise in world’ demand and of the margin of spare 
capacity still available-in some member countries; Expan- 


sión by value has been more striking than expansion: by. . 


volume, owing to the marked i increase in export prices. 
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Econamic Outlook ` 
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| COMMUNITY EXPORTS are likely to go. ‘on rising fast, “despite . 
the dollar ‘devaluation and the- increased pressure on. - 


tm p 


production capacity. Internal demand in the ‘Community - 


~ -will con-inue to rise ‘throughout 1973, the report expects, — 
with an Increase in both consumer and capital spending. In 


the case of the. UK, Ireland and Italy, depreciation of 


r 


countries. 


- Stock-building will in-any event provide a strong E 


stimulus since in a number of member countries stocks of 


raw materials and -semi-mánufactures. are comparatively: 
.low, Inflation may, however; continue to rise.shatply,. 
the Commission warns. Factors involved are higher wage 
costs, rising costs of raw material and energy on the world `- 


markets, the ‘increased expense of' raising capital and 


| growing strains in. the supply-demand situation. 


in each of :the member countries, As regards the UK 
economy, the Commission. expects. the present expansion 
to contirue, although it has. some reservations. ` 


Trade should: be stimulated as a-restilt of-the.20 per cent: 
' cuts in tariffs last April between the original Six and the . 
three new member countries.- 


. The report's reservations were mainly the result of con- 


the Community has given some encouragement to invest- 
ment, thz Commission felt there was. a need fora faster 
increase n the rate of investment if the full benefits of the 


dynamic effect of joining the Community were' to be. 
obtained. 
The report. rd that unemployment i in, the UK: 


would continue to fall. 


2 ec * - 
* å - = 
* F E > 7 . a 1 "t * P" ~ 
t * r 
s 


‘national currencies has meant an increase. in competitive- : 
ness. This may result in a faster rise in investment in these . 


_tinuing signs of loss of competitiveness. Although joining - 
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` In the Court of Session — March oth, 1973 . 2 Le 


(Béfore Tue Lorp PRESIDENT (Lord EMSLIE), Lord MIGDALE, 


3 Lord CAMERON and Lord JOHNSTON) | : 


^ Income tax — Close company — Shortfall — Required standard `- 
. Maintenance and development of. business — Whether required |. 


‘standard correctly calculated — Finance Act 1922, section 21 —— 
Finance Act 196 5, sections 47 (3), 77, Schedule 18, paragraph iE 


The: company, a close company, appealed. against a shortfall 


IE assessment, under section 77 of Finance Act 1965, for the year 


.-1968-69 in thé sum of. £56,512; The required standard was 
' £101,512 but before the General Commissioners it was agreed 


1 


that the required standard should be taken to be £97,088, so 


- that the shortfall was £52,088. In their determination the 


yo 


. ** Generál Commissioners reduced: the: shortfall still „further to 
l "£45,000. | ' 


- It was contended by the company tliat in having regard to the 
- fequirements necessary or advisable for. the maintenance and 
.: development of the company's business, pursuant to section 
71 (3) (a) of the Act, the General Commissioners had erred i in 
law in two respects: (1) that they had treated the company's 


| trading stock as being available for distribution, (2). that: they 


^. 


. had ignored a contemplated eaae of £180,000. for 
“retooling, © 0 5, 5 2. 

For the: Revenue it was Contented that the sl Com- 
missioners had not treated the company's trading stock as being. 


' available for distribution, but that. in calculating the amount 


of the provision, which the company oüght reasonably to make 


. for the satisfaction of creditors, the General Commissioners had ` 


deducted the sum due to the debtors and also the value of the 
' stock. It was further contended that the General Commissioners 


had not disregarded the cohtemplated provision for re-tooling, 


but liad given consideration to this point in allowing a sum of 
_ £147,000. 
'T he General Commissioners decided in your of the nue 
- Held: the General Commissioners’ decision was correct, 


1 
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E & J. Clark Ltd v v. CIR ` 


Inthe- High Court of Justice ( Chancery Division) - March q 


1973 i E 
. (Before Mr Justice Micannj) LI ae xe 


“4 


Surtax — Close company — . Cóvenanted DNE to charity’ -. 


^ No income to be apportioned — Whether, total. amount of: donations 


` apportionable — Income Tax. Act 1952, section 249 — Finance’ Act 


^ 
-— 


LI ` » 

, 
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1965, sections 52 (4), 77, 78; Finance Act 1966; section 27, 
- Schedule 5, paragraph Io (1) - Finance Ae 1972, Schedule I6, 
paragraph 3 (I). — 

“The company; a close company, - made? a number of covenanted 


" donations to charity within section 52 (4)-of the Finance Act; 


- 31st, 1966. In October 1967, the company sent tó the Inspector” 


t^ 
` 


. 1965, during the accounting period, April 6th to December 


id Taxes the relevant documents, under Paragraph II: of 
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Schedule 181 to the Finance e AGE A T the Inspector - 
‘to intimate whether or not he proposed. to make an assessment ` 
under séction 77 of the Act, Inthe following month the Inspector . ` 
intimated that no action under ‘that’ section was proposed. 
Neverthéless the Board of Inland Revenue apportioned a sum 
of £50,000, the total of the covenanted donations to charity, 
among the participators-in the company. 

It was contended for the company that there was no authority’ 
in section 78 to maké-an apportionment under that section with- ' 
out there having been a shortfall assessment under section, 7n 
_ and that in particular there was no such authority in section - 
. 78 (2) which did no more than direct that amounts in respect of 
annual payments were to-be added to the income ae a 
under section 78; and that the subsectión did not itself authorize `. 
an apportionment. 

For the’ Revenue it was contended that, having regard to the ` 
words. ‘subject to’ at thé beginning of subsections (1) and (4) of - 
section 78, an apportionment could be made under subsection . 
(2), even though no shortfall assessment under section T had 
, been made. + 


- The Special A decided i in aioir of the Revenue. . 


Held: the Special Commissioners! decision was wrong, and the- 
-apportionment was invalid. | 


re 


Aplin i v. White. 
In the Be Court of Justice. (Chancesy Division) - Apni gii, 


1973. | Et 


(Before Mr Jüstice Mina) 


Income tax — Estate agency business 2 Deposit interest on rents ` 7 
collected. for clients — Whether assessable under Case III of 


Schedule :D or under Casé II of Schedule D — Income Tax Act 


" 
^ 


1952, sections 148, 208, 226, 524 (I) (4) ~ Income Tax Manage- i 


ment Act 1970, section 42, Schedule 2. 


The -taxpayér carried on an estate-agency business, and collected”: : 
rents for clients and paid outgoings, and also managed properties, > 


He ‘deducted expenses and his commission and- periodically. © 


accounted to his clients. This work was carried out without ` 
any formal contracts with the clients, though in some cases .. 
there were exchanges of letters and in others there;were merely ` 
oral instructions. Out of the rents thus collected the taxpayer- 
from time to time placed on deposit at a bank in his firm's | 
name z percentage of what he had collected, and this deposit, 


account contained nothing save the clients’ money and the interest 
earned upon. it. The collection of rents had gone on for a long 
time. "here-was no obligation on the taxpayer to place money. 


on deposit. To divide the interest among the various cliénts. * 


would be -a complicated. matter, as 


as rents were banked daily; b 


and, therefore, the taxpayer did not account to the clients for 


` any:of the interest. 


The taxpayer was assessed i in respect of the deposit interest 
under Case. ITI of Schedule D: E 
It was contended for him that this interest was really -the 


- property of his clients, but that the cost of apportioning it would ` 
outweigh the total interest received; and that the interest not . 


accounted for enabled him’ to make lower charges for r collecting 
the rents. ` 


It was contended, alternatively, that the interest was part of. i 


.the`profits of his business and was assessable under Case TI ai 
Schedule D... 


_ [twas contended for the Revenue that the deposit interest was . 
assessable on the taxpayer under Case III of Schedule D, in 


that, under section 148 of the Income Tax Act 1952, the tax- 
‘payer was the-person receiving or entitled to the interest. 


The General Commissioners decided in favour of the Revenue. ud 


Held: the General Commissioners' ‘decision was correct. dee 
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HERE is no doubt that unless piis are Wade 

pe prepared, and capital and revenue projects properly © 

Dni and appraised, there is little point in TUBE up 

with detailed control. | 

In traditional economic theory a firm sets out to maximize 

a v its profits. I have never been one to keep closely to economic 

" theory and my own feelirg is that the primary object of a . 

firm is survival. In order to survive a business must be 

profitable, be solvent, have adequate liquidity; and be” 

`: sable to continue an independent existence. All companies 

“need a forward plan whether this be formalized as in the 

. Case of the nationalized industries and many large com- 

- panies in the private sector, or of an informal nature as in 

many smaller businesses. Objectives must be designed and 
methods of achieving them agreed. 


Business objectives 


In the local governmenz sector one has heard about 

PPBS (planned programmed budgeting systems). 'The 

basic idea of PPBS is the need to set an objective and then 

. to decide how to achieve it. Business objectives can take - 
. many forms; for example, market share, introduction of : 
'.. new-brand names, and one can think of others which are 
not directly rélated to finance. An objective of this kind is 
of little use if.it cannot be stated in financial terms. Almost 
any objective car be achieved if the cost of achieving it is 
v: ignored. - 

A company Seeds to make profits and to build up re- 
serves. The relationship between short-term and long-term 
profits i is of some importance. A company must carefully . 

'v' consider the relationship Detween short-term profits and» 
the need to aim for growing profit levels in the longer 

- term. The short-term profits must be sufficiently large to 

-* deter a take-over, arid the ionger-term profits. must show a 


r 
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The substance of a paper presented. at the recent. West Tope s 
Regional Co of the ci of Internal Auditors. A 
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SML. There is no doubi that the art of accounting has changed a great dea: cver the years. aa A 
| An early form of modern accounting and control was suggested for public accounts 200 =: | 
| years. ago by Jeremy Bentham. Many of the principles of the methods cutlined by him o pt 4 
remain today, aithough they have been modified considerably. N] . - DO 
' But, of course, methods have become much more sophisticated, and rvaen we talk about : x xs 
- financial contro! today we really embrace the three main parts of it. These, as the author ; == 
here discusses, are financial planning, financial appraisal, as well as fiaencial control itself. > 07. s 5. 


i satisfactory. growth not only to maintain real resources, but , 
sources of supply and management and staff is fundamental 
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also to es-ablish a track récord that will attract financial . 
support. This sort of performance does not usually happen ' 
by chance; it has to be planned. 

In the ‘minds of business men. and accountants, cash 
flow has become of greater significance during the last 
decade. When we.look at new projects we now tend to- 
look at t3em basically from a cash-flow point of view, and 
although. cash was always an important factor its crucial 
role was not always fully recognized. The major company: 
crashes cf the last decade were caused by lack of funds 
rather than lack of profits. Making'sure that the funds are 
available when needed is a function of both planning and 
control. | 

The long-term plan of a company must not only sub to” 
set out profits and losses in accounting terms, but must 
include careful estimates of cash flow. This is to enable 
arrangements for financing to be made in advance and on a 
planned basis. A company negotiating early is in a position 
of strength to seek the best terms. There must be, however, 
sufficient fiexibility in the cash-flow forecasting tó. accom- . 
modate short-term fluctuations, and thus it-is of prime 
-importanze to monitor progress carefully i in order. to take 


' remedial action in good time. 


- 


General Financial strategy 


It is ofter. argued that shareholders wish, to maximize the 
return or their capital and this could apply even if it 
means leaving a shell company at the end of the operation. 


"In modern business this. sort of argument has less and less 


support. “or -various reasons, including social obligations, 
' pressure of trade unions, and obligations to creditors and, 
customers, great emphasis is now put upon the need to 
keep the rampany in existence and in a viable financial 


- condition 


The certinuous' pte of markets, ‘products, 


in this GOR PERNE age: fons a company S purak Com- 
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. petitive business celis uer equipment. to ones low ` 
cost goods and at.the same time needs the flexibility to. 
-handle change. A company’s most valuable asset is its 


. management and ‘employees. Money spent on training 
them. can bé extremely profitable, but it is just as important 


‘to Subject such expenditure to appraisal techniques as it. 


is when dealing with. capital projects. | 
. > E have talked about the importance of planning, profit- 
ability, liquidity and continued existence. At the same time 
top management must be constantly on the watch for the 
. proper development of the company and its image and for 
. Seizing opportunities including taking advantage of synergy 
^ where this is possible. A wise management considers not 
.. only which companies it would be advantageous to take 

-over, but also which companies would find it worth while to 
take oneself over - and even which companies should be 


encouraged in this: direction. Take-over activity — British: 


style > has been running at a high level for several years, 
and this is likely to continue. 

To get the right projects into a plan there is need for 
‘two: things — a bundle of ideas and a means of selecting the 
best of them. The ideas will originate from well-selected 

. and well-developed staff. The selection method is.a clinical 
analysis of the ideas. 

An area of financial control. where the emphasis is 

| firmly. placed on the cash flow is that of the newer methods 


. of appraisal based upon discounting methods. These’ 


‘techniques make ús think much more carefully about cash- 

v flow movements in the years.ahead as applied to particular 
projects and less about the effect on revenue.account. This 

_is not to say that these new. methods are acceptable in all 
cases and in fact some of the older methods such as 'the 
pay back period" still have their uses as a second check. 


It is important when using these methods to appraise a 


total programme and to examine also the effects on the 
short-term revenue account to see thát à proper bálance is 
achieved with the longer term. 'The gas industry adopted 
discounted cash-flow techniques in 1966 which was still 
early days for most companies, and has developed the 
, techniques: over the years. Since that time, by the greater 


. use of computer methods, mathematical models have been ` 


^ developed which are able to test the sensitivity of the results 


Ñ E o: appraisals of major Sene speedy 


Post- appraisal ' - 
Coupled with this more thorough d to appraisal ; is 


the need to check back on the figures. I regard post-- 
investment appraisal as essentially a financial control 
operation and not an extension of the audit of the con- - 
tracts. The people who should carry out the checkback aré 


those who are looking after the detailed records in which 
.the costs are accumulated; they are constantly comparing 


actuals with approvals. It is but one step further to eom DE | 


actuals and appraisals. | ~ 


In.some firms post-investment appraisal is earned: 


out by audit staff, but I think this is an incorrect .use 
of internal audit. The auditor should see that checkbacks 
- sare being carried out in accordance with the management's 
instructions, but his function is that of auditing the 
activities of the staff. undertaking the- post-investment 
appraisals, not of doing the checkback himself. 

I suspect that an. examination of the majority of com- 


~ 
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appraisal work carried out is comparatively small. It is 


important that the number of post-appraisals carfied out .*- 
should: be adequate .so that lessons learned from: such 
~ appraisals can be applied to m examination of iii i 


projects in the business. 


I have already mentioned one serious drawback of dis" " 
counted methods of investment appraisal, and this is the. . 


way in which the short-term revenue account tends to be ` 


ignored. If new investments are properly planned and.. 
phased within the overall corporate plan then this can be .. . 
overcome and the lean years of some projects balanced : 


bz 


against the fruitful years of others. One large British com-- 


pany does not use discounted cash flow because of the | 


short-term effects on its revenue account. "This seems to me 


to be a short cut to financial suicide, but it does emphasize . 


the need for care in adopting’ new techniques. One sug- - 


gested solution is that the present style of accounting should. . 


be abandoned and cash-flow accounting adopted. instead. - 


Cash flow would be the important factor, and the accruals’ 
concept and the distinction between capital and revenue | : 
would be of little. ‘importance. This i in amy view is going: too ' 


far. : 


Financial control 


This argument highlights the importance "of money | 

flows but by the abandonment of conventional accounting . 
much.worth-while information would be sacrificed. I believe - 
the answer lies in developing better cash-flow control . 
"systems alongside conventional accounting income "and 
expenditure methods. Various other techniques are being. `. 


used by businesses which bear a relationship to'financial 
control. Many come under the broad umbrella of opera- 


tional research, such as linear programming, dynamic. ` 
programming, and mathematical modelling. Their use by.” . 


accountants is expanding rapidly — . ' 


Financial planning and appraisal methods help to Ei ue 2 


that an enterprise stands a fair chance of having something 


worth controlling. In addition to the broad overall plan `., 
there is need for the preparation of detailed short-term .. 
budgets to enable management to control expenditure. and- . 


income accurately. 
The budget should be set out in strategic sections. 


doing with it, and how profitable each activity is. 


Many companies are now using specialized techniques - 
such as management by objectives. Objectives may, of - 
course, be in terms of markets, quantities, safety, etc., arid ^ 


of course they may be financial objectives. A’ manager’s 


- There obviously must be a breakdown. by product. There: . 
is not much point in accumulating costs according tó the”. 
type of expenditure incurred — what really matters is ` 
knowing why we are spending the money, what we are. 


objective may be to achieve a level of sales, to hold costs to . 


an agreed amount, to achieve a target level of costs per 
unit, or whatever. Many cómpanies using these techniques 
have found it a valuable discipline to set out and'agree a 
manager's objectives and then to measure his achievements 
against his objectives. 


The design of cost targéts is an area ENT is attracting . 


increasing attention. It is necessary to define clearly and 
unambiguously what the target is, to be sure of-its aptness 
and its place in the overall budget. Tagen have to be given 
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E rcs priorities should the need arise. 





Ark. “order of Briony, for- although: in a well-designed system : 


they will not contradict .each other, managers must know; control, but.the control of financing itself is assuming new 
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I have hel emphasized the importance of E T 


- 


- importance. The rise in the rate of interest and the squeeze 


For example, one of the targets which a passenger trans- ` 
~ poit manager could be set would be to maximize the. 


on profits and margins means that much greater, control .- 


- must bé placed on borrowing and the need to balance short- 


passengers per bus-mile. With this sort of target tlie- scope, ` 


.; "is enormous, from giving free rides to fill the buses; to`- 


+ eliminating all except. peak hour , services.. This sort of 


QUE must be avoided. : 


H ^ . Flexible budgetary control wasa *with-it'.term 30 um 


: ago. In those days flexible budgets tended to be the excep- - 


‘tion, whereas. now in most sizeable companies they are the. 
:: rule. They are important because although money targets. 


Should be part of the budgeting process the budgets 


themselves néed to be flexible to apply to pip changing: 


economic conditions. 


- ¡Computers 


? 


¡An enterprise involved ‘in a pianufacturing | or. selling needs 
,to relate part of its budget to output, so that the budget can. 


adjust automatically to changes in quantities. It may be 


" . expected probability of achievement. . 


. that-one day some of the ideas of PERT will rub off. on to. 
E computerized: management accounting and we shall. be* 


. examining a range of budget forecasts together with their > 
~ . that'increases in costs are quickly recognized and if remedial 


action Is impracticable that prices are e adjusted as soon as | 


"Ihe advent of the computer has made possible the ME E 


E E cation of some of the modern techniques I havé.been talking 


: about. Those involved in appraisals and assessments have 


> - made .use of computers for. several years now, and com- 


'puters are "becoming increasingly used for financial and. 


E , management accounting. 
The degree of success achieved with the aoao of 
computers has often left much to be desired, but here again: 


management is learning its lessons from its mistakes, In the 


past there has-been too much opting-out by line manage- 


ment from taking a real part in the introduction of new com- 


partnership between line management and the computer : 


-expert if success is to be achieved. , 
Some companies and corporations are developing models 


|ts charges to be tested quickly arid the effects seen on future 
profitability. How far are we away from the day when the 


.. accounting process itself will be integrated with a forward: 
computer model, so that automatically as new input is fed 


' into the accounting system, ad ii to forward financial 
: plans are made? - 
Ho that its arrangements for payment and collection of cash 
are good. Payment of invoices-before they are due i is a waste 


- of money and-must be avoided. Payment of invoices too: 
^ late gives: the company a bad reputation and “is com-. 


-^ mercially immoral. 


‘Similar considerations apply to the collection of. sums 
*- due. We in British Gas are one of the largest debt collection. 


 ;* companies in the world. We have 133 million customers and 
send out more than 60 million, accounts a year. Small 


‘A company. can make considerable savings by ‘ensuring 


term and longer-term: supplies of. money. 
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When there is a rising trend of interest rates, bortosdigs- y 
need to be longer term and made early, cutting short-term 
‘borrowings to. 4. minimum. As the interest rate peak. 


approackes the emphasis. must shift to short-term borrow- - 
ing, to avoid high rates for a long period. On the downward 
trend, longer term borrowing needs to be delayed and short- 


term borrowing. kept high so that the lowest long-term 


rates are achieved. Accurate forecasting is essential to- 
enable this to be done and also to control the quanno and 


| timing o- funds required.. 


The fcrecasting of interest ráte nda is a more difficult : 


| 7 .problem still, but an attempt has to be made if the 


considerzble savings obtainable are.tó be gained. 
Conirclling costs and performance is only part of 

financial control. The marketing’ people need «constant 

information from the accounting system to enable them to 


'seé that prices reflect changes in costs. Particularly i in these 


days of price and pay. controls, it is. of great importance 


possible. .. f 

One suspects that. some ‘of the current controls ill be 
with us for several years tó come and that our systems will 
need to be adapted to deal with them. 


Managementaccountancy | | 
Financial control is not just a matter of accountants 


reporting costs; it is of managers controlling costs. One of 


+ 


-the biggest changes, I have noticed during the past few -` 
- years in my own industry i is the greater involvement of line 
< puter systems and methods. What is needed is a true: 


— 


management in. management accounting matters. Some’, 
two years ago a new system of management accounting for - 


marketing began to be developed by our. marketing people... 
e with thé assistance of -accounting staff. Together we 
.. of their forward reyenue accounts to enable a multitude of : 


developec a completely new concept for our industry in 


presenting and handling management information. ` 


This system, entailed the division of the marketing 


"account into appropriate controllable sectors and ‘the . 
fixing. of targets and performance ratios for each sub- 
. division af the sector. The targets and ratios were based 
` upon what had been achieved in the better run parts of the -- 
industry end aimed to bring + up the standard. of the worst | 


areas to that of the best. 

This -also entailed the use of a oo of nee han 
comparisan which enabled the targets to be set out.on a 
practical basis. The system entails the very speedy reporting 


of results against performance targets and ratios at all 
levels of management, together with quite specific guidance 


|! ^s improvements ih our procedures can save large sums of - 


money simply because of the scale on which we operate. 


+ A company must prevent itself being treated as an interest- 


.. free lender. It may be a right course of action to stop 
ue d supplies even if this | means losing some business. 


to management.on the steps needed to be taken to ne 
their targets. E 

The system is in its early Eds but already. it is being . 
extended to other functions, for there are very great savings 
to be mace by the use of these methods. We need more 


involvement of this kind with line management. 


The Price and Pay Code is-based-on existing accounting 
practices, and it may Seem a a strange coincidence that in the 
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midst of the ‘prices freeze’ the Accounting Standards 
Steering Committee should publish an exposure draft 
[ED8, The Accountant, January 18th], on accounting. for 
inflation. The CBI has also had a committee looking at 
inflation in company accounts and their view is that the 
«need to recognize inflation in accounts is so strong that the 
ASSC proposals should be implemented by quoted 
companies and nationalized industries as a matter of 
urgency. ° 


Absurd results of ED8 


The rules of ED8 do tend to give rather absurd results 
for companies with a large proportion of loan capital. As 
most nationalized industries are in this position, it follows 


that this factor will seriously. affect the results of a large . 


sector of the business community. The effect of EDS is to 
reduce the cost of interest by the rate of inflation, and in the 
case of the gas industry the monetary gains on loans by this 
formula amount to about {100 million per annum. The 
effect of inflation on depreciation charges calculated by the 
formula require the extra provision of about £50 million per 
annum but this, of course, is more than offset by the hypo- 
thetical adjustment of the borrowing figures mentioned 
_ already. The exposure draft needs to be amended to take 
account of this point. 

It is difficult to see what use these adjustments will be to 
the public and shareholders; they certainly seem to be of 
little use to management. At a more appropriate time I 
would be in favour of the general adoption of replacement 
cost depreciation for both internal and published accounts. 

Inflation accounting, of course, will change the reported 
results expressed as a return on capital Since 1962 most 
nationalized industries have been called upon to achieve a 
financial objective which in most cases was expressed as a 
return on net assets. This objective is additional to their 
statutory duty at least to break even. The returns in general 
were small in percentage terms and the capital was 
large. | 

In historical terms the targets were.very small, but 
when adjusted for inflation they became completely 
meaningless. There is a need to examine afresh the methods 
for fixing targets for nationalized industries generally and 
one cannot avoid a feeling that any future adjustment must 
quite specifically take account of the need to build up 
reserves and to achieve a proper measure of self-financing. 

Existing theory of accounting for inflation is still in its 
formative stages. It is for this reason that. the European 
accountancy bodies are recommending that nations have a 
free choice of method in the draft fourth directive. 1 can see 


no evidence of positive European support as yet for the 


ASSC method. 


The United Kingdom has been formally part of the 


European Community for only a matter of months, yet 
already it is playing an active- part. The Commission has 
four directives on company law in the draft stage and two 
of these could have a significant impact on accounting. One 
. of the proposals is for a standard system of accounting and 
this has been widely reported in the press. The idea is that 
accounts would have to comply with the letter of the law 
and the English notions of true and fair view would no 
longer be allowed. Its requirements on consolidation are 
less comprehensive than our.own national requirements. 
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With the report of the EEC Accountants Study Group . 
supporting UK practice, there is hope that our present - . 
methods will prevail. 

A second directive requires a two-tier board structure 
and regular financial reporting to the supervisory board. ` 
It also prescribes regulations on.the appointment and 
qualifications of statutory auditors. This seems to me to be 
the tip of the iceberg and additional directives could follow 
which could have an even bigger impact:on accounting and 
financial control in the UK. 

I have deliberately avoided mentioning internal auditors 
and their place in a company until now. In practice their 
position varies from company to company. Their range of. 
duties and responsibilities is bound to change as the whole 
accounting scene changes in the future. I believe that in the 
majority of companies the internal audit function reports 
to the finance director. In a few cases he does have direct. 
reporting rights to the board or to the company chairman. 
One solution is for the audit manager to be responsible to 
the finance director but with a direct right of access to the 
board. In this way the finance director can make full use 
of the auditor's knowledge of systems without losing the 
auditor's independence. 

There is no doubt that companies have gone a long way 
from the days of the traditional audit activity involving the 
ticking of books and the checking of petty cash. We have 
seen the development of management type audits and in 
some companies the relationships are such that the internal 
auditor is called upon and used by management directly to 
examine specific aspects of a particular management 
activity. Where this happens, it is important in my opinion 
that the channel of reporting should lead to the line manager 
concerned. This develops a trust in the internal audit 
function which can be very valuable to the company. 

On the other hand the right of the internal auditor to 
cross functional lines and to report to the highest level when 
this is needed is something that must not be interfered with. 
The auditor must have a strong voice on matters of security 
and internal check: where he can prevent losses rather 
than simply report, he is earning his keep. 


The future 


Although the face of financial control has changed con- 
siderably during the past decade, as I have outlined in this 
paper, the impact of change in the future I believe will be 
greater than ever before. This I think will be due to three 
important factors: first, the even greater use of com- 
puterized methods for management decision-making; 
secondly, the impact of European union upon business 
methods and accounting, and finance generally; and thirdly, 
there will be even greater emphasis upon cash flow. 
Although there will be further moves to try to put 
accounting methods on a cash basis, these I believe will 
be resisted, and in the course of time we shall get the right 
balance of emphasis between conventional income and 
expenditure accounting and proper cash control methods. 
I also believe that internal audit has an enormous part to 
play in the changes. It can do a great deal to ensure that 
these challenges which will arise in the years to come are 
met fairly and squarely and turned to management’s best 
advantage. The potential is enormous and the rewards are 
great. | ° 
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“Estate Duty Saving and Capital Gains Tax 
_ Fifth edition by J. Brian MoncoM. ` 
- Butterworth, £4-80. 2 


It -was unfortunate that the fourth edn was obia im-- 


. mediately before the introduction of the Finance Bill 1969 
: which completely changed the system of estate duty as levied 


on -settled property. However, three years’ experience of the 
new provisions has enabled’ the author to deal comprehensively 
with them in this fifth edition. At the same time he has been 


. , able to incorporate the : new references made aca by. the 


1970 consolidation. 
Needless to say, the changes introduced by the Finance 


- . Acts of 1970, 1971 and 1972 have also been dealt with. However, 
the new dispensation for gifts up to {15,000 to a surviving l 


spouse is dealt with somewhat summarily. . 
In the light of the fact that duty under section 2 (x) (d) of 
the Finance Act 1894 was repealed in 1969, the question of 


: enforceability by a beneficiary has ceased to have the same 
. importance; so it is surprising to see the point still dealt with 


extensively on page 270. As the author himself says, enforce- 
ability is of practical importance, but will not affect estate. duty 


' . ltability. 
As regards inter vivos gift duty, there is a ráther incautious ' 
_ statement on page 268 that ‘partial consideration is allowed as a` - 


déduction from the value of the property”. Strictly speaking, the 
partial considération is compared with the value of the property 
at the time of the gift and that proportion is deductible from the 


value of the property as at the date of death. It would also have - 


been helpful if the author had dealt more fully with the dis- 
tinction between discretionary accumulation and mandatory. 


accumulation in relation to section 2 (1) (b) w of the Finance: 


Act 1594, as amended in 1969. 


Profile for Profitability 
by Tuomas S. Dupick. 
John Wiley & Sons, £5:45- 


This book is the fourth in a series on Sensei: for financial 


management which, the series editors believe, accountants inust 
master if they are to maintain their influence inside business. 
Mr Dudick is a managerof an international accounting practice 


in the United States. His purpose is to highlight the important 


pointers to weakresses in companies so that corrective action 
may be taken; to devise flexible.controls so. that sales budgeting 


for example, does not hold up forward planning; and from this ' 


to suggest how tc improve and assure profitability in a going 
business as well as in new situations. 

He covers job costing for a business with diverse sodis or 
services, and his views on reporting emphasize the equal 
importance of the cash flow statement and the profit statement. 

Mr Dudick knows what he is talking about, His ten rules of 


^ good management are sound, and his case studies are well told. 


This is a book for accountants themselves to read, not least 
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because -he author resis the caian: inherent in omui ¡e 


based on arithmetic only or on the figures produced by account- 
ing systems, believing that other figures are just as significant. — 
and frequently more so. 

There are plenty of examples of control statements.. Some -of 
these are direct and simple, some are detailed and complicated. | ' 
A study 5f them will suggest methods of showing management ' 


."what is significant and what accountants need for their own '' 
studies alone. — QE 3 


Electronic Data Processing and Comput 
for Commercial Students 


by E. A. BIRD. 


" Heinemann, £2:90; spell fr 70. 


The computer is becoming increasingly a part of eds 
life, and it behoves us all to understarid to a greater or lesser 


_ extent hew it works and some of the implications of its use. This 


is now rezcgnized by many professional bodies, including those - 


in accountancy, through the inclusion of EDP and computer 


use in their syllabuses and examination questions. The function 
of this beok is to provide a suitable text for those studying for 
such examinations, and for those of bodies such as the City 
and Guilds of London Institute. 

As a general text it covers the whole spectrum of computer 
operation. and use, from the basic. principles of computers 
and data processing, through an examination of the stagés 
from feesibility. study to installation, programming, “and 
organizat.on of the EDP function in business, to an examination 
of specific applications. The latter include brief descriptions - 


. of routine clerical jobs such as payroll, control routines such as 
- stock cortrol, forecasting and simulation, together with con- 


cepts saca as integrated management information systems. 

‘Each chapter includes a number of self-testing questions 
and these zre supplemented by a collection of questions from . 
past examination papers. There is also a useful glossary of 
terms for those who are new.to'the area. 


RECENT PUBLICATIONS 


TAXATION OF COMPANIES, by Richard Bramwell, LL.M., xviii 4-200 . 
pp. 10X6. Sweet € Maxwell, Part of the "British Tax 
Encyclcpaedia Service’ and included in the 1973 subscription. 
Non-subscribers £6-00.. 

ORGANIZATION AND METHODS, by R. G. - Anderson, F.C.M.A. 
xvi4-335 Dp. 7 X 44. Macdonald & Evans, paperback 95p.  . 
MANAGEMENT CONTROL AND INFORMATION,. by R. Beresford Dew 
and Kenneth P. Gee. xiii-- 120 pp. 84 x 54. Macmillan, £3:95. 
COMPUTEE COURSES, National Computing Centre Ltd. 238 pp. 

9X6. £450. 


‘Tue Nor-AccouNTANT’s GUIDE TO THE BALANCE SHEET, by 


L. E. Rockley. vii +117 pp. 74X 5. Business Books, 7 5p. 


PERSONAL FINANCE FOR MANAGERS, by W. J. Taylor and T. F. 


Watling, M.B.E. ix+138 pp. 9X si. Business Books,.£3'25. 

PRINCIPLES oF "AUDITING) fifth edition, by Walter B. Meigs, ` 
E. Johr. Larsen and Robert F. Meigs. xviii 4-777 pp. 9 x 64. 
Richarc D. Irwin, U.S. $12:95. 

THE CORPORATE COMPUTER, by Norman Sanders. xiii-+160 pp. 
9X6. McGraw-Hill, £3:25. - 

BUSINESS BUDGETS IN PRACTICE, fifth edition, by A. W. Willsmore, 
xiv 4-242 pp. 8$ X 53. Pitman, £3, paperback a «3 

SHOP. STEWARDS, by J. F.. B. Goodman and T. G. Whittingham. 
xvi+285 pp. 7 X 4l. Pan Books, 6op. 


INTERNATIONAL” BUSINESS, by Avison Wormald, 229 pp. 7 X44. 


Pan Books, 75p. 


. How COMPUTERS AFFECT MANAGEMENT, by Rosemary Stewart. 


x--292 op. 7 X 44. Pan Books, 75p. 
FINANCIAL MANAGEMENT . HANDBOOK. xxiii 397 pp. 9 du 
Gower, 6: 50. . 


These books may be obtained from, or through, Gee & Co Publishers) 


Ltd, The City Hara 151 Strand, London WCaR 1]]. 
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FINANCE AND COMMERCE . + ' ^ ^. 


HIS week and next, the ‘Finance and Commerce’ reprint 

i is featuring the accounts of United Dominions Trust and 
Hartwells Group which this year have won The Accountant 
Annual Awards. Doubtless many people charged with the 


. , responsibility of producing company. reports and accounts, 


as well as those charged with the responsibility of ensuring 


"the true and. fair view and compliance with law, rule and 
- regulation, will look at both sets of accounts and attempt.to 


gauge the factors that made them Award winners. 
This column as such, it should be stated, is not represented 


on the Panel of Judges for the. Awards. But judging company 


- reports and accounts, and deciding ón a winner, or winners; is 


- to a degree like assessing a new car or a new model of an existing 


. marque. It is a matter of comparison. One car may have this. 
and that, but not the other. Another car may have the other and : 


even be quite good with this, but when it comes to ‘that’ there 
is something to,be desired. Yet a third may have a different 
emphasis again. y e ` e 
It is the balance that counts; as well as the purpose of the car. 
After all, a Rolls-Royce is a fine car, but it is not one for running 
round the houses and taking the kids to school im. So the 
judges of the ‘best’ car make a decision on the basis of what the 


é - 


car does best for the purpose it serves. | 

‘Doubtless, too, this is the approach to their task of the dis- 
tinguished members of the Panel of Judges of The Accountant 
Awards. Their decisions are the result of close examination and 


deliberation, argument and discussion, backed by the wealth of 


.expert. knowledge and opinion they can bring to bear. They 
look. for the companies — large and not so large — among the 


-entries which have done the best job. 
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paratives in a darker blue than the page. Good use of space and . 
. sound layout, make the accounts and the notes easy reading.. 


, 


Nothing is cramped. ` . Fo 
But it must be in the presentation of the “extras? that UDT 
scored the points. The report begins with the statement of the 
chairnian, Sir Alexander Ross, which he opens by saying that 
he will deal with the group's overall performance, the conditions. 
in which it operates and the prospects for its future expansion, | 
but the directors responsible for the four operating divisions ' 
report in more detail upon their divisional results and activities; 
there are similar reports on group services and group funding. : 
The chairman's statement is followed by a Summary of Results, . 
included in our reprint, together with a Ten Year Summary : 


which is particularly sound in providing those statistical points . 
pertinent to an appreciation. of the group's progress. There is. 


also a useful ‘Analysis of Stockholdings’ and a “Financial” 
Calendar’ which per force is omitted from.the reprint — readers 


- will appreciate that full justice cannot here be done to the com- 


plete 36-page booklet. i 


E 


` 
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Then cóme the 16 blue pages of the accounts and the notes ` 


thereon. Immediately following is a page of “Trading and 
Turnover Analyses”, and a treble opening, by dint of a fold-out, 
charting the -organization and constituent companies -in the 


group — home on one side of the three pages, and overseas on. ' 
the'other. Q9 S. n 


Looking easy LM 
There follow the reports of the directors of the various divi- 
sions — Instalment Credit, Banking, Industrial and Overseas — 


the first three carrying colour pictures, the overseas’report also 


M 


- providing a chart of the overseas contribution to profits over the ' 
^ -past five: years. Reports on ‘Group Services’ and “Group ` 
Funding’ come next, the final page of the report consisting of - . 


UDT's story | o À 
The UDT accounts were, in fact, the subject of favourable 


comment in this column in the issue of August 17th last. But 
this column is modest enough to accept that its views may not 


‘have carried weight with the Panel — after all, this column has 


said nice things (as well as not so nice) about other accounts, 


. but they haven't won a prize! 


ON 


- „and acceptable form — clear figures and plain words. 


. However, when you consider the UDT report and accounts 


in this context, you have to go back to the car simile; UDT is 


in banking, industrial finance and consumer finance, and that 
being: so lts accounts are rather différent from those of a 
manufacturing company. But so well are the accounts and the 
attendant summaries and schedules presented that were UDT 
a manufacturing company, one feels the accounts would be 


just as informative and just as well presented in the style, 
manner and format as such a company's needs demand. * 


By its nature, UDT admittedly has an easier story to tell than 


_a manufacturing company; but there are many other companies 


in a similar position to UDT, in the matter of reporting, who 


fall far short in the telling of a comparatively easy story. - 


Telling the story in. two different ways is now the art of 
good company report and account presentation. There must 


necessarily be the mass -of detail required by law, regulation 
and rule. But equally there should be the additional simple 


interpretation of that mass of detail into readily understandable 


te 
f 


The extras 
UDT tells the detailed story in 16 pages of accounts and notes 


~ ,on distinctive blue paper. The type is in black with the com- 


exterior arid interior colour pictures of a UDT Moneycentre 
and.the addresses and phone numbers of eight Moneycentres 
then operating. | s 


¥ 


When anything complicated is done well, it is apt to look easy. “ 
UDT’s 1972 accounts are done well and look easy, but it is . 
because they are done well that they appear simple, are readable : 
„and easy to understand. Too often there is a mass of detail-in ... 
company reports and accounts and that remains just that —a-- 
mass .of detail, with little apparent attempt to sort it and sift . 


z 
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it, explain it, put it into any kind of perspective, or to give it `. 


meaning in the context of the company's operations and its 
purpose. mE po 
It is the mark of good report and account presentation that 
the detail is not allowed to get in the way of the teal facts that 
need to be plainly stated. Presenting the hard facts does not . 
meán merely repeating the detail/in a different form, which- 


-w ^" 


is the trap into which many companies fall. 


The hard facts can be presented, as this column has main- ' 


tained time and again, by simple figures and plain words. 
When the figures and words are'as straightforward as UDT make 
them, then they deserve the accolade they have received. 


Morgan's World 


.to beat, accompanied as it was with an issue of Morgan's 


+ 
, 
. 
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OR detail the Morgan Crucible Go's annual report is hard > 


World, which sounds like a TV: programme but is apparently : 
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"the Morgan Crucible ‘external public: relations publication 
‘rather than the Morgan house magazine. > 

There are 40 pages of thé annual report, but the accounts 
themselves plus notes, statistical information, subsidiaries’ 
detail and the like are in a grey inset from. pages 23 to 38, 


.' which means that the summary of group results which should’ 


\appear; surely, at the beginning of any report, appear on page 
__. 23. Admittedly, that is the front page of the accounts section, 


. but before that section there are 22 gloss pages of: directors’ - 
- «report, summary of performance in 1972 by divisions, , develop- 


ment of Battersea and Northfield sites and ‘1973’, 


together 
with a page of pictures. 


| To the benefit of readers Morgan could have begun their 
~- "report at least with the financial summary if they insist on having 


the accounts themselves in the second half of the-publication. 
| Certainly, there :s information and detail to spare on trading 
margins, and divisional performance, each division's sales and 
‘profits being separately stated and each company in each 
" division given its own commentary. There is certainly no 


' excuse for Morgan Crucible shareholders to be in the slightest- 


degree ignorant of what their company does and where and how 
: it does it.: 


i 


. Trading and Turnover Analysis 





Gebaraphiii analysis of trading operations 


- Gross assets of the group. 
30th June 1972 30th June 7971 














l , Per- Per- 

TEC Amount centage Amount centage 
. Territory | " £'000 — £'000 

¿United Kingdom 531,700 "74 385500 73 

, Europe (other than United E 

' Kingdom) , ..80300 4 27, 700 5 

. Africa 51,100 . 7: 48500 , -9 

Australia and New Zealand .68900 | 9 40500 7 

Canada 33,700 . 5 26,700 5 

Other countries 2,500 1 2200 1 

3 100% 531,100 100% 


E os E 718,200 
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„Analysis of. turno ver 


The following table gives an analysis of the turnover of the group. 

. The widely differing operations of group companies make it 

. impossible to find a common basis upon which to calculate 
turnover. In the opinion of the Directors, therefore, the percentages , 
given are not a reliable indication of comparative levels of activity 
between the classes of business shown below. 


. Turnover | 
30th June 1972 30th June 1971 
2 : a: . % i 96 
. United Kingdom - " l 
Consumer and industrial finance ^ . 47-8 49-3 
Banking . — 22:0 19-1 
' Industrial division 8-8 11:4 . 
Overseas banking and finance 21:4. : 20-2 
` 100 100 








NE à . 45 | 

Banking transactions in respect of revolving credits and items of a ` 
similar nature have been excluded on the grounds that turnover 

^ has no useful meaning in relation to such business. - 


. In the above statement, the percentages for 1971 include the - 
turnover of the motor companies for a period of eighteen months. 
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, | Auditors' Report. 


and fair view of the state of affairs at 30th June 1972 and of the - 





10th August 1972 ze ee 
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Consolidated. Profit and Loss 
Account ' 


_ For the year ended 30th June 1972 NS 
2 1971 



















| 1972 
. Note, ^ £'000 £'000 
Group profit before taxation 2 ^ * 19,161. 11,130 
Deduct | ^ ^. | | i 
‘ Taxation 3 
|Current year ^ ^ > í 8,373, 4563 |: 
Prior years poU e x (369) (454) 
8,004 ^  — 4109 
Group profit after taxatiori ..- 11157. 7,021 
Deduct: | 
Profit attributable to minority 
shareholders 659 520 
` 10,498 6,501 
Dividends on preference stock 113 113 
Profit attributable to ordinary EN Pre ce 
| stock 10,385 ..6,388 
Dealt with as ‘owe E i 
Dividends 2n ordinary stock 4,067 3,140 
'Retained profits of l ^ 
- Parent company  . A S i 2,363 
„` Subsidiary companies ` 3,989 . 














+" Associated companies (34) 
6,318 - 
-Current year earnings per - 3 
ordinary stock unit of 25p. 4 18:47p - 12:33p 








A 


The relevar:t notes on pages [866 to 869] form part 


of these aczounts. n tee i 








u 


To the [Members of United ! Dominions Trust Limited. s 
In our opin, on the accounts'on pages [864 to 869] give a true. 


profit for the year then ended of the company and of the group 
and comply with the Companies Acts 1948 and 1967. 7 
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PRICE WATERHOUSE & CO., 
Chartered Accountants  . , : ; 


3 Frederick's Place, 
Old dew, London EC2R 8DB. 
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June 21st, 1973 - 
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" Thé old. nanie: Lóng; Till and Colvin q g 2 E: 
leadirig money brokers. Thé reason: hey ve, da SER SN 
. joined forces with the Sterling section of , A E D 
` ¡Guy Butler and’ Co. Ltd., a member of the, , di ES 
same financial group,:in order. to provide an 

: even more comprehensive and streamlined , 
- .. Service. for people who want lo use me- 
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money market: | MA "MEE 


"The riew name: Butler Till Ltd. - —— | 
This Company is in the boset ec. B 
- possible touch with all areas of the-money 
... market — short and long term deposits with 
local authorities and banks, the purchase. 
and sale of. sterling certificates of deposit; 4% 
'and deposits with finance houses and <“ ¡4 
_ leading companies. * E 
^ Their dealing rooms in London, ` ~ 
~ Manchester and Edinburgh provide direct 
and immediáte merket information ánd 
Opportunites for competitive dealing. ~ 
And these: are good reasons for callin ng- 


bon. 


Even if it takes. youa little time to get. 
used to. calling them something RE d 


. ButlerTill Ltd. 


Money Brokers ' ^ 2: "TUN va Se j ut 


34 King: Street, London EC BER Tel: 01 -606 4080 Manchester: 061-228 3521. Edinburgh: 031-225 6167 
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. Suddenly, an old name is a new name - 
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FIRST PUBLISHED 1892.20 (tt 


and-now i in its eighteenth edition NE To 
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 DICKSEE'S A UDITING ¥ Robert ts. Waldron, F- FG. A., F.C. c. A., A. M.B. I. M. 


~ 


A COMPLETE. AND n “The text of this well- known and authoritative Gon has been jue and Gorda 
QUICK REFERENCE extended to meet the-changes in auditing philosophy and company law over the period 


BOOK. ON THE. . 
SUBJECT 


- which the original author held'in so individual a Way. ' j= y 


~~ 


e " The requirements.of the Companies.Acts of 1948 and 1967 are. fully discussed, and the 
Š í need to pay particular attention’ to points of difficulty and controversy has not been 

- ignored. Legal decisions are discussed and more fully reported than is usual in such 
- works, and recent developments such as statistical sampling techniques, interna! corítrol' 


Size demy 8vo ' . E = 
- 1130 pages” . - 
432 pages text - 


, 698 pages appen di Cas auditors’ working papers and the City code on take- -overs is considered, 


Price £6-50 net ` ^ are reproduced i in full, and the recommendátions of the Jenkins Committee relevant to 
£6-83 including post/packing auditors are quoted. 
-& VAT (3p) U.K. -.  . . This edition has been designed to meet present- -day needs, while presets the 


- 
x - 


LEAS overseas > distinctive character of the work. : DAS l zi 


` = 3 
3 — B D 
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“GEE & CO (Publishers) LIMITED, 151 STRAND, LONDON Sad 1 


Publishers of The Accountant ' . oO MX 01-836 0832 ' 


= H * -` e 
" - B t, 


since the last edition was published, without destroying the basic views on the id 2 


"questionnaires, .flow-charting, etc., are reviewed. A new chapter has been added on . 


et . The *Notes on Auditing’ of The Institute of Charteréd Accountants in England and Wales ` 
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pro Y od P pU MM E . - MX e tp 
Charlesworth's Mercantile Law.is one of the best- knówn anad for students 


m “Cha rlesworth's S. | e : in use today, Its aim is to show by using illustrative current Cases how principles’ | -` 


of law. are applied to problems which aríse'in the practical conduct of business. 


SM ercantile Law. m" E Its coverage is broad but deep, and this new edition will be welcomed generally 7 M a É 
p Fa E: 20. by students and: teachers of law, commerce- -and business: 3 7 
“by CLIVE M. SCHMITTHOEF, LL. D. /.^.,  * The whole text has been thoroughly revised and' an arrangement- designed- to. ..|. 

A E 20 flat, Lv. assist the. student i in his work has been adopted. A new'chapter.on the Contract. | - 

PCM es ^ Barristel; Visiting Professor at the". E E i i. of Employment has béen added, the chapter on Hire-Purchase has been oreaty |^ 
. 4M |: University of Kent in Canterbury ~- . °° expanded and each ‘chapter is: followed by. an exceptionally. useful- Select 
fa. (|. < Hon. Professor Ere Ruhr-Universität - | 207 71 Bibliography in which the reader is referred to the leading textbooks and to 

RE E. Bochum: + T oe p? wa ora articles: in the di: law. journals. uM M 3 

s | B A, G. SARRE, MA. cs a cone ke DEM ^ Bound: £2 net. Póstage 25p piis 3p VAT Sk 
A E | I mM ior cx " FH P » y e _Faperback: £1 10 net; Postage 20p plus 2p VAT 


-~ i PA nu ^ ES i 
+» la * E ` - a 
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: “Charlesworth and Cain contains: the most comprehensive, “clear, concise and ` 
Char lesworth. and. . u «practical statement of the principles of company. law available to the student. 


"Edited by an'experienced teacher of the subject, it can be relied upon completely . |^. 


Gain’ S Company Law <- "by the student for the legal professional ' examinations and _by those'other 


students, ' particularly accountants, seeking professional: and commercial - er 


- - 





“ x ET 





a te TEN TH EDITION : A x ` ..qualifications. Charleswo-th and Cain is: also the first book for the: lawyer-in 
E 7 E _by. E E. CAIN,. M A. (Oxon. "Tn e NM ^ business and for the business executive who has to have a firm grasp of the i 42 
Ed Seal ttish Editor: * 7 P mae a Jegal framework within which he. oper There i is also a note on the Gron. 
wur pie ‘Communities Bill. T AA : oss 
sy d :ENID. A. MARSHALL, M.A; LLB. Ph.D. -— "uid ON Da 
Po Ee l ee Le 1972 - qM Bound: £2- 25 net. Postage 25p. plus 3p VAT - 24 
: E A A "E us s "T mg E Se hy CUN ee 'Faperback: £1 :45- net. . Postage 20p plus 2p. YAT LN 5 l 
: = i uM (07. The first edition of this bcok was widely acclaimed by lecturers and. students”, 
? eh 5 Concise College Texts Series: - alike. This new.editión should receive even greater approval because, as well. 
Š rx > . bu. E "1. "~ ag bringing the statement of law up to date in the light-of-no less than eight A c 
Contract. TN : 8 ©. new’statutes and twenty-five decided cases, the author has revised many 
c E . parts to improve the-text still further. - `. : 
x py F Re DAVIES, : M.A. - 7 Within just over two hundred pages is set out a complete but concise intfo- 
"ETT aca duction to the Law of Contract, free from footnotes and lengthy case references, - ' 
M of Gray's s Inn, Barrister-at-law- - > "Ne ++ * * inva conversational style and written -in the manner of a seriés-of lectures ` 
| * d. zv Senior Lecturer in Law, University 9 + 4" ¿e y delivered in the lécture focm. Thusit is the'dealintroductory book for law degree: 
ED Manchester — SUIT 7 UT s uoti. 7s students at universities and colleges , as well-ás a main, book for studerits dl 
E e -SECOND EDITION ` "i $e d P d nO law as part of another course. .- . oa E 
o TECUM wo Uwe ee ee 1973, E a: Bound: £2:25 nét. postage 12p plus 1p VAT" 


Ep 7 B , no ow or A 3 er? T x ‘Paperback: £1: 45: net: Postage 12p plus 1p VAT 





^"^ - 


. This book assists the studeat by providing: ina dide volume: a collection of 


` Cases and Materials - = i ‘cases and materials to illustrate the main problems of Revenue Law and;to -| 


l pu - assist in understanding the leading cases, not so much for what was decided 
EE i n Revenue law. p ~. ,butfor the manner in which the decision was.reached. Extracts of case material |. 

3 "are prefaced: by a headnote explaining the facts of the case and there are also. 
ac Y pe^ uia “connecting notes outl:ning the point or. -principle illustrated with footnotes 


by Aw dh. -EASSON, BOT LL. m ¿+ showing where the subscantive law. wás modified or how the, decision was: a 


WOMEN p e : e ) AE E: oue applied cr interpreted. ge qut ms x: 
"A cL XM cCM OMM aM "s 4973. Pup E or s - Bound: "£7. net. Postage 30p plus 3p VAT. CA 
C t a E or o SE O Paperback: £4 50 net. Postage: 30p plus 3p VAT - a 
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This. introductory: guide provides an immediate overall ` view. at ‘the present - 


OA Guide. to European - | development of European Community law for.the reader with little or; no: 


D 2d .. previous:knowledge of tie subject: The" author covers the nature of; ;Com-:. 


Community. Law.. . Eb ~ e munity law, the treaties setting-up the. European’ ‘Communities, the institutions,. 


financial provisions and tte Acts of the:institutioris.-He refers to existing British 


KE ` by P. S. R. F. MATHIJSEN’ , os 771 t5 L law, including the European Communities. legislation, arid- discusses .the - 
ex E. dieu. Um, "^ RS : consequences of British entry intothe Common Market. This book is specifically 
TOR Director with the. Commission of thë m -> dirécted towards the immediate needs.of students in law, economics, politics . 
Nd | European Communities (75 i7 . and'government, and will undoubtedly: be useful as a first-line reference: Känd- : 
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IN taking ‘the mixture as before” in terms P. cii de 


stóck-markets — for all their ‘show of strength from time to 
time —still suffer from a nervous disorder. Strength was being ; 
shown tó some 'fair degree, when the May “trade” figures . 
managed to take nine points off the Index in a day. 

. One month's trade figures do not, of course, mean a trend’. 


“unless they happen to be good figures. Good trade figures are. 


. greeted, with gusto ànd great optimism by the Trade Minister .. 


... and bad trade figures explained away with plausible excuse e by. 


the Chancellor of the Exchequer. 

Trade deficits.of over £200' million in two, months out “of. 
“three are not the stuff of confidence. in the British: economic. 
: miracle even if there is one good month sandwiched in between. 
The stock-market, therefore, has to continue to reflect the hope 


that the economic miracle will be duly performed, but also the'. 
_ evidence from time to time. that doubts. about the: miracle are? ness and Watergate — that i$ old hat. This is all, according to 


. not necessarily sheer pessimism or downright disbelief. 


Meanwhile industry and the City continue to be reviled i in: 
high places, where the politicians are: supremely sure that they . 
have all the right economic remedies after having taken three- 
-quarters of their span of life in government ÉS get the e 
in their view, right. ; 

The patient is not entirely confident iba the mixture. 
~. Neither are the relatives, who are also afraid that politicians with. 
a: second opinion might take over and do infinitely worse. 


* * oc os os 


THOSE ho successfully manufactured money “and built 


themselves interlocking financial empires in the nineteen-- 


^' sixties now seem to be concernéd that their empires are not. 


entirely right for changed times. The Slater family tree, assum- 
ing every “former Slater man” to be a member of the family, is - 
incestuous to a degree, with too many companies with too many 
"interests in each other and each endeavouring ‘now to clear 


:. things üp. E. 


Slater having’ turned banker and also having ee biie | 
.. ment, of a kind, through another financial marriage is still 


concerned as an organization-with such interesting operations 
‘as the Bowater-Hanson Trust get-together. Bowater of course 
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means Rali P Slater man) and Hanson means Slater 
. (Substantia. share stake). Perhaps it is well that: the old family 
tree should be pruned of some of its branches; but, like big-scale ~ 
lopping BEER it has to ae expertly done or else tet tree - 
s T. "o: 4 > 
Ge 'OLD and gold shares continúe to be a. speculators' paradise. 
There is no shortage of forecasts of the likely summit of 
either. Gold, even to the pessimists, is bound for $150 an ounce: 
and even anormal straightforward optimist will get the price to 
$175; a really thinking optimist. will prefer a round $200 just - 
to tidy thirgs up. Gold shares — either.gold producers or finance 
companies — are by thé.sanie token nowhere near the top of the ` 
rise. 
To anyone ub might chin that this is all due to dollar weak" 


“new wave thinking, to do with an American-Russian gold alliance. 
casio A © e poa 
Be fret. to achieve something i is ari honos that cannot 


be taken away. Running a mile in less than four minutes is ` 
«not unusual now, but Dr Bannister was the first man to doi it and 
i pA 


nobody can alter that. : 


Thenew Stock Exchange floor's second week has seen all the 


_ requisite motions’ carried. out for the quotation of the shares 


of one of the market's leading stockjobbers - Smith Bros. . 
Smith Bros is the first, Stock Exchange concern to ‘go public’ 


“and whatever else happens Smith Bros will always have that 


distinction. How many will follow? Six is about the number that `- 
can be seer at present, and one or two of them may take theshare . 


quotation step before the end of this year. One may even be the . ` 


first brokimg firm to go public but that will not necessarily.’ 
. take anyth ng away. from Smith Bros' achievement... .' 

HE látest nonsense of matiónalization put. forward within 7 

the Labour Party, of nationalizing a bank-and an insurance 
company t» see if things-can be done more cheaply, is grotesque 
indeed. If tis proved that things cannot be done more cheaply, 
"will the bank and the insurance FOIE: then be denationalized?. 
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Firance House Base Rate — fune Ist, 1973. 08% 
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Retail Frice Index (16.r. 6a — 169) 176.7, 16. 4. 73 (from 173 4) 7 


l Treasury Bills : 
April 13 u^ AT 4521 fo ` - May 18 ii . 47248396 '- 'ffax Reserve Certificates (3.1.72) Personal 31% 
Aprib2o  .. .. £76695% . May25. ' .. .. Á7 195996 ` E (Company certificates no longer: on offer). 
April26  ... .. £76 690575: — June ır " :. £7 1604% l A 
. May 4. '.. ^ .. T5077% ^ June8 T 8 £71539% Foreign Exchanges à 
May 11 . 7473604%  June:5 — . - £70268% — New York 25842 Frankfurt .. |. 66175 
ue y A ente, Montreal |... 5 .,. . 75884 . Milan . ^..  '.- 187250 
: Amsterdam Pa -6:9850 Oslo ^... .. 1471325 
2 Money Rates i a >” Brussels -96:87z0 Paris ue, ES ea IO'9500 
Day to day `.. 714% Bank Bills E g : Copenhagen 014 9600 LUCA 2 us 7:8650 
n. 3 day -." 97-7196 2 months “.. 84-74% i or ; Gilt-edged i 
Doc . Pine YTrade Bils i : $4 months 81— i98 - à Bii. iip : aS , 
“1 month. ... 10-84% . 4 months - Sj-& 9," Consols 4 Je 308 ‘Treasury 9 R 19 1994 me 89% 
2 months’. 10-84% .6 months . 843:%  Consols 24% ott, 24,, Treasury 84% 84-86 .. ` 9o 
-3 months .. .. 0 10-8196 . 2 d oe - Conversion. 395. 344’  . Treasury 8196 87-90 .." - 84i 
X Mi n. : 3 P 7 Jk Conversion 5196 1974 9875 Treasury 64% 1976 934 
| | - |. Funding 32% 99-04 464 - Treasury 3195 a 744 
Three Months Rates l á 750. Funding 51% 78-80 "8oi _ Treasury 34% 79-81 ..: 73% 
Local authority deposits 1. 8} 9 Funding 5176 82-84 ' 77t | ‘Treasury 5% 86-89 |..." | 64. 
_ ^ Local authority bonds” 8i- 8i . Funding 52% 87-91 683 - Treasury 54% 08-12 .. ^. 56% 
. + ‘, -Sterling deposit certificates 8 84 _. Funding 6% 1993 ..: 68 Treasury 24% 244 
“o. .  .Euro-sterlng SN EN NS 10 —10l '..Funding 6E% 85-87 `- 77% Victory :4% xa 983 
i _Euro-dollar deposits `. oo... 89 € 34d 
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BULLS. AND BEARS | 


Trade Figure Jitters 


N Wednesday, June 13th, The Stock Exchange was 

shocked by the trade figures for May which showed the 
biggest deficit ever on current account. Visible trade showed 
. a deficit of £209 million which, with a surplus on invisibles 
. of £58 million, gave a deficit on current account of 4151 
million. This contrasts with a surplus on current account 
of £11 million for April which itself followed a huge deficit 


. for March. In May imports jumped by £118 million to a- 
. new peak of £1,119. million while exports fell by £42. 


' million from the record April level to £910 million. The 
enormous upsurge in imports, however, was:due not so 
much to imports of manufactured goods as of commodities 
and materials needed for. manufacturing at home. Im- 


ported basic materials rose by 22 per cent but finished. 


manufactures by only 11 per cent. If any comfort can. be 
- derived from this, there can be no comfort in the fall in 
exports of £42 million. On June 12th the Bank of England 
spread gloom by giving a severe warning to the Govern- 
- ment that the brakes must be put on consumer spending as 


soon as there are signs of the economy getting overhéated. 


This does not add up to a very favourable climate for 
investment, though .on June 14th there was a. welcome 
reduction in the base lending rate by some banks from 84 
per cent to 8 per cent. A better.showing on the balance ot 
trade is needed if confidence is to be maintained. 
: Below. we give our selections of corporation loans and 
fixed interest stocks :’ 


Corporation | Loans 


, 1972-73 
Price Yield. High ` Low- 
LCC 5% per cent 1985-87 |. CZ 79 84 68 
Corporation of London 63 per ' i l 
cent 1980-82 € e. + 83 1395. 97 81 
Greater London 74 per cent 93 79 106 90 
Barnet 71 per cent 1978 94 79 102 96 


Fixed interest Stocks (industrial, Commercial) 


1972-73 . 

; l . Price Yield. .High- Low 
ICFC 62 percentdebenture | .. ` 73 8-6 85 .73 
Sears Engineering -84 per cent = br 

debenture 1987-92 IC 82 103 ` 97' -82 
Plessey 74 per cent debenture . . 

1992-97 * 72 104 88 72 
Jessel Securities 93 per cent loan - ' 

1 995-2000 EN 86 11:4 103 86 


‘Ordinary shares 


Were it not for the bad tide figures for March aad May of. 


this year, the outlook for equity share prices might have 


been reasonably good in the short term. As it is, these bad ' 


figures will hang over the market like a cloud. One hopes 
that the upsurge in imports of commodities and materials 
will soon be reflected in increased exports of finished goods, 


+ 
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but this remains “6 be seen. ‘Meanwhile our. recom- ` 


mendations must be confined: to defensive stocks. like 


breweries and property, special situations and the shares of 
companies which have forecast a goód year in 1973 without 


qualification. 
Below we give our selections of ordinary arent 
^o PIE 1972 

` Price Yield Ratio High Low 

Whitbread 'A' 25p shares 805 48 — — . 100 71 

Montagu Trust ze . e 

shares 327 1:5 — S330 225 

. Samuel, Properties 255 

shares 225 2:7 — 225 166 
Provident clothing 25p dd | ] 
shares _ : 214 2:5 24:5 230 


Whitbread ‘A’ 


For the 47 weeks ended F ebruary 24th, this compañy 


increased its pre-tax profits from £19 million to a record 


180 


[24:36 million-on a turnover-of £246:35 million against" 


Í227:03 million. Earnings are shown at 6:81p against 


4:98p per share. There are highlights in the report such ^ 
as a 36 per cent jump in volume larger sales, a fifth more”. 


on the value of wines and spirits turnover and a free trade 
which accounts for about 43 per cent of sales, against 


around 40 per cent a year ago; but the company seems to , 
“be most pleased with the way growth is really coming 


through in the volume draught bitter market, again with 
the accent on the free trade. In the current year trade is 
described as running “well ahead” of. last year with im- 
proved sales of draught beer and a resurgence of sales of 
bottled beer. 


Montagu Trust á 


This company was onnen in this Fiore for August. 


3rd, 1972, at 278p. The price has been as high.as 330p this 


year and is now 327p.: ‘The company is currently engaged : 


in take-over talks with the Midland Bank (which. already 
owns 36 per cent of the shares) and these could push the 


share price quite a bit higher if a bid materializes. If the 


talks break down and there is no bid, the shares will still 
be a good medium-term investment, for the company has 
an excellent record of stable growth among merchant banks 


: and insurance brokers. The company undertakes a com- 


plete company financial advisory service, international 


bullion dealing, international corporate finance services, . 


world-wide investment services and all general banking : 


services at home and overseas. 


Samuel Properties 


This company has previously been jecomimendedi in these 
columns at around 188-19op. The Prudential’s possible 


" take-over bid for Edger Investments has turned the mar- 
ket attention to other likely take-over candidates in the 


property sector and Samuel Properties (along with Peachey 


. Property) have emerged as favourites in this context. For 


the year ended June 3oth, 1972, profits of Samuel were up 
from £1,136,000 to £1,794,000 while earnings rose from 
20:5 per cent to 31:6 per cent. Also. the dividend was in- 
creased: from 16 per cent to 24. per cent. In the previous 


Ni 


year profits were also up by approximately 50 per cent: 


and the dividend was increased from 26 per cent to 32 per 
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. profits have again increased"by approximately 50 pet cent 
at half-time and tlie interim dividend has been increased. 
. It will be surprising ifthis company i is, nòt the subject of a 


` take- -over' ‘bid socner Or later: 
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Pro vident: Clothing ` 


-This:i is not a clothing. retailer, as the de sight. e 
bùt. a most accessit operator in the field” of leer 
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ance; -offer one solution to those.who'want 
to' invest. in agricultural land.. Unfor- : 
tunately, -however, this -type of invest- 
ment does not qualify for the same estate .. 


AGRICULTURAL “PROPERTY BONDS, such a8: 
those issued by Property. Growth Assur-- mulated by a.committee of management. 
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: E i cent; prior. toz e Scrip issue p. 1 for.i. For the current: year à money in n relatively sa sums. For 1972, pied profits. 
l .inéreased from £466 million to a peak of /6-95-million 
while earnings per share, rose from 8: :18pto 10:63p. For” 
the eleventh .successive -year, the group achieved overall: 
2: «progress — record" growth: figures. for. turnover, «profits, ` 


; 27, earnings per share, ‘amounts due from- customers. ‘arid - 
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to’ ‘these’ interests. Policy will be for-. 


of and--appointed by syndicate mem- 


- bers,. together, with. a ux d of - 


Farmland Trust^' . 
-The cost of laüd for syndicate mem- 


‘duty relief ás direct! investment’. in.? ! Berg: will -be. the purchase price paid for 


"agricultural land. A. good compromise, 


for those who do not want to be involved.” 
in the actual ' ‘management of agricultural | 
and; is to join ar: agricultural syndicate. . 


; the” property ‘by the trust company, the ; 
` solicitors’ and surveyors’ charges on pur- 
chase, an. amount, equivalent io an initial - 


charge’ of 34 percent based on the total 


Some organizations -of this ‘type are - of the: purchase price and the solicitors’ 


P in existence, and now Save and - 
Prosper and the merchant bankers Singer - 


¿and Friedlander. have joined. forces-‘to- gers, the trust company. will, receive a ` 


- back a. new. company, F armland. Trust > 


"Co, Which . will organize syndicates . of ^ -per cent of:the market value of the pro- - . 
perty owned: by the 'syndicate. "The com- - 


investors ‘wishing to invest in agricultural - 
"land. ud i 

; Such syndicates ; will -not + become: 
"> directly involved in farming,-.as their 
-role: iš- to- provide the capital necessary 
` for. farmers to, . develop profitably: their - 
“farming enterprise. Each syndicate will 


-and surveyors' charges, and stemp duty 
at r per. cent. For its. services as mana- 


half-yearly mañagement fee of -3/8ths 


pany. is reserving the right to incréase 


this. percentage to $ per cent per half . 
_ year, which is the rate prescribed 1 in de 


- draft, management deed. : 
Other expenses payable by syndicate 
“members ` 


initially, will «invest +a -minimuin of.. - professional charges: and expenses in- 


TAE In’ addition, they may be-re- < 
-quired to make comparatively minor sub- -.. of the: Committee: ánd the cost of ínain- . 
tenance’ repairs- or Premiums “or insur-- 


scriptions to, meet the cost of: farm’. 


va : improvements from time to time. -Credit 


‘facilities can bé made available for this". 
additional expenditure. SEN l 
On behalf: of tae syndicates, Farmiand. 
Trust will. acquire: suitable land which, 
‘already, is let or is available for letting ` 
"to fatmeís on satisfactory terms. .It-is . 


"expected thàt,.in some cases, farmers  . 
- will -want to sell to a syndicate so as to : 
. felease fixed capital which~can be: re- : 


-` deployed as higher yielding «Working: ` 
_ capital, or for family or other purposes. 
“Th such. cases, farmers will still be able - 
.,to lease back land: which they sell and, 


p they: wish, join the syndicate which ` 


. buys. their land.” 


ee Strutt, and Parken the chártered sùr- 


- ¿Veyors, have been retained by Farmland 
vLrust'to act às advisers and valuers, 


_ curred in attending meetings by members 


ance of the syndicate properzy (where 


payable by. the syndicate). The- trust .: 
company is paying (without exira charge - 


. ‘to members) a commission of I} per cent 
-of. the sum initially paid by members 


for. their interest to. agents ir troducing. 


miembers.- Wa" odds 
- The trust company anticipates that the 


commencing. yield (before tax) will be in 


.. the region of {1 per Gent per annum. Any- 


‘member wishing to sell some or all of his 


- interest may do-so at any time. If, how- 


ever, only part. of an interest is sold, 
- the part sold and the part retained must 
each.-have a full realization value” of. at 
-least Lon 000. ~ 


unless, particular- syndicates | require, the - ANTONY GIBBS M cH FINANCIAL PLAN--. 


“appointment of another firm. ` 

. , Members ‘of syndicates will own per- 
~ centage interests in the property accord- 
ing to their share of the total investment, . 
m voting rights. wil be propone 
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NING): have” lauriched .the 
“Mutual Deposit Bond. This is claimed to 
bé the first. guaranteed income bond 
" which can be surrendered without the 


normal penalty . after only 12 months. H 
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include -the -valuazion and 
have up to 20 inembers, each of whom, :mahageinent ‘fees of the surveyors, the . 
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Stamford ` 


“This Bh. bond. ode à competitive . 
yield dependent on age at entry, A full - 


. return of the original capital investment’ ` 


will be made subject .to six months’. 
-noticé being given from any, except the: 


first, of the- eL Income Pomen ' 


dates. 

If, instead of giving notice, immediate” 
cash-is required, the surrender.value is 
equivalent to 96. per, cent of the original - 


investment, or. 92 per.cent if the cash is : 


needed within. the first 12 months. In the- 


event of death, a full return of the P ed 


. investment will be. made.-At the end of the- 
five-year term; a rate. will be quóted for 
© those who are. interested in retaining. 


their bonds. ages : 
"THE z managers. of the Hill bom Dollar 
«Trust: report that: the. trust - benefited 


‘from the: very. high - degree, of. ‘liquidity 


Which was. built up in anticipation of | 
“weaker” markets.. ‘Thus, inspite of the ' 
widespread: decliné in many sectors of © 


-the stock-market and'a.50 per cent drop. 


-in the dollar premium, the fallin the price, 
‘of. thé units Was restricted to.12°7- per. 
cent. The managers have said that many: ^ 
"shares are now approaching. levels. where: : 
they appear reasonably valued in spite ^ 


of economic and ‘political uncertainties. 
in the. event of further market . 
Weakness; the managers. will be in a good 


pósition-to buy shares.at very fayouráble" 


-levels. with the substantial amounts. 
cash now. held buds the: trust. Ue 


THE All-Weather. E premium bond | 
` issued by Atlantic Assurance i incorporates . 
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` 
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a. 'let-out clause’, : whereby; ‘after five 


ie the underlying investment can be 
Switched from the fund managed by . 


Charterhouse Japliet into an, authorized : 
unit-trüst.of the bond holder's choice. 
"Often; -but' not always, it will be- 


"préférable from the tax aspect for a bond . 
holder to take this course, ‘rather. than. 
- cash’ the: bohd ànd buy units, if after’ 


five years he. decides to - make, the” - 
change... E E E 
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. deferred revenue — all of which has resulted in the strongest. i - 
“ever balance, sheet ‘and, a- future still full, of promise and - 
~potenitial’, ghey eta e | 
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Management Accountants and Inflation 


‘SOMEWHAT gloomy’ view of Phase 

3 of the Government's counter- 
inflation policy was given by Mr Adrian 
Cadbury, deputy chairman and managing 
director of Cadbury Schweppes, at a 
London conference last week. He felt 
that no government, once having got into 
a control situation, was going to give it up. 

Speaking to members of The Institute 
of Cost and Management Accountants, 
Mr Cadbury forecast: ‘I would guess that 
on the pay side there will be a little 
loosening up and some introduction of 
productivity bargaining, but on the price 
side not much. We may be given more 
freedom within a certain total profit, but 
I am sure that total profit situations will 
be controlled. I would think that that is 
assured.’ 

He stressed the need for making effec- 
tive external statements of a company’s 
problems within the present counter- 
inflation situation-particularly in his own 
industry where, because of the political 
sensitivity of food prices, pricing policy 
and trading results were looked at very 
sharply. Management accounting had an 
essential role to play in providing a 
coherent explanation of a company's 
accounts and results. 


Educational role 


Companies had to make a very real effort 
to explain their motives and accounts 
intelligibly to ordinary people. They 
were faced with an enormous task of 
education, and in this he saw management 
accounting playing a key role. Increas- 
ingly the view was being put across, and 
accepted, that the only answer to rising 
prices and inflation was control. “But as 
long as this view persists, then controls 
we will have,' said Mr Cadbury. It seemed 
that the trend would be towards increas- 
ing regulation. 

Survival in a financial sense during 
Phase 2 and beyond depended on ade- 
quate management accounting. Survival 
of the present business system in a social 
sense depended on its ability to explain 
company accounts and motives more 
clearly and effectively. That, he said, 
would depend on an articulate manage- 
ment accounting function. 

Mr Victor Feather, general secretary 
of the Trades Union Congress, was 
guilty of a certain amount of special 
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Price Controls Expected to Continue 


pleading. He spoke of ‘crumbling con- 
fidence’ in the fairness of the Govern- 
ment’s policy on prices, taxation and 
incomes, alleging that while wages and 
salaries were regulated by negotiation, 
the determining of prices was a matter for 
unilateral decision. ‘There could be no 
support for a policy which, he said, 
ignored price increases that had already 
taken place. 

Mr Feather said that he took no 


pleasure in saying these things; he was 
not one to make speeches about one law 
for the rich and one for the poor, and he 
claimed that there had never been any 





IND 


Mr Victor Feather, General Secretary of the 
TUC, addressing the conference. 


lack of goodwill or concern for the 
national interest in the trade union move- 
ment, which represented a substantial 
part of the nation. He was on less certain 
ground when he sought to dissociate 
the trade union movement from “that 
naked and squalid exhibition of self- 
interest that was on view in the Central 
Hall recently at the Lonrho share- 
holders’ meeting’; a number of trade 
unionists, directly or indirectly, are also 
shareholders in many companies. 
Businesses, Mr Feather alleged, were 
allowed to protect themselves against 
inflation by passing on increased costs, 
which they said was only 'fair and 
reasonable'. People in business on their 
own account and many of the pseudo- 
self-employed, particularly in the con- 
struction industry, had probably never 
bothered to read about Phase II, and 


did not feel themselves bound by it. - 


The TUC would be making further 
representations to the Government for 


the restoration of voluntary collective — — 
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bargaining. ‘Unless we can see specific ^ — 


progress’, Mr Feather said, ‘then the 


signs point to a rejection by Congress in > 


September of the inequitable and uni- 


lateral impositions being made on working — — 
people and the trade union movement by 


the Government's policy, and the urgent 


demand that it be replaced by a govern- E 


ment more committed to social policies 
for social justice.” 


Profits not protected 


Mr A. W. Howitt, M.A., F.C.A., F.C.M.A., 
J.DIP.M.A., outgoing President of the 
ICMA and the conference chairman, 
challenged Mr Feather's assumption that 
profit margins were being protected in 
Phase II; he did not think that 
profit margins had been protected any 


more than previously. As a member of ~~ 
the Price Commission, he anticipated that — 


the Commission's report of its first two 
months' work would show that the num- 
ber of price increases granted had been 
extremely small. 

In the course of a luncheon address, the 
Minister for Industrial Development, Mr 
Christopher Chataway, recognized that 
there were many intricacies in which 


accountants were involved as a result of - 


the counter-inflation policy. But one had 
to see the larger objective; one had to 
recognize the scale of opportunities now 
before the nation. 

“The Price Commission’, said Mr 
Chataway, ‘is rather a new idea in our 
set-up. We are used to commissions of 
various kinds studying a variety of mat- 
ters and making reports on which the 
Government may — or may not — act. But 
the Price Commission has the duty of 
deciding whether increases in prices made 
are consistent with the price and pay 
code as approved by Parliament. 

‘The code is addressed — and I quote — 
to all those concerned with the determina- 
tion of pay and prices. It is an ambitious 
document. I think that it is a com- 
prehensible document — although you, 
Mr Chairman, will be in a better position 
to judge that than I am. Perhaps it is 
written in a style which does not permit 
rapid scanning. But it is intended to allow 
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anyone concerned to identify the main 
principles governing price increases with- 


Out an excessive use of legal or other 


kinds of jargon. 
‘If I may say so, it is not correct to say 
that the code is based on the use of 


.. audited financial accounts. We recognized 


that business is run on financial or 
management units which will often be 
smaller than the units used in published 


d 4 D zm p $ 
Christopher 
Industrial 


during his luncheon address — to the evident 
delight of the Chairman, Mr A. W. Howitt. 


Mr Minister for 


making a point 


Chataway, 
Development, 


accounts. That is why paragraph 13 of 
the code — and I hope I am not choosing 
an unlucky number — says that an enter- 
prise is not necessarily a company but 
may be a sub-division. The sub-division 
cannot be something that is ephemeral 
or created for the purpose and there are 
certain requirements — important ones 
being that accounts can be made available 
for all relevant periods and that the 
accounts, if added up, add to the total 
published accounts of the enterprise. But 
nowhere does it say — and this is quite 
deliberate — that the accounts of a sub- 
division have got to be audited accounts. 


Self-monitoring 


“Although the Price Commission is re- 
quired to examine applications from pre- 
notifying firms, the great majority of 
firms in this country have to apply the 
code without reference to the Price Com- 


mission. It is intended, therefore, to be 


something that they can work-a self- 
monitoring operation. As such it has to 
be comprehensible but related to the 
realities of modern-day business. 

“The purpose of Phase II policies is not 
to standardize accounting practice and 
certainly not to provide a platform for the 
proponents of different accounting solu- 
tions. Indeed, the inflation itself has 
brought about a debate in the accounting 
profession about the proper way of deal- 
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ing with company accounts and to pro- 
vide true measures of profitability. The 
subject of “accounting for inflation" 
looms large in the professional journals. 

"Fhe effect of inflation is not, I know, 
the only problem that accountants have 
to grapple with. What with imputed 
corporation tax, VAT, new forms of 
income tax, the profession had perhaps 
quite enough to be going along with 
without the complications of Phase II 
and the code. 

'Nevertheless, as I have tried to 
indicate, we did try to take the best advice 
- not only from cost and management ac- 
countants, but from a wide variety of 
experience in industry, trade and com- 
merce.” 

Following the conference luncheon, Mr 
Michael Bromwich, B.SC.(ECON.), A.C.M.A., 
presented his substantial paper on “The 
management accountant and inflation’, 
From a general survey of the present 
debate on the causes and remedies for 
inflation, he passed to a study of proposed 
procedures for inflation accounting and 
to the demands which the Government's 
counter-inflation policy was likely to make 
on management accountants. 

Britain's problems, he said, were inter- 
national in character; most developed 
countries showed considerable move- 
ments in their price indices over the years 
1971 and 1972, and several variants of a 
prices and incomes policy had been 
introduced. Such strategies would suc- 
ceed only if they tackled the fundamental 
causes of inflation — excess demand, cost- 
push and the growth of money supply. 

Draftsmen of the pay and prices code, 
said Mr Bromwich, had shown 'a seem- 
ing innocence' of industrial practice, 
particularly in the requirement that all 
employers of more than ten people should 
keep information suitable for spot checks 
on illegal pay rises. There was a danger 
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A study in concentration ; members of the audience giving close attention to the complexities 
of the subject. 
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of the Pay Board and the Prices Commis- 
sion being swamped by sheer volume of 
paper. 

Sir Ian Morrow, CA,  F.C.M.A., 
J.DIP.M.A., A.T.I.I., deputy chairman, Rolls- 
Royce (1971) Ltd, and a Past President 
of the Institute, thought that the prob- 
lem of inflation was in containing rather 
than in stopping it. History showed that, 
under deflation, it was the lower-paid 
people who suffered; the major problem 
was of transition from a re'atively low- 
paid society to a high-wage society 
without runaway inflation. Companies 
had not yet been able to get unions or 
workpeople to accept the consequences 
of a higher-wage society — mobility of 
labour, and the ability of management 
to make rapid changes in the composition 
of the labour force. 


Investment policies 


There was a danger of making a false god 
of investment; one got the impression 
that a company who threw out a five- 
year-old machine and replaced it with an 
identical one at higher cost was doing 
some good for the country. Sir lan 
argued that industry should be given 
applause if it succeeded in increasing 
output without huge investment. That 
was using existing investment properly. 

It was the fault of practising account- 
ants, said Sir Ian, that the public attribu- 
ted to them an infallibility which they 
did not possess; they should make it 
clear that their reports were not absolute. 
'I have held the view for a long time that 
accountants in industry should have the 
same ethical standards and discipline 
as the practising accountant’, he added. 

In conclusion, Sir Ian said that price 
control was going to be with them for a 
long time. The Institute should prepare 
for this and make a study of the problems 
involved. 
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Yes, there is a totally secure, high performance investment. Standard Life. 


eace of mind for you. for your client. 


Y” 
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As an adviser, with your 
client totally dependent on 
your judgement, you can t 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 

[t'sa problem. Because 
most safe investments aren t 
too profitable. And most 
highly profitable investments 
entail risk.| Except one. 

A Standard Life policy. 

Standard Life, with assets 
of £1,000,000,000 is the 
country's largest, most 
consistently successful, 
mutual assurance office. Ít 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 
ow what more could he 


ask of you? 

| With profits endowment assurances taken out at age 30 | 
| and maturing after | st March, 1973. E 
| £1,000 Policy | | | 


1948 | 1953 1958 1963 


| effected in 






Term in years 25 20 15 10 | 


Total Net Outlay} £865 £879 £893 £930 
Amount Paid NPF P ud 

e | £27 ) 7 T 

| in 1973 £2,740 | £2,261 [41,853 | £1,463 | 
| The net outlay figures assume that income tax was paid at 

| the appropriate standard rates. All figures relate to policies 


| i effected in the U.K. 















For the year ended 15th November 1972 Reversionary 
Bonus rates were £3.50% on the sum assured and £5.00% 
on attaching bonuses. 

In 1963 Standard Life pioneered Special Claims Bonus 
for claims by death or maturity, and the rates have again been 
raised, currently increasing claim values from 1.5% on policies 
effected in the year ended 15th November 1967 to 52.5% on 
policies effected on or before 15th November 1938, 


STANDARD LIFE | 


For peace of mind. 


Established 1825. Assets exceed £1000000000. 1 
Head Office: 3 George Street, Edinburgh. 


Branches throughout the United Kingdom 
and the Republic of Ireland. 
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Hartwells Group Ltd 


Car and Commercial Vehicles, A gricultural Equipment and Fuel Oil Distribution 


Year ended 28th February 1973 1972 

Sales £32,678,399 £25,319,272 
Net Profits (before Taxation) £1,014,868 £601,871 
Dividends per Ordinary Share 4°725p 4°5p 


(equivalent) 
* Increase in Profits for sixth year running. 
* Earnings per share (fully diluted) of 12:5p from 7:9p. Increase of 58%. 
* First two months of 1973/74 up on 1972773. 
* A winner of 7he Accountant Annual Award for 1972 Report and Accounts. 


Annual General Meeting — Oxford, 29th June, 1973 


Copies of the Report and Accounts may be obtained from 


The Secretary, Hartwells Group Ltd 
Seacourt Tower, West Way, Oxford 


NEW 
CAPITAL DUTY 


$T LAW STATIONERS 
1 AUGUST 1973 COMPANY PRINTERS 
COMPANY AGENTS 















Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 





READY-MADE" 
COMPANY 





COULD BE THE 
ANSWER 











inclusive 
ACT NOW! 
Telephone: 01-253 3030 (20 lines) LCD LEARN TIN E STREET 
Jordan & Sons Limited, 
Jordan House, — x 01-253 2977/8/9 and Telex 262687 
47 Brunswick Place, Jordans eJ 01—251 0344 (7 lines) 


London N1 6EE. 





June 21st, 1973 


STUDENT ROUNDABOUT 
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Salary Campaign — 
Institute States its Views 


HE Institute of Chartered Account- 

ants in England and Wales has issued 
a statement placing on record its position 
on the remuneration of student chartered 
accountants. 

In its appraisal of the matter, the state- 
ment, after outlining the period of train- 
ing and study leave entitlement, goes on 
to say that the position of the student 
entering into a training contract is 
different from that of an employee. The 
accountant student will, during the period 
of his contract and in gaining practical 
experience, do a certain amount of fee- 
earning work and this is recognized by 
the payment of a salary, but the assess- 
ment of the salary level involves a number 
of factors not present in determining the 
remuneration of an employee. In addition 
to the educational standard, ability and 
willingness of the individual to make a 
contribution to the fees earned by his 
firm, these will include any exceptional 
training provided, the breadth of prac- 
tical experience available, arrangements 
for study leave, payments by the prin- 
cipal of course and examination fees, 
other fringe benefits, and the nature of the 
principal's business. 


Demand for places 


A training contract is entered into 
voluntarily by the student. In recent 
years the demand for training in most ac- 
countants' offices has exceeded the places 
available. It must be assumed that the 
entrant believes that the value of the 
qualification is worthwhile. 

It is a fact that a number of principals 
have already reached the conclusion that 
it is uneconomic to continue to train 
students for the profession. There is no 
doubt that any substantial increase in 
salaries will aggravate the situation and 
limit entry to the profession. 

Having said this it is the continuing 
desire of the Institute that the quality of 
entrants should be raised further, and to 
the extent that a fair reward leads to good 
work and good chartered accountants, 
the trend towards higher salaries is to be 
encouraged. 

A training contract may provide for 
the remuneration that is to be paid over 
the period of the contract or may leave it 
to be settled by the principal. A student 
can obtain information regarding salaries 
that are payable before entering into the 
contract. If for any reason he fails to do 


so and comes to the conclusion that he 
should have made arrangements more 
favourable to himself, he is free to ter- 
minate the contract during the pre- 
liminary period which has recently been 
extended (subject to Privy Council con- 
sent) to twelve months. 


Institute has no power on salaries 


It is no part of the function of the 
Institute to settle salaries: it is not an 
employers’ association and has not the 
power to make regulations binding on 
members, whether related to remunera- 
tion paid to students or to employees, or 
for fees to be charged to clients, Nor 
would it be practicable for it to do so 
because of the wide variety of factors 
mentioned above. 

The role of the Institute in regard to 
conditions of service of students is with 
the standards of entry and of the training 
and education that is provided. In recent 
years substantial progress has been made 
in these directions and further improve- 
ments are presently being implemented. 

'The Institute regrets that the Chartered 
Accountant Students’ Society of London 
should have chosen to advance its claims 
in the way it has. In the great majority of 
cases, relations between individual prin- 
cipals and individual students are good, 
machinery is being established at district 
level for the examination of any grievances 
that may exist, and discussions between 
students’ society representatives and the 
Institute's district societies regularly take 
place. 





PAUL HENDRICK IS LONDON'S 
NEW CHAIRMAN 


Tue leader of the London Students’ 
year-old salaries campaign, Paul Hendrick, 
was elected Chairman of London CASS 
last Monday. 

Educated at St Gregory's Grammar 
School, Huddersfield, and Manchester 
Polytechnic, Paul Hendrick was articled 
in 1971 to Mr A. J. Gibson, a partner in 
Wilson, de Zouche & Mackenzie, of 
London. 

Co-opted to the committee of the 
London CASS last year, he has subse- 
quently been a member of many of its 
committees, serving as chairman of the 
Salaries Committee, chairman of the 
Rules Revision Committee, vice-chair- 
man of the Firms’ Representative Com- 
mittee and as a member of the Manage- 
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ment Committee. He was elected to the 
ACASS Executive earlier this year. 
Whilst at Manchester Polytechnic, 
Paul Hendrick was President of the 
Union and a student representative on the 
Governing Board and Academic Board. 





He was also Chairman of the National 
Union of Students’ North-West Region. 

Paul Hendrick tells ‘Roundabout’ that 
he knows from experience the value of 
student representation, which for many 
years has been an intrinsic part of the 
structuring of government of all poly- 
technics and most universities. He believes 
that this principle should speedily be 
applied to the structure of government of 
the Institute. 


New Vice-Chairman 
Pradip Pattni, the new Vice-Chairman, 
who is at present on secondment with 
Arthur Young McClelland Moores & 
Co, became involved with the Society’s 
affairs in late 1971 when he was appointed 
his firm’s representative. He became 
chairman of the Firms’ Representatives 





Scheme in 1972 and was co-opted to the 
executive in August 1972. 

In March 1973, at the ACASS 
Council, he was elected to the ACASS 
Executive after having successfully moved 
a motion condemning the Institute 
Foundation Course for its discriminatory 
effect on overseas students. 

Pradip Pattni’s interests include motor 
sport and the Stock Exchange. 
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D. AÑ another annual meeting of the Lon- 
| don Chartered Accountant Students' 
- Society passes into history and my period 
- of office as Vice-Chairman comes to an 
— - end, I welcome this opportunity of ex- 
_ pressing a number of opinions on matters 
affecting the Society. 
P. Consider first the meeting. Members 
. present — and for once there was a good 
. attendance — were asked to support five 
— resolutions, contributing to what the 
— — report in The Accountant of June 14th 
= . described as ‘outright militancy at Lon- 
—.. don's AGM’, 
— These motions were particularly con- 
= cerned with Institute representation, 
_ student salaries, and Society rules, and 
.. were proposed — in four cases out of five — 
~ by either Paul Hendrick or Pradip Pattni, 
both members of the outgoing Executive. 
- Much of the content of these resolutions 
- . was both ill-considered and unnecessary, 
_ and in places displayed a worrying ignor- 
ance of reality on the part of the pro- 
_ posers. Three specific points deserve 
comment. 


— — Agreement between equals 
Resolution 4 states that *. . . students 
should be represented at all levels of the 
= Institute's structure. This meeting rejects 
the concept of reciprocity of such repre- 
sentation . . .'. I have yet to hear of any 
argument, either from Mr Pattni or else- 
— where, which can justify to me the 
exclusion of only one side of a repre- 
|. sentative agreement between equals. 
— . Even were this justification to exist, I 
— would question the logic of unilateral 
Communications with a body of whom we 
claim to be student members. 
- The same resolution continued on the 
subject of Institute disciplinary pro- 
cedures, and ask the meeting to *... cam- 
` paign for a reform of the disciplinary 
- procedures to ensure that punishable 
. offences are publicized, and that a dis- 
_ ciplinary procedure is adopted which is 
. in accordance with the basic principles 
. of natural justice. . . .' 
I am the first to agree that, in the main, 

only good can come from more wide- 
spread knowledge of the limits of profes- 
sional conduct, but I have yet to hear of 
any case where I am persuaded that a 
decision of the Institute Disciplinary 
Committee has failed to observe 'prin- 
ciples of natural justice’. I wonder how 
many of those voting in favour of this 
motion had, prior to the meeting, troubled 
themselves to acquire a working knowl- 
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An Objective View of London CASS 


.. by TREVOR F. C. DAVIS, B.Sc., Vice-Chairman, 1972-73 
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edge of any aspect of student-Institute 
liaison? Indeed, I fear that uninformed 
voting was a major feature of the 
evening. 

The third point, and ultimately the 
most important, arises from Resolution s. 
Rather inconspicuously, in a motion deal- 
ing with the Society's new rules, Mr 
Hendrick 'expresses grave concern at the 
decision of the London and District 
Society not to support their adoption’. 
At the same time, both in an unfortunate 
and poorly produced pamphlet entitled, 
‘Make CASSL work for you’, distributed 
at the meeting, and also in a proposing 
speech, Mr Hendrick told members that 
he was '. . . tired of the intransigence 
shown by the (London and District) 
Society”, and that the Executive Com- 
mittee *. .. must not block any opposition 
from the Institute or elsewhere to the 
achievement of an independent demo- 
cratic Society’. 


LDS co-operation 


It is time that someone set this particular 
record straight. Whatever difficulties and 
delays we may have encountered in the 
acceptance of the rules by the Institute, 
the London and District Society has 
throughout been prepared to assist and 
advise, and — to the best of my knowledge 
— has never resorted to the deliberate use 
of ‘delaying’ tactics. That is not to say 
that agreement has existed between us on 
basic issues. As I write this, I hear that the 
London and District Society committee 
has considered and fortunately rejected 
the withdrawal of support for the London 
Students’ Society. 

Under the present rules of the Society, 
it is the prerogative of the Vice-Chairman, 
among others, to be able to insist that a 
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postal ballot of all Society members is 
taken upon any motion before a general 
meeting. As an indication of my disquiet, 
I exercised this right in respect of Reso- 
lution 4 (Institute Representation and 
Disciplinary Procedures), and the motion 
is therefore at present in suspense. Each 
Society member will, however, have the 
opportunity to vote on this motion within 
a short period of time. I would suggest 
that members do not give their support 
to the resolution in its present form. 

That is enough discussion about a 
meeting which held few surprises, but 
let us briefly look to the future. In his 
annual report, Richard Vinson, Chairman 
of the Society, stated that the Society 
is now a political body working for your 
interests — to promote the interests of its 
members both for the present and for 
the future, using research, publicity, 
negotiation, and, when necessary, cam- 
paigning'. The concept of a professional 
association having political objectives un- 
doubtedly worried some members, al- 
though I rather fear that this arose 
through misunderstanding or ignorance 
of the real meaning of the word ‘politic’. 
In its true sense, it bears no “party” 
political connotations. 

I would dispute with anyone who 
argues that the real objectives or 'raison 
d’être’ of the Society have altered during 
the past year. The only change — and it 
has been both dramatic and for the better 
- is a rapidly increasing awareness among 
students of social values. This has in- 
evitably introduced into our objectives a 
previously lacking sense of priority. 


Need for reality and courtesy 


I am pleased that the Society is at last 
becoming increasingly relevant to the 
needs of its members, and I look for- 
ward to the day when the need for its 
services will no longer exist. Until we 
achieve that objective, however, those 
controlling the Society must maintain 
a sense of reality, and of humanity and 
courtesy in their dealings with outside 
bodies. 

The politics of confrontation and divi- 
sion can ultimately be successful only 
when the situation is so desperate that 
one side can afford to win at the expense 
of the total loss of the other. Even if I felt 
that there could be any question of the 
outcome of such a confrontation in this 
case, I could not advise its consideration. 
Once the Society's leaders become capable 
of achievement only by confrontation, 
then that is the time to consider their 
replacement. Thankfully, that point has 
not yet been reached. 

May I, finally, take this opportunity of 
thanking all those Society members, 
officers, and staff who have given me a 
vast amount of help during the year. 
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INSTITUTE PRESIDENT SPEAKS 
AT MR DEREK DU PRÉ'S 
RETIREMENT DINNER 


IN the course of a speech given last 
Friday at an informal dinner in the 
Captains' Room of Lloyd's to mark the 
retirement of the Secretary of the Lon- 
don CASS, Mr Derek du Pré, the Presi- 
dent of the Institute, Mr Kenneth 
Wright, M.A., F.C.A., said: “Derek du Pré 
will be sad that he should be leaving 
CASSL when it is facing difficulties, 
both in its own organization and in its 
relations with the Institute.' The Society's 
desire for complete independence is in 
tune with the times—all forms of 
dependency, paternalism, suzerainty, call 
it what you will, are resented. Uhuru, 
freedom, is the cry for today. 

Mr Wright said that he could sym- 
pathize with these attitudes, but wondered 
whether, when carried through to the 
logical end, a complete severance from 
the Institute would be to the advantage 
of the Society. 

Voicing a caution to the newly-elected 
committee, Mr Wright went on to say 
that 'apparently those who now direct 
the affairs of the Society want all links 
to be cut. I presume they wish the senior 
members who hold office to resign. I 
presume they want the trustees to transfer 
their responsibilities, I presume they wish 
the Institute itself to withdraw its ap- 
proval of the Society, so that future 
membership will be voluntary and the 
finances of the society will be the respon- 
sibility of those who choose to become 
members and their elected representatives. 
Is this really what is wanted? I myself 
doubt whether it is in the best interests of 
the9o-year-old London Students’ Society”. 
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Tony Robb Whitaker, Administration Director, London CASS, in conversation with Linda 
Mitchell, Assistant Secretary, ACASS, together with, /eft, David Steeds, B.A., Secretary, 
ACASS, and Richard Vinson, B.A., then Chairman of London CASS, on the occasion of the 
presentation of 7he Accountant Annual Awards at the Mansion House on Wednesday of last 


week. 
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Mr Wright, “in recording history”, went 
on to say that in 1936 when Mr du Pré 
worked with Lloyds Bank in Jersey, he 
arranged lectures for young bankers on 
the island. One of his guest speakers was 
Professor J. H. Jones (who died at the 
age of 92 a few months ago), and who 
wrote a weekly article for The Accountant. 

As 'Derek had itchy feet', Professor 
Jones arranged for him to cross to the 
mainland and introduced him to the 
then editor of The Accountant, Miss Vera 
Snelling, who engaged him as Assistant 
Editor. “That”, said Mr Wright, ‘was in 
1936. Eleven years later he adopted the 
editorial “we” and provided us with 
the instant opinions we expect from our 
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press. He continued as Editor until 


1956 when he retired to become Secre- 
tary of The Institute of Cost and Works 
Accountants. Eight years later he trans- 
ferred to become Secretary of CASSL. 
Thus, ‘he has been directly involved with 
our profession for 37 years and we say 
good-bye tonight to a friend who is in a 
very real sense one of us’. 


Among those present at the dinner | 


were Mr G. R. Appleyard, F.C.A., the 
Society's Immediate Past-President, Mr 
Dudley Morse, F.c.A., the new President, 
together with Past Chairmen of the 
Society and present officers, and Mr 
Anthony Robb Whitaker, Administra- 
tion Director of the Society. 





Pakistan Accountancy Students’ 


Dinner 


FIRST-CLASS training could be 

achieved in all sizes of firm other than 
those restricting their activities to a few 
specialisms. There were, however, some 
firms which fell below the highest stan- 
dards in the training they provided, 
stated Mr Kenneth Sharp, T.D., M.A., 
F.C.A., Deputy President of the Institute, 
speaking at the Pakistan Accountancy 
Students? annual dinner at Chartered 
Accountants’ Hall last Friday. “Size by 
itself is not a critical factor. Skill in 
training is a quality with which some 
principals are more highly endowed than 
others. The fact that one is a chartered 
accountant in practice does not of itself 
mean that one is equipped to train 
chartered accountants of the future. 


Potential principals may well have to be 
trained to train’, stated Mr Sharp. 

Following the recent Institute’s special 
general meeting, and subject to Privy 
Council allowance, Mr Sharp said that 
the Institute is likely to become increas- 
ingly interventionist in the supervision of 
principals in the provision of training for 
their students. 


Mutual acceptance 


The student, under the terms of his . 


contract, undertook obligations, con- 
tinued Mr Sharp, and it was the mutual 
acceptance of obligations by principal 
and student that was, or should be, the 
basis of a significant personal relationship. 

On remuneration, Mr Sharp said that 
it was right that potential students 
should be able to obtain advice on this as 
on other aspects and conditions before 
committing themselves to a training 
contract. He welcomed the development 
of the aide memoire at present being 
written jointly by senior and student 
members of the students liaison com- 
mittee. Its publication, would, he believed, 
be of considerable value to potential 
students in finding appropriate principals. 

Saeed Haider, President of the 
Pakistan Accountancy Students” Society, 
in welcoming Mr Sharp, said: “The 
changes in the attitudes we are observing 
both in the students” societies, including 
CASSL, and the world, were not just 
due to the arrival of certain personalities 
on the scene, but due to reasons far more 
profound and varied. These changes”, 
said Saeed Haider, ‘have come about 
through a gradual process, but whether 
good or bad, were here to stay, at least 
for the near future.” 

It was indeed good news, he went on, 
that from now on the Institute will lay 
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down precise standards for the minimum 
education and training required by 


students from firms. However, what was 


not clear was the practical solution to 


. «ases where students were having diffi- 


culty in getting their articles transferred. 


— Most students who were not quite sure 
Af they were getting the required training 
— and experience in their firm did not know 

- whether this could be regarded as 
— justifiable grounds for a transfer. ‘It 


remains”, he said, ‘a mystery to most as 


to exactly who is supposed to be dealing 
— with these questions.’ 


E - Crisis of confidence 
~ Paul Hendrick, the then Chairman-elect 


of the Chartered Accountant Students' 


Society of London, declared: “We are 


facing a crisis of confidence within our 


_ profession, a profession whose Institute is 
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controlled by one sector of its membership 
-~ —those in practice and a particular section 
Of this group, partners of the larger 
-~ firms — a section which is clearly limited 


ACCOUNTANT 
by age to the older members of the pro- 
fession. The great majority of members 
of the profession — the young qualified 
members and the student members - 
are disenfranchized.’ 

He said that evidence of this lack of 
representation could be seen in the much 
vaunted reforms of the Institute's Council. 
Their educational reforms, although 
often in themselves laudable, were merely 
tinkering with the system. What was 
needed was a thorough-going reform of 
the system of education and training. 'If 
the younger members of the profession 
were given their rightful say we would 
soon see an end to this anachronistic 
system, a system which fails dismally to 
guarantee a decent training, which 
restricts salaries to their present abysmal 
levels and which allows the present 
exploitation of overseas students.” 

He declared that the ACASS proposals 
for student representation had been 
emasculated ‘in the way that CASSL 
campaigns conducted through normal, 
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long-established democratic channels 
were constantly being given the misnomer 
of militancy, in the way London and 
District Society members launched a 
well-planned, but spectacularly un- 
successful, attack on CASSL policies and 
the CASSL Executive at the recent 
annual general meeting (‘Roundabout’, 
June 14th), and in the way the Institute 
had rejected the new democratic CASSL 
rules approved by overwhelming major- 
ities at successive CASSL meetings’. 


‘Not wreckers' 


"We ask the Institute to recognize that 
we are not wreckers, out to destroy a 
profession which, after all, provides our 
livelihood too. We are part of the dis- 
enfranchized majority in the profession 
who seek the improvement and develop- 
ment of the profession, who seek a better 
education and training within the pro- 
fession and who seek to pursue these aims 
through normal democratic channels.' 





Manchester's Successful 
Careers Forum 


THE Education Sub-committee of the 
Manchester CASS recently broke new 


- ground when it held a highly successful 
careers forum attended by over 40 mem- 


bers. 
Mr A. K. Timberlake, M.A., A.C.A., of 
Arthur Andersen, spoke on the benefits 


of joining a large firm on qualification. 


They had, he said, the advantages of 


— greater training facilities as well as variety 


and opportunity to specialize. ‘Newly- 
qualified chartered accountants who 
wished to remain in the profession, or 
those who were unsure as to their next 
step, would be well advised to spend a 
period of two years with one of the larger 
firms.’ 

Mr F. A. Sherring, F.C.A., of Harmood 


= Banner, whose topic was “The smaller 


firm’, explained that the sole practitioner 
had the advantage that he could deter- 
mine his own job. His work was creative 
and there were also social advantages in 
that he could become well known within 
his own community. This in turn would 


_ increase the source of clients. ‘But’, 
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warned Mr Sherring, ‘there were dis- 
advantages — such as keeping the bright 
young man’. In addition, a sole prac- 
titioner might also tend to become cut-off 
from technical developments within the 
profession, through lack of regular con- 
tact with other members. 

Mr R. J. M. McMasters, of Slater 
Walker, pointed out that both Jim Slater 
and the chairman of Hill Samuel were 
chartered accountants, and that so per 
cent of the new Hill Samuel board under 
the proposed merger comprised chartered 
accountants. This gave an indication of 
the prospects within the merchant bank- 
ing field. Merchant banks, he said, pre- 
ferred chartered accountants to have 
experience of investigations, or to have 
worked in industry. It was important 
that a successful candidate should be 
able to communicate well with top 
management to facilitate his movement 
along the ‘corridors of power’. 

The industrial field was covered by Mr 
E. H. Massey, F.C.A., who pointed out that 
accountants had to be 'converted' into 


businessmen. Whilst status is acquired 
more quickly with a smaller company, the 
larger companies tended to be more up 
to date with sophisticated techniques. 
Early years were likely to be spent with 
internal audit and costing sections, from 
which the successful accountants would 
be promoted — all promotions at ICI come 
from within the organization. 

The increasing number of opportuni- 
ties presenting themselves in the tutorial 
and teaching fields, was dealt with by Mr 
A. Kennedy, B.A., A.C.A., of Financial 
Training. ‘A tutor need not be brilliant 
in every area, but he must be sympathetic 
and have a good sense of humour.' 
When the tutor has gained a wide ex- 
perience he would be given more respon- 
sibility, such as planning a course, and 
day-to-day administration. 

Last to speak was Mr Douglas 
Llambias, A.C.A., who covered careers 
overseas. In a humorous address he 
stressed the importance of a chartered ac- 
countant being aware of his own motives 
for seeking employment overseas. Motives 
might include a wish to procure faster 
promotion, accumulate capital, to see the 
world, or even escapism. Type of firm 
and length of tour were both vital 
factors. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 


principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 


EXAM 


PASSES 


Appreciation, Costing, G.C.E., Law, Loca! Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUR LONDON SW19 4DS 


01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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JUST PUBLISHED 


BUDGETARY CONTROL 
AND STANDARD COSTING 


by S. R. CAVE, F.C.A., A.C.M.A 


X FACTORY ADMINISTRATION 


* MATERIALS, LABOUR 
OVERHEADS 


* SALES AND CAPITAL 
BUDGETS 


£3-80 net 


£3-96 incl. post, packing and 
VAT (2p) in U.K. 


£4-14 overseas 


This book first published in 1955 and now in its Third 
Edition has been revised and brought up to date. 


Many large and medium industrial firms have installed 
systems of management accounting based on budget- 
ary control and standard costing, and more are con- 
templating the benefits that may be gained from 
careful control of expenditure by using this accounting 
system. 


While standard costing is most profitably employed 
in mass production industries, budgetary control 
should be invaluable to all firms, large and small, and 
if not used with standard costing it may be used 
advantageously in conjunction with the system of 
historical costing. 


GEE &'CO (Publishers) Limited 
151 Strand, London WC2R 1JJ 


Publishers of The Accountant 


Telephone 01-836 0832 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 


employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business: his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8 


The YWCA helps 
young people 
everywhere 


AVAILABLE JUNE 15th 
Bigg and Davies 


INTERNAL 
AUDITING 


FOURTH EDITION 


by E. H. WOOLF, F.C.A. 





In a world of shifting values some things are worth 
preserving. 

The ‘Y's’ tradition of service to the young, for example. 
The YWCA houses 6,500 girls, young women — and young 
men. New building will provide another 300 places. But 
there are thousands more than this needing a decent place 
in which to live. 

YWCA Clubs offer the young reasonably-priced — and 
enjoyable — accommodation, and a place to go to find new 
interests. For young girls, our Further Education Courses 
help during the first difficult years at work. But above all, 
the YWCA gives the young a chance to serve others. 





An internal audit service is increasingly 
recognised to be an essential part of the 
financial and administrative organisation 
of all but the very smallest undertakings. 


This book includes the scope and purpose 
of internal audit, the techniques involved, 
the form of the report, the administration 
of an internal audit department and its 
value as an aid to management. 


Price £2.50 Post free £2.70 


HFL (Publishers) Ltd 


9 BOW STREET, LONDON WC2E 7AL 





Our field workers are active in new communities, in 
dilapidated areas, amongst young people everywhere. Last 
year we helped over 13,000 young bewildered travellers 
arriving at London railway stations. 


Please give, and please give today, to help carry on 
and increase our vital social work. 


YWCA of Great Britain 


National Offices, Hampden House, 2 Weymouth Street 
London W1N 4AX. Telephone 01—636 9722 


June 21st, 1973 





Notes 
and 
Notices 


A A Pea 


PROFESSIONAL NOTICES 


DELOITTE, RoBsoN, Morrow & Co 
announce the admission to partnership 
as at July rst, 1973, of Mr C. ALAN 
MCFETRICH, M.A., A.C.A., and Mr J. 
WINTER, M.A. 

James FRASER & SONS, W. LACON 
'THRELFORD & Co, and HUDSON, CROOKES 
& Co, announce that they have merged 
their separate practices into one firm with 
effect from June 18th, 1973. The name of 
the new firm is FRASER "lHRELFORD 
Crookes & Co, and the only address is 
31 Copthall Avenue, London EC2R 7BP. 
The partners in the new firm are Messrs 
W. E. FORDHAM, F.C.A., G. S. CROOKES, 
EA. R. D. MOORE F.GA, R. K. 
Davies, F.C.A., B. W. MEPHAM, F.C.A., 
Joun HOLLAND, F.C.A., D. F. BROWN, 
A.C.A. In addition Mr R. J. Fisk and Mr 
M. F. Hupson will act as consultants. 


HawsoN & Co, Chartered Account- 
ants, of Pegasus House, 4634 Glossop 
Road, Sheffield Sro 20D, announce with 
the deepest regret the death of Mr 
HEDLEY WoopRurr, on Tuesday, June 
12th. Mr WoopRurr had been with the 
firm for 40 years and was a partner for 
21 years. 


APPOINTMENTS 


Mr R. A. Gamble, F.c.a., has been 
appointed financial director of Lowndes 
Lambert International. 


Mr John M. Hubbard, A.C.A., has 
joined Metal Products Company (Willen- 
hall) as financial controller and secretary. 





JOHN FOORD & COMPANY 
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Mr William Jollife, F.I.M.T.A., pre- 
viously borough treasurer of Blackpool, 
has been appointed county treasurer of 
Lancashire. 


Mr A. E. Singer, F.C.C.A., deputy 
managing director of Tesco, has been 
named as the new head of Giro. Mr 
Singer is a Council member of The 
Association of Certified Accountants. 


Mr J. B. Woodham,  B.SC.(ECON.), 
F.L.M.T.4., a former President of The 
Institute of Municipal Treasurers and 
Accountants, has been appointed chief 
executive officer for the new Cleveland 
county. He was previously treasurer of 


Teesside CBC. 


Mr Robert C. Leyhane, A.C.A., has been 
appointed secretary and financial con- 
troller of the Movitex Group. 





Mr R. C. Leyhane Mr |. D. Trickett 

Mr I. D. Trickett, B.A.(ECON.), F.C.A., 
assistant finance officer at the University 
of Birmingham, has been elected Presi- 
dent of Birmingham Junior Chamber of 
Commerce for the year 1973-74. Before 
moving to Birmingham, Mr ‘Trickett was 
Secretary of the Sheffield and District 
Society of Chartered Accountants from 
1965 to 1967. 


ANNUAL CHURCH SERV!CE 


A special Service of Dedication for mem- 
bers of the Council of The Institute of 
Chartered Accountants in England and 
Wales wil be held in St Margaret's 
Church, Lothbury, London EC2 at 
12.30 pm on Wednesday, July 4th. 

The service will be conducted by the 
Reverend Basil Watson, O.B.E., M.A., R.N., 
Vicar of St Lawrence Jewry, and the 
address will be given by the Reverend 
Ian Ogilvie, M.A., Chaplain of Sevenoaks 
School. Any member of the Institute 
wishing to attend will be welcome. 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION 
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OBITUARY 


Mr Robert Pearson Winter, 
C.B.E., M.C., T.D., D.L., F.C.A. 
We have learned with regret of the 
death, on June 13th, of Mr R. P. Winter, 
Deputy Lieutenant for the County of 





Northumberland and President of The 
Institute of Chartered Accountants in 
England and Wales in 1963-64. He was 
76 years of age, and had been in poor 
health for some time. 

Mr Winter, a member of the Institute 
since 1921, also had a long and dis- 
tinguished association with the Territoria] 
Army, into which he was commissioned 
in 1915, being awarded the Military Cross 
after the battle of the River Piave, in 
Italy, in 1918. He became a member of 
the Northumberland Territorial and 
Auxiliary Forces Association in 1934, and 
vice-chairman of the Association for the 
years 1952 to 1964; from 1952 to 1960 
he was honorary Colonel of a Territorial 
regiment of engineers. His services in 


this capacity were recognized by the 


award of the CBE in the 1958 Birthday 
Honours List. 

A partner in his family firm of Winter, 
Robinson, Sisson and Benson, of New- 
castle upon Tyne, Mr Winter was elected 
to the Council of the Institute in 1952, 
subsequently becoming Vice-President 
in 1962-63 and President the following 
year. He retired from the Council in 
1966. His other past interests included the 
chairmanship of the finance committee of 
the North of England Council of the 
British Empire Cancer Campaign and 
the vice-chairmanship of the Northum- 
berland County Association. of Boys' 
Clubs. 

He leaves a widow, a son and a grand- 
daughter, to whom we extend our 
sympathy. 
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LEEDS AND BRADFORD 
ELECT MEW OFFICERS 


Mr Lewis Brian Eagle, F.C.A., a partner in 
the Leeds office of Spicer and Pegler, has 
been elected President of the Leeds, 





Bradford and District Society of Char- 
tered Accountants for 1973-74. Now 50 
years of age, and a wartime RAF navi- 
gator, Mr Eagle qualified as a member of 
the Institute in 1948, and became a 
partner in John Gordon, Harrison, 
Taylor & Co (now merged with Spicer 
and Pegler) in 1954. 

Mr Eagle is married, with three teen- 
age daughters. His hobbies include local 
history and geology, and also “through 
force of circumstances”, gardening. 

Other officers elected for 1973-74 are: 
Vice President: Mr P. E. Crowe, F.c.A. 

Hon. Treasurer: Mr I. Longman, A.C.A. 
Hon. Secretary: Mr W. J. A. Smith, F.c.a. 


THE ACCOUNTANTS' 
CHRISTIAN FELLOWSHIP 


The last of the current session's monthly 
meetings for Bible reading and prayer, 
are to be held on Monday, July 2nd, and 
will discuss 'Prayer — does it really w ork?' 
with special reference to Luke rz, verses 
11-24. 

The City meeting will be at 1 p.m. in the 
Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, near 
Gracechurch Street), and will be led by 
Mr David Ginnings. Coffee and sand- 


wiches will be available (charge 25p) 
during the meeting. 


The parallel meeting in the West End 


MEC UR de FTE: 
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will be at the s 
of Christ Church, Down Street, 
London Wi (near Green Park Station), 
and will be led by Mr Roy Coad. 
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NEW CHAIRMAN FOR 
LONDON DISTRICT 


The Chairman of the London and District 
Society of Chartered Accountants for 
1973-74 is Mr Alan Hardcastle, F.C.A., a 
partner in Peat, Marwick, Mitchell & Co. 

Among his many professional interests, 


Mr Hardcastle is a co-opted member of 


the Institute's Parliamentary and Law 
Committee, and was also a member 
London's forward planning working party 
which reported earlier this year (the 
‘Basden Report’, The Accountant, Febru- 
ary 8th). He is well known for his ser- 
vices as chairman, speaker or group 
Institute and District 


leader at many 
Society courses. 
He confesses to 


‘a predilection for 





idleness in his spare time’, but with two 
young sons seldom achieves it! 

Mr F. J. G. Whinney, F.c.A., has been 
elected Vice-Chairman of the Society 


for 1973-74. 


COMMON MARKET COURSES 


Two important new courses with a Euro- 
pean message are being held shortly by 
The Institute of Chartered Accountants 
in England and Wales. 

The first, "l'ax problems of Common 
Market trading', will be held at the Grand 
Hotel, Birmingham, from June 27th to 
29th, and the second, “European Com- 
munity Investment and Finance”, at 


FULLER PEISER & co. 


CHARTERED SURVEYEMS 


ame time at the Vicarage 


of 


June 21st, 1973 


Whately Hall, Banbury Cross, on July 
sth and 6th. 

Distinguished teams of speakers with 
extensive practical experience have been 
assembled for both courses. Fees, in- 
clusive of accommodation, meals and 
VAT, will be £55 at Birmingham and 
Á. 71:50 at Banbury. 

Inquiries and applications should be 
addressed to the Courses Department of 
the Institute at Chartered Accountants' 
Hall, Moorgate Place, London EC2. 


INCOME TAX TABLES 


The Board of Inland Revenue have pro- 
duced new Income Tax Tables (IR21), in 
the form of ready reckoners, showing the 
tax payable on various incomes at the 
basic and higher rates. 

It should be noted that they are not the 
tables to be used by employers in 
operating PAYE. 

The tables are obtainable free of charge 
on request from any office of HM 
Inspector of Taxes. 


REVENUE PAPER 


The following cases are down for hearing 
during the Trinity Sittings 1973: 


COURT OF APPEAL 
Malcolm-Brown and another v. Restorick 
Green v. CIR 
Steiner c. CIR 
I. Marks v. CIR 
Ls Marks : v. CIR 
S. Marks v. CIR 
HMI of Taxes v. Wilmot Breeden Ltd 
Knight v. CIR 
HMI of Taxes 
Buswell v. CIR 


HicH CourT (Chancery Division) 
Bell v. Wright 
Fen Farming Co Ltd v. Dunsford 
CIR v. Goodwin 
CIR v. Baggley 
Way v. Underdown 
Stein v. CIR 
Pye v. A. E. Marshall & Sons Ltd 
Jonas v. Bamford 
Duff v. Williamson 


ORIGINATING MOTIONS 
Trimingham v. General Commissioners 
(Income Tax) for the Division of 
Hammersmith, London, and another. 
Bland v. Commissioners for the General 
Purposes of the Income Tax for the 

Division of Rochford, Essex. 


v. Hitchin 
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Abbey National 
give more power 
— toyour£ 


The ‘Big Rate’ on Share Accounts 


Y 7 
paa. 
gross 
um 
IF YOU PAY 
BASIC RATE 
INCOME TAX 


And that's only half the you pay in or draw out. 
story with an Abbey National You can withdraw as 



















Share Account. much as £250 of your savings 
It's extremely simple to quickly and conveniently. 
operate. And as we have over 270 


£10,000, we look after it as if it. the country-you're never far 


were our Own. from your money. 
You don’t pay a penny Fill in the coupon for 
in charges, however often details. 
Name 
Address 


p. 
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ABBEY NATIONAL 


BUILDING SOCIETY 
Abbey House, Baker St., London NW1 6XL Tel: 01-486 5555. 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 





Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1/03, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


LINKED PRIVATE STUDIES. The Luton College of 
Technology and Metropolitan College now offer facili- 





TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 


tion in which you are interested) to the Metropolitan 
College (A1/03), St Albans, or CALL atthe London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01-248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


ties for integrated oral and correspondence tuition. 
ONE WEEK 'PEP' COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL 'PUNCH' COURSES - for 
intensive concentration on particular subjects. 

For details o! these, and other linked courses write to:— 
Metropolitan College, St Albans. 


Metropolitan College, St. Albans 





Accredited by the Council for the Accreditation of Correspondence Colleges. 
Meniber of the Association of British Correspondence Colleges. 
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National Non-savings 


FTER weeks of delay in the Treasury and Her Majesty’s 

Stationery Office, the report of the Page Committee 
to review National Savings was published last week. ‘The 
terms of reference were narrowly confined to the consider- 
ation of “National Savings' as represented by the insti- 
tutions for which the Department for National Savings is 
directly responsible and the "Trustee Savings Banks, 
together with the organization which has been built up 
over the years to encourage the use of these institutions. 

Perhaps, not unnaturally, attention has initially been 
focused on what the committee described as its major 
recommendations, four in number. It has recommended 
that the ‘Trustee Savings Banks should be allowed to make 
personal loans, including overdraft facilities, but that this 
should be done as part of a general reconstruction of these 
banks which would make them independent of the Govern- 
ment so as to constitute a third type of banking institution 
between the National Savings Bank and the clearing banks. 
The National Savings Bank should remain under Govern- 
ment control without material change in its services, its 
funds being channelled into public sector securities. 
National Savings Treasury securities should be vigorously 
pruned and should consist only of Premium Bonds and a 
new type of security akin to the National Savings Certi- 
ficate but including some features of the British Savings 
Bond. ‘The National Savings voluntary movement — 
costing {7 million per annum for small tangible results — 
should be wound up, and an experiment made in issuing 
“a modest index-linked bond for the small saver”. 

The committee has been led to make these recommenda- 
tions by its review of National Savings in relation to the 
activities of other financial organizations. The total 
investment in National Savings has increased between 
1950 and 1971 by only 30 per cent — virtually the whole of 
this in the ‘Trustee Savings Banks. Between 1960 and 1971, 
however, life assurance funds, pension funds and building 
societies have all increased by nearly threefold to over 
fourfold; so that in 1971 life assurance funds amounted to 
over £15,000 million and building societies’ assets to nearly 


£13,000 million, in comparison with total National Savings 
of just over £9,000 million. 

In the light of these figures, the committee had little 
difficulty in demolishing much of the evidence submitted 
to it by the Treasury about the Government's economic 
objectives in stimulating small savings. It shows that the 
short-term purpose of using personal savings as an alter- 
native to taxation to affect the level of demand, if and when 
achieved, is a result more of luck than judgement; the 
long-term purpose of using such savings to improve the 
rate at which investment and growth develop has little 
relevance to the light of the use made by the authorities of 
National Savings. The contribution to financing govern- 
ment borrowing has in most years been relatively small, and 
little related to immediate needs. 

The committee is thus led to regard, as the main ground 
for maintaining any of the existing arrangements, the 
Government's social responsibility to see that savings 
facilities are available for the small saver. 

An interesting general question to which the committee 
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has addressed itself is an analysis of the various forms of tax 
incentive available for different classes of savings. It rejects 
the suggestion that savings made available to the Govern- 
ment should be favoured in relation to savings which find 
their way into other channels. About 60 per cent of the 


revenue forgone by tax reliefs in regard to the various 


categories considered by the committee is in respect of 
pension schemes. 

The committee recognizes the rather special nature of 
such schemes inasmuch as they do not constitute voluntary 


- savings to any considerable extent. So far as employers’ 


contributions are concerned, they are essentially a labour 


- cost which the employer will seek to recoup from his 


customers. Most of the remaining 40 per cent is attribut- 
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able to life assurance. The committee points out that ‘the 
relief on premiums paid to life assurance companies has, 
however, been used to promote tax avoidance schemes which 
possibly push the concession to or even beyond the reason- 
able limit". 

Nor does the committee find much justification, except 
on grounds of maintaining established practices, in the 
divergent tax incentives available to savings through 
various channels. Nevertheless, even if it fell outside the 
terms of reference of the committee to make firm recom- 
mendations in regard to such matters, there is obviously 
room for a detailed and authoritative survey of the whole 
question of special tax reliefs - some of which were 
originally given for purposes no longer relevant. 


Whither Local Government? 


| WF have not had long to wait for the answers to some 


of the questions implicit in our leader last week on 

the vexed subject of local government finance. A consulta- 

tion paper, Local Government in England and Wales, pro- 

duced by the Department of the Environment, sets out 

what must be assumed to be the Government's latest, if 
not final, thoughts on the matter. 

The description ‘consultation paper’ is something of a 


 misnomer, since it is less than clear where the scope for 


consultation exists. If those who hoped for a new era of 
local government based upon an infusion of new revenue 
were disappointed by the Green Paper, The Future Shape 
of Local Government Finance, one can only imagine their 
feelings over the latest document. Certainly, several 
speakers at last week's conference of The Institute of 
Municipal Treasurers and Accountants, reported on other 
pages, are facing the future with apprehension. 

The consultation paper rejects the arguments for new 
local taxes to supplement the rates and thereby to increase 
the financial viability of the enlarged authorities which 
come into being next April. It claims that 'the public 
would not welcome, at the present time of price and pay 
restrictions, the introduction of new taxes locally’. This 
self-evident proposition misses the whole point of the 
debate. What those who urge a revival of genuine local 
government want is a diversion of some current tax 


. revenue from central to local government in place of the 


continuous increase in central grants. 

Nor can one attach much weight to the defensive asser- 
tion that since the Government is 'currently carrying 
through nationally a radical reform of both direct and 
indirect taxation', it has decided that now is not the 
moment to introduce any new local taxes which would, as 
the Green Paper showed, involve complex administration 
and collection. 


The short answer to this claim is that the matter of tax 
reform has been under discussion for many years and the 
general framework for reform agreed. It is difficult to be- 
lieve that the overall pattern of taxation has not been 
settled, and it must therefore be concluded that there is no 
room for any new supplementary source of revenue for 
local government within that structure. As for the difh- 
culties of administration of new taxes at local level, no one 
will deny that the Green Paper laid considerable emphasis 
on them! But here again it is simply a question of whether, 
if the objective is really desired, we are prepared to devise 
the means. 

It must appear that the cynics and pessimists who 
recognized that the Green Paper offered nothing to local 
government (because Whitehall is determined to treat local 
authorities as a regional and local arm of the Civil Service 
rather than an independent base of the political, economic 
and social life of the community) have been proved right. 
This may, of course, be a perfectly legitimate objective. 
Not every one believes that local government is either 
necessary or the best way of meeting the needs of the com- 
munity. But, at least, those who hold such views should not 
continue to talk about independent and viable local 
government. 

If the consultation paper's disclosures on the subject of 
revenue are disappointing, its proposals for the reform of the 
grant structure are depressing. The paper claims that its 
proposals in this respect are intended to achieve two 
principal objectives. The first is to share the cost of local 
services fairly, both among local inhabitants having regard 
to their ability to pay and also between the general tax- 
payers and local ratepayers. The second objective is to 
ensure that as far as possible the decisions affecting local 
services will be taken locally. 

Given the proposed reforms set out in the paper, it is 
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unlikely that these admirable sentiments will ever be 
implemented. Even if one accepts that the details have yet 
to be worked out in discussion with the local authority 
representatives, the basic features are clear enough to 
destroy any hopes of genuine reform. The continuing 
emphasis on general, as opposed to specific, grants is to 
be welcomed but, if the total resources available to local 
government are barely sufficient to implement the require- 
ments of the services as laid down by Whitehall, it is 
difficult to see what significant decisions can be taken locally. 

It is depressing to learn that rateable value will continue 
as the index of local resources, when its defects are so well 
known; nor are fears assuaged by the promise that this 
index is to be used as a basis for more extensive adjustment 
of resources. In other words, instead of a grant formula 
which is designed to bring the poorer authorities (as 
measured by their rateable resources) up to the level of the 
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average, a larger proportion of the total rate support grant 


is presumably allocated to equalization of resources. 
There is the further disclosure that the existing domestic 
element in the rate support grant is to remain, despite its 
obvious defects. And, since the needs element is the 
residuary part of the RSG, it remains to be seen what will 
happen both to the amount distributed and to the pattern 


of distribution of that part of the existing grant which has - 


been less criticized than the other elements. 


The fundamental problem of local government finance as 


seen at the present time is the conflict of objectives. It is 
clear that the Government sees the role of local authorities 
as quite different from that advocated by the supporters of 
independent local government. The Government should 
look at the structure of local finance, and consider whether 
the system once regarded as appropriate really has any 
merit for the future. 
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More Accountants Wanted 


PPORTUNITY will shortly exist 

for an accountant 'of recognized 
outstanding calibre’ to be brought in 
to lead the government accountancy 
service as “Head of Profession', with 
prospects of second permanent secre- 
tary status at a salary (on 1972 scales) 
of £14,750 per annum. Such an ap- 
pointment is one of the major recom- 
mendations of the report by Sir Ronald 
Melville, K.C.B., and Sir Anthony 
Burney, O.B.E, B.A., F.C.A., into the 
use of accountants in the Civil Service; 
and the Civil Service Department con- 
firmed last week that appointment of 
an accountant 'Head of Profession' 
had been accepted in principle. 

Sir Ronald and Sir Anthony “are 
in no doubt' that in the area of activi- 
ties which are common to all large 
organizations it is urgently necessary 
for greater use to be made of ac- 
countants' financial expertise. Un- 
fortunately, career prospects for ac- 
countants in government service are 
at present unattractive by comparison 
with other specializations. At the date 
of the report, the professional ac- 
countant class included only two posts 
graded as “senior director”, at top 
salaries of £7,930 p.a., whereas the 
numerically similar statistician group, 
and the significantly smaller economist 
group, had respectively 22 and 13 
posts in the range of £8,250 to £14,750. 


The statisticians and economists also 
included a far higher number of 
posts in the £5,350-£7,276 range. 





Thus, for many years, despite start- 
ing salaries for “senior accountants' 
which are broadly comparable with 
those oftered by industry or profes- 
sional firms, the Civil Service has been 
unable to attract young accountants 
in sufficient numbers. This is reflected 
in what the report describes as 'an 
exceptionally unfavourable age dis- 
tribution’. Of 363 members of the 
professional accountant class in post 
in January 1972, 257 were over 45 
years of age — including 74 aged over 
60; 79 in the age group 36-45; and 
only 27 under 35. 

To redress the situation, the report 
calls for 'the introduction of flexible 
recruitment arrangements, including 


direct recruitment at all levels for - 
some years at least; and the improve- | 


ment of career opportunities for ac- 
countants, including faster promotion 
for the best people within the ac- 
countancy service, interchange with 
outside employers and the possibility 
of movement to administrative posts'. 

Significant recommendations are 
also made affecting the district audit 


service and the 100 or so qualified 
members of The Institute of Munici- 


pal Treasurers and Accountants em- 
ployed therein. Notwithstanding the 
statutory independence and specialized 
activities of district auditors, ‘member- 
ship of the IM'TA is recognized as a 
suitable qualification for the profes- 
sional accountant class, and in our 
view it would not be right to divorce 
the district audit service from the main 
group of Civil Service accountants'. 
Sir Ronald and Sir Anthony see 'a 
need for perhaps 40 or 50 more 
professional accountants in tbe Civil 
Service during the next year or two, 


including a significant number at senior — 


level’. They also add, as a general 
observation, that not enough appears 
to be done to train senior Civil Ser- 
vants in financial management; such 
men, it is stated, ‘would benefit from 
greater financial expertise in dealing 
with many of the problems with 
which they are faced today’. 
Speaking at the concluding dinner 
of the ICMA’s summer school at St 
Catharine’s College, Cambridge, last 
September (The Accountant, Sep- 
tember 21st, 1972) Sir Ronald Melville 
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mised between the 
_ Department and the appropriate staff 
. associations. 


current basis’, 
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forecast that the report could mark 
'the introduction of a new deal both 


— for the Civil Service and for the ac- 


countancy profession'. Early consul- 
tations on the report have been pro- 
Civil Service 


US Standards Board's 


Newsletter 
Fo keep ‘the financial community, 


the accounting profession and other 
interested parties informed on a 
the US Financial 
Accounting Standards Board last week 
announced the first issue of its news- 
letter, Status Report. Dated June 18th, 
this first issue includes photographs 


and short professional biographies of 


the Board's seven members, under the 
chairmanship of Mr Marshall S. 


- Armstrong, C.P.A.; announcement of 
_ task forces to work on the subjects 


of reporting by diversified companies 
and translation of foreign currencies; 
and the seven topics currently on the 
Board's agenda for study and report. 

These seven items (also mentioned 
in The Accountant for June 21st) are 


- stated to be of ‘equal priority”, though 
they will require varying periods of 


time to complete. 
Status Report, to be published “at 


- least once a month, with extra issues 


as developments warrant', is available 
on annual subscription from FASB at 
High Ridge Park, Stamford, Con- 
necticut 06905, price $15. This annual 
subscription also includes 'automatic 
mailing of discussion memoranda, 
notices of public hearings and expo- 
sure drafts'. Copies of the FASB rules 


of procedure, and bye-laws of the 


Financial Accounting Foundation 
created to organize and fund the 
Standards Board, are available free 
of charge on request. 


ECGD Investment 
Insurance 


pu first annual report on the 
Export Credits Guarantee Depart- 
ment's investment insurance scheme 
was published recently. Introduced in 
July last year to protect new UK 
investment overseas from the political 
risks of expropriation, war damage and 
restrictions on remittances, the scheme 
attracted just over 100 applicants up 
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to March 31st for protection of in- 
vestments worth almost £36 million. 

All applications received concerned 
investment in the developing countries. 
Twenty-one cases reached the stage 
where ECGD was able either to make 
a formal offer of cover or to approve 
cover in principle. 

A new office of the ECGD has been 
opened in Glasgow. Following amal- 
gamation of the Glasgow and Edin- 
burgh offices, the new office will be 
responsible for 650 policyholders of 
comprehensive guarantees with a total 
export turnover of approximately £180 
million. 


New Chairman for 
Stock Exchange 


HE retirement from office of Sir 
Martin Wilkinson, first Chairman 
of the united Stock Exchange and 
previously chairman of the Stock 
Exchange, London, for eight years, 
was announced last week-end. He is 





Mr G. A. Loveday 


succeeded as chairman of the united 
Exchange by Mr G. A. Loveday, T.D., 
formerly Vice-Chairman. 

Educated at Winchester and at 
Magdalen College, Oxford, Mr 
Loveday served throughout the Second 
World War with the Royal Artillery. 
He became a member of the Stock 
Exchange, London, in 1949 and of its 
Council in 1961. He became a Deputy 
Chairman in 1971, and was named as 
chairman-designate of the united Ex- 
change in March 1973. 

Establishment of the united Ex- 
change, by amalgamation of the stock 
exchanges of Great Britain and Ireland, 
is a project which began with informal 
conversations in 1961, and has been 
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carried through largely under Sir 
Martin Wilkinson’s leadership. Among 
other major developments during his 
term of office have been the complete 
rebuilding of the exchange in London 
and occupation of the new trading 
floor; the admission of women to the 
trading floor; and the decision to allow 
member firms to adopt limited liability 
for outside capital. 


Stock Exchange Film 


j ILMING of the new trading floor 
of the Stock Exchange (The Ac- 
countant, June 14th) took place on 
June 18th and 19th. These sequences 
of the market in action were required 
to complete a new film about the 
Exchange to replace the present My 
Word is My Bond, made in 1958. 

The new film, it has been an- 
nounced, will be made available for 
showing in the Visitors’ Gallery cinema 
‘as soon as possible’. With this in mind 
and to minimize inconvenience to 
members, most of the filming took 
place before the move into the new 
market on June 11th. 


OECD Countries’ 
Problems 


p Tsa Council of the Organization 
for Economic Co-operation, now 
enlarged by the accession of New 
Zealand to 24 member countries, has 
recently been discussing a number of 
problems. 

During the past r2 months, in- 
flation has accelerated in almost all 
the OECD countries and, despite 
special measures in both France and 
the UK to check the rise in prices, 
consumer prices in Europe rose on 
average by 8 per cent. In the non- 
European countries the rise was re- 
stricted to 5-7 per cent, but in both 
groups of countries the pace of in- 
flation is close to previous peak rates 
reached in 1970-71. 

'The short-run causes of this adverse 
development have been several. In 
particular, food prices have contri- 
buted two-thirds of the European 
increase in the price level and, more 
recently, have been a major factor in 
the revival of the inflationary forces in 
the USA. As with food, albeit to a 
lesser extent, primary products other 
than food have been rising in price and 
thus influencing expectations. 

A development which is causing 
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some concern stems from the fact that, 
whereas in 1970—72 the inflation was 
marked by relative stagnation within 
the national economies — hence the 
term 'stagflation' — currently there are 
signs of excess demand in the fore- 
seeable future which will exacerbate 
the problem of inflation. In particular, 
the OECD is concerned with the fact 
that there has been an increasing 
measure of ‘internationalization’ of the 
inflationary forces. The result is that 
measures taken by individual govern- 
ments to counter the effects of the 
inflation within the domestic economy 
tend to be offset by the emergence of 
international forces. It is as well that 
the increasing interdependence of the 
national economies is nowadays fully 
recognized. 


Accountant MP to Retire 


Tc: accountants' group of MPs is 
to lose its longest-serving member 
at the end of the present Parliament — 
the Rt Hon. Ernest Marples, P.c., 
F.C.A. Now 65 years of age, Mr 
Marples recently announced that he 
would not seek re-election for a 
further term in Parliament. 

Mr Marples, who became a member 
of the former Society of Incorporated 
Accountants and Auditors in 1930, 
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has represented Wallasey as a Con- 
servative since 1945; at the 1970 
general election, he had a majority of 
3,111. He held the offices of Post- 
master-General in 1957-59 and Min- 
ister of Transport from 1959 to 1964. 
Another sitting member who will 
not be seeking re-election is the Rt 
Hon. Douglas Houghton (Sowerby, 
Lab.) a former Secretary of the 
Inland Revenue Staff Federation. 


International Audit 
Requirements 


Bo of comparative studies of 
statutory audit requirements in 
different countries is now being under- 
taken by the Overseas Relations Com- 
mittee of The Institute of Chartered 
Accountants in England and Wales, 
through its liaison with other European 
accountancy bodies. The aim is not 
to provide an authoritative statement 
or interpretation of the law or practice 
in each of the countries concerned, but 
rather to indicate the more important 
provisions in each country and to 
identify the laws and other regulations 
which should be consulted. 

The first study in this new series, 
Statutory Audit Requirements in France, 
has now been published by Chartered 
Accountants’ Trust for Educational 





President meets Premier. — Following the change of Government in the 
Republic of Ireland earlier this year, representatives of The Institute of Chartered 
Accountants in Ireland recently met Mr Liam Cosgrave, the Prime Minister of 
the new administration. The purpose of the meeting was officially stated as to 
establish liaison and for a general discussion of matters of common interest, 


including taxation and company law. 


Pictured here with Mr Cosgrave (centre) are Mr C. F. Smith, F.C.A. (right) 
and Mr E. W. McDowell, F.C.A., the President and Vice-President of the Irish 


Institute. 
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Research, and is available from Char- 
tered Accountants’ Hall, price £2:50 
(post free by surface mail). 


New Lonrho Inspector 


HE second inspector appointed, 
jointly with Mr Allan Heyman, 
Q.C., to examine the affairs of Lonrho 
under section 165 


(b of the Com- 


will be Sir William 
Slimmings, C.B.E., 
C.A., a Past- 


Institute of Char- 
tered Accountants 
of Scotland and a 
partner in Thomson McLintock & Co. 

Sir William's appointment, an- 
nounced by the DTI last week, 
follows the resignation of Mr Dennis 
Garrett, F.C.A., whose appointment 
was mentioned in The Accountant 
for May 31st. Mr Garrett withdrew 
voluntarily, having regard to his 
firm's previous involvement as auditors 
of certain Lonrho subsidiaries. 





On-line Terminal 
Facilities 


AYNARDS Station, on a disused 
branch line between Horsham and 
Guildford, recently changed hands for 
a reported £20,000. The buyer has 
been named as Mr F. A. J. Couldery, 
F.C.A., F.C.C.A., a self-confessed railway 
enthusiast who intends to convert the 
buildings for use as a private house. 
An established practitioner and 
author, Mr Couldery is already known 
as a man of varied interests and some- 
times unconventional views. During 
the English Institute's ‘free magazine’ 
controversy of 1968 — in which he 
played a leading part — he appeared at 
one meeting wearing a life-jacket, after 
another member had threatened to 
throw him into the sea. 


Company Defaulters 


LLEGATIONS of long-standing 

default by companies in filing 
accounts and annual returns continue 
to be made in Parliament. A recent 
question to the Secretary of State 
for Trade and Industry from Mr Eric 
Deakins (Walthamstow West, Lab.) 


asked how many companies had not 
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filed accounts for years since 1967; and 
how many prosecutions had been 
brought against defaulting companies 
over the past three years. 

Replying, Sir Geoffrey Howe, Q.C., 
Minister for Trade and Consumer 


= Affairs, said that the first part of the 


question could not be answered with- 


E. out disproportionate cost until the 
records had been computerized. Prose- 


cutions for default in filing accounts 
and annual returns have shown an 
increase from 284 in 1970 to 517 in 
I971 and 731 in 1972. 


Stricter implementation of the law 


in this regard has in fact been fore- 
-= shadowed by Government ministers on 


several occasions. Speaking at last 
December's conference on “The British 
company in Europe’ (The Accountant, 


hr December 7th and 14th, 1972), Sir 
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Geoffrey Howe said that company 
defaulters needed to be convinced 
that they were committing something 
more than a technical offence; the 
disclosure of information on public 
files was an essential feature of the 
British system of company law, and 
he hoped that the courts would regard 
default in filing returns as a substantial 
offence. 


Questions in Parliament 
prom revaluation of proper- 


ties for tax purposes has been 
suggested by Mr Frank Allaun (Sal- 
ford East, Lab.), to defeat the alleged 
avoldance of capital gains tax and 
income tax by property owners who 
do not sell their properties but retain 
them in their accounts at purchase 
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price in spite of the escalation of 
market value. 

Among other questions for answer 
by the Chancellor of the Exchequer, 
Mr Tom King (Bridgwater, Con.), is 
asking when the Chancellor will be 
able to introduce legislation on the tax 
credit system. Mr ‘Timothy Raison 
(Aylesbury, Con.) wants him to 
reintroduce tax reserve certificates. 

Mr Peter Archer (Rowley Regis and 
Tipton, Lab.), asks the Chancellor to 
take steps to make known to employers 
and employees the income tax posi- 
tion of payments under the Redun- 
dancy Payments Act; while Mr John 
Fraser (Norwood, Lab.), wants the 
Chancellor to increase the tax-free con- 
cession for luncheon vouchers beyond 
ISp per day, in view of the increased 
cost of restaurant meals and food. 
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— THIS IS MY LIFE 


Housing Harry 


by An Industrious Accountant 





URNOVER in China and Glass had fallen off sadly, 

much to my regret, because it's my favourite shopping 
department; the Doulton or Hummel figurines, the 
Wedgwood pottery or Waterford cut-glass make such ideal 
presents. Our managing director spoke to the buyer, who 
promptly resigned for health reasons, whereupon the MD 
produced a first-class replacement. 

His name was Harry. He was young and keen and im- 
mensely knowledgeable; he'd had a terrific record in his 
last post in London. Trouble was, said the MD worriedly, 
he couldn't afford a house at today's prices; we'd have to 
do something for him. 

The deputy-chairman rather hummed and hawed at the 
idea. Rent a flat for the chap for six months, fair enough, 
he argued ; but we'd had hellish trouble in the past about 
company housing. 'l'here was the chap who stole the elec- 
tric fittings, the chap who ran the fish-and-chip shop, and 
that nut who barricaded himself in and sat on the roof, for 
a start. No; for his part, no houses. 

Actually the old tenancy troubles derived from verbal 
understandings which became misunderstandings and from 
ambiguously phrased letters whose writers had since left 
us. Still, landlord and tenant legislation can be appallingly 
complex, so care was needed. 

The MD did some lip pursing and insisted we needed 
Harry sooner rather than later. We must give him a roof 
over his head; he'd probably be satisfied with a cheap 
semi-detached to start. The deputy-c. raised his eyebrows 
and said : 'Council-house class, eh?' with a hint of coals in 
the bath. Prinny said we'd pay a fortune for even the littlest 
bungalow, and a shade of umbrage reared its ugly head. 


I bridged the gap by saying that escalating house values 
gave us the chance of a good profit on realization, and 
rr-month leases provided control over termination 
dates. The other two argued about rent allowances, and 
attracting high-level staff by making housing available 
versus the headaches of evacuating them again, and we got 
nowhere fast. 

Then Prinny intervened with a stern warning against 
setting dangerous precedents. What about present staff; 
suppose they demanded cheap-interest loans for house 
purchase? Why treat a newcomer better? Where would it 
stop? Jaws dropped all round; fingers table tapped. Sup- 
pose we had a walk-out, hissed Prinny, like a witch 
menacing three Macbeths, and we all trembled. 

The deputy-c. solved the problem. ‘Chap I know could 
be persuaded to sell his place, at a price, perhaps', he 
murmured meaningfully ; 'bank manager could fix a special 
loan on the security . . . title deeds, deposit and whatever, 
nothing official on the record, naturally!’ ‘Naturally’, agreed 
the MD, and all the worried countenances smoothed 
themselves out into smiles. 
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Accounting for Inflation 


Views of the Society of Investment Analysts on ED8 


The Society of Investment Analysts 


recognises the importance of the question 


of adjusting accounts for inflation. A new accounting concept is involved, the 


principle of which is accepte 


E, as a society, tend to assume 
that company accounts are pro- 
duced primarily for the benefit of the 
equity shareholders, and we are there- 
fore particularly concerned about the 
implications of the ASSC's proposals. 
We believe that we probably represent 
users of accounts more widely than 
any other body, both directly through 
institutional investment and indirectly 
through our many members who 
advise shareholders. 
In our view there are three major 
questions to be considered: 


(a) Is it accepted in principle that the 
effects of inflation should be shown 
in the presentation of company 
accounts? 

(b) Should a solution involve the aban- 
donment of historical cost account- 
ing and its substitution by another 
method; or should the information 
showing the effects of inflation be 
given in a supplementary form? 

(c) If it is accepted that the effects of 
inflation should be shown in com- 

- pany accounts, what is the best 
method to be used? 


Our answer to the first question is 
quite clear. We very much welcome 
acceptance of the argument that com- 
pany accounts based on historical 
cost accounting have become distorted 
by inflation, and this has indeed been 
the subject of several articles written 
by various of our members in the past. 


Effects ignored 

Companies have generally ignored 
inflation in presenting their accounts, 
with only a limited number making 
adjustments or adding supplements to 
show in different ways the effects of 


The substance of the Society of Investment 


- Analysts’ representations to the Accounting 


Standards Steering Committee on EDS, 
‘Accounting for Changes in the Purchasing 
Power of Money' the full text of which was 
published in The Accountant of January 18th. 


inflation. Thus Guest Keen and 
Pilkingtons are two well-known com- 
panies who make additions to the de- 
preciation charge. Philips re-value 
both plant and stocks each year and 
use replacement values for calculating 
depreciation. They have taken the 


process a stage further by substituting - 


these figures for the historical cost 
figures. 

We have welcomed the attempts of 
these companies to inform their share- 
holders that, in the view of the direc- 
tors, the reported profits are an 
inadequate comment on the real experi- 
ence of the company, and we therefore 
support any proposals which will guide 
companies into reporting to share- 
holders in this way. We would, how- 
ever, point out that investors have 
already, to some extent, discounted the 
effects of inflation on companies by 
ratings given to shares in different 
industries. Thus there are very high 
multiples for property shares and low 
multiples for engineering shares. 


Supplementary figures 


The second question is whether any 
proposal for adjusting accounts for 
inflation should be intended to replace 
the concept of historical cost account- 
ing or to supplement it. We strongly 
feel that there should be no substitu- 
tion and that the information regarding 
inflation should only be supplementary. 
We believe that this is a fairly widely 
accepted view at the present time. 
The third and most difficult ques- 
tion leads us to ask what it is that 
people want from company accounts, 
and to whom are they addressed. As 
already stated, we regard company 
accounts from the point of view of the 
shareholder to whom the activities of 
the year are reported. The declared 
aims of our society include the 
achievement of greater disclosure of 


d, but there is debate about the methods which 


should be used. 


information in company accounts, and 
greater comparability between different 


companies. We naturally, therefore, | 


seek as much factual information as a 
company is prepared to make available 
and, where relevant, we like to know 
the basis used for calculations. 

What therefore concerns us par- 
ticularly about your proposals for 


current purchasing power accounting — 


is that we believe the information 
provided is to a great extent theoretical. 
We do not in any way dispute the 
logic of your proposal, but we do 
question its relevance. We are par- 
ticularly concerned about the inter- 
pretation of the series of ratios pro- 
vided in your specimen profit and loss 
account, giving figures for earnings 


per share, dividend cover, return on - 


equity assets, and net asset value, all 
adjusted for CPP. These are all ex- 
tremely important indicators which 
are particularly relevant to invest- 
ment analysis and the level of share 
prices, and we regard the disclosure 
of precise adjusted figures in the 
accounts as misleading, since they 
give factual credence to figures which 
are theoretical. 


Profit adjustments 


If profit figures are to be adjusted 
for inflation, we would prefer to know 
more scientifically what part of the 
conventionally-calculated profits are 
not prudently available for distribu- 
tion without eating into the fabric of 
the company. For these reasons we 
do not think it right that a general 
index should be used for all companies 
universally, and we would prefer the 
use of specific indices, subjective 
though they may be, of the kind used 
by the proponents of replacement cost 
accounting. 

We do not believe that it really 
solves any problem to adjust the profit 
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and loss account for theoretical credits 
and debits arising from the balance of 
a company's short-term and long- 
term assets and liabilities. In our view, 
these are theoretical capital gains or 
losses, arising from a company's capital 


-. Structure, and as such, are undistri- 
— — butable and not relevant to earnings 
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per share. The market already allows 
for the impact of gearing when valuing 


= shares. 


- The confusion of a ten-year record 
having to be adjusted in its entirety 
every year is a complication which we 


Ñ E believe will persuade people to dis- 


regard any long-term emergence of 
CPP figures. We would also point out 
that the index which forms the basis 


- of CPP calculations is subject to a 


significant margin of error and is 
corrected retrospectively. 
We accept that CPP accounting is 
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conceptually logical, but question 
whether it gives users of company 
accounts an answer that has any par- 
ticular relevance. We would prefer 
the use of replacement cost accounting 
as used by Philips, but perhaps with 
the difference that its application would 
supplement rather than replace his- 
torical cost accounting. 

If the specific indices or replace- 
ment cost accounting are applied to 
revalue fixed assets and working capital, 
information is provided which might 
possibly approach the truth, and we 
believe it takes us closer to reality in 
showing the real effects of inflation. 
It is a discipline which forces a com- 
pany to maintain the value of its assets 
and therefore its current earning 
power; and it is with the ability of a 
company to generate real profits that 
we as analysts are concerned. The 


Municipal Treasurers Apprehensive about 1974 


VER 1,500 public authority 

treasurers and chairmen of finance 
committees attended last week's annual 
conference of The Institute of Municipal 
Treasurers and Accountants at Bourne- 
mouth. In addition to the three plenary 
sessions — a review of 1972 including the 
Presidential address, a paper on financial 
problems of the 1974 reorganization by 
Mr J. B. Woodham,  B.Ssc.(ECON.), 
F.I.M.T.A., of Teesside, and ‘Financing 
Local Government in 1974’, by Mr 
K. J. Bridge, M.A., F.I.M.T.A., City 
Treasurer of Manchester — delegates 
were given a choice between the alterna- 
tive topics of housing, health and social 
services and transportation on Wednes- 


- day afternoon. On Thursday morning 


the bill of fare offered a study of the 
finances of the new county councils, 
the non-metropolitan district councils, or 
the new-metropolitan district councils 
as alternatives. 

'The conference social programme was 
no less comprehensive, and included 
the President's reception on "Tuesday, 
June 19th, and the conference dinner 
and dance on Wednesday, June 2oth. 

Following the official opening and wel- 
come on Wednesday morning by the 
Mayor of Bournemouth, Councillor Major 
B. J. Dillon, the President, Mr W. 
Bowdell, C.B.E., B.SC.(ECON.), F.LM.T.A., 
referred to the conference theme of 





Mr W. S. Bowdell, C.B.E., 


B.Sc. (Econ.), 
F.I.M.T.A., delivering his Presidential address. 


“local government reorganization' and 
congratulated the newly-elected mem- 
bers of the new authorities. The old 
authorities, he said, were now on the last 
lap to the finishing tape, and the brave 
new world of the new authorities lay 
ahead. 

He confessed to many misgivings and 
found it difficult to accept that the new 
administrative structures would stand the 
test of time. No account seemed to have 
been taken of differences in sizes of 
districts in relation to structure, and he 
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provision of a sources and uses of 
funds table, estimates of future capital 
spending, and the use of replacement 
cost accounting would, we believe, 
give a more practical way of evaluating 
the effects of inflation. CPP accounting 
provides neither the same discipline 
nor the information. 

Replacement cost accounting has 
been favoured on the Continent for 
some time but, despite our entry into 
the EEC, we seem to be going in a 
different direction. We feel that the 
case for replacement cost accounting 
has been too lightly dismissed, and a 
system produced which may admit- 
tedly be less complicated to calculate, 
but which we fear has the characteris- 
tics of a routine which companies will 
go through the motions of applying, 
but which will not really influence 
either management or shareholders. 


- Local Government Reorganization 


wondered why, at this late stage, agency 
arrangements should be under discussion. 

He felt that functions should match 
the financial ability to provide the service. 
Additionally, concurrent powers existed 


between metropolitan districts and 
counties, leading to potential areas of 
difficulty. 


The President outlined the three aims 
of reorganization as (a) vigour of demo- 
cracy; (b) efficiency; and (c) flexibility. 
The local government service generally 
would carry reorganization through as 
efficiently as possible. 

Newspaper comment had anticipated a 
danger of new and inexperienced mem- 
bers accepting ideas from the old council 
members via local joint committees. 
Experience, said the President, was a 
necessity and new local government 
would need the help of past members and 
officers. The possible exodus of senior 
officers should be a cause for great 
concern; from his personal experience of 
the Greater London reorganization, all 
accumulated experience would be needed 
over the next few years. 

'Reorganization will not produce an 
overnight creation”, he continued. “If the 
recent elections are taken as a guide, the 
general public is unaware of the scope of 
reorganization. There is a lot of education 
to be done; “business as usual” should 
be the aim for April 1st, 1974.” 
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Public accountability 


He warned that over-emphasis on man- 
agement structures would be dangerous 
and stressed that public stewardship by 
the treasurer, or whatever title the 
‘proper’ officer carried, still would apply. 
That officer would still be responsible 
under section 151 of the Local Govern- 
ment Act 1972, as at present. 

Apart from reorganization the Presi- 
dent referred to the recent financial 
scene — inflation, rating revaluation, 
monitoring of rate poundages, special 
domestic rate relief where revaluation 
had increased the rate bill, and the 
revision of housing finance including fair 
rents. He felt that the necessity for 
regular revaluations had been proved; 
the special rate relief hurriedly con- 
ceived was minimal and had led to cash 
flow problems in many authorities. 
Domestic rate relief was an indiscriminate 
measure, giving relief to rich and poor 
alike at the expense of other classes of 
ratepayer, and he thought that rate 
monitoring, although with us for two 
more years ‘never was a starter”, Com- 
pliance by eight per cent of authorities, 
with reduced expenditures of £8 million, 
was regarded by Government as a suc- 
cess. 

Rate levies, being a local tax, should 
be judged locally. Much damage had 
been done to the reputation of local 
authorities by the misleading attitude of 
government. 

As far as 1974 finances were con- 
cerned, it would be the same mixture 
as before — perhaps stirred up a little, but 
containing the same ingredients. Oppor- 
tunity presented by reorganization had 
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been lost, in Mr Bowdell’s view; he 
felt that large-scale research and in- 
vestigation into grants and additional 
sources of revenue was necessary. 

Later in the Conference, Mr Bowdell 
made a plea to Government to postpone 
all new local government legislation 
whilst the new authorities got the 
wheels turning. 


Housing 

The paper on “Housing”, by Mr W. S. 
Page, F.I.M.T.A., City "Treasurer, Bir- 
mingham, attracted a particularly large 
audience. Mr Page classified three types 
of authority: 


(1) Housing problems already solved. 

(2) No problem apart from the need to 
improve older property. 

(3) Where a housing problem exists, 
and renewal and improvements are 
also necessary. 


It is the last group which produces 
real financial problems, because social 
problems accompany bad housing. Such 
authorities, therefore, have both a 
physical problem and a financial one. 

He disputed the Government view that 
the financial problem had been settled by 
the Housing Finance Act 1972. All that 
had been done, he said, was to settle the 
tenants’ contribution, but not the division 
of charge between ratepayer and tax- 
payer. The new White Paper ‘Better 
Homes the Next Priority’ would prove 
an expensive policy. 

Amongst several contributors to the dis- 
cussion, Mr Hodges of Ilkley, Yorkshire, 
complained of the apparent divergence 
of opinion of the Yorkshire area Rent 
Scrutiny Board from the provisions of 





At the President's reception ; Mr and Mrs Bowdell (/eft) welcoming the Mayor of 
Bournemouth, Councillor Major B. J. Dillon, and the Mayoress. 





Presentation of the Sir Harry Page Merit 
Award by Mr Bowdell to Mr Philip Sellers, 
A.!.M.T.A., chairman of the Institute's audit 
executive, in recognition of 'a needed and 
valuable stimulant to activities in internal 
audit in the profession generally'. 


the Government circular 'Advice on 
Fair Rent Assessment' and the dictatorial 
attitude adopted by the Board against the 
local authorities. Another Yorkshire re- 
presentative reported identical treatment 
from the same board. 

Summing up, Mr Page stated that 
Rent Scrutiny Boards were now the 
decision-makers concerning fair rents, 
and this limited the local authority's 
freedom to decide the level of con- 
tribution from the rate fund. 


Social Services panel 


Other delegates attended the alternative 
sessions dealing with Health and Social 
Services addressed by a panel of four 
speakers: Messrs J. S. Blackburn, B.A. 
(Admin.), F.1.M.T.A., R. Brinley Cull, 
F.I.M.T.A., W. R. Mathews, M.B.E., F.C.A., 
and T. A. J. Tagg, F.1.M.T.A. Conclusions 
in areas of disquiet were summarized as 
follows: 


(a) Control will no longer be exercised 
locally; 

(b) Representation would be bureaucratic 
rather than democratic; and 

(c) A general loss of forward planning 


information for other services would 
result. 


On the subject of "Transportation', 
Mr G. D. Neely, M.A., F.C.A., Director of 
Finance, National Bus Company, raised 
several substantial issues: 


(a) How did the new local authorities 
propose to improve mobility? 


(b) How were they going to do this and 
at the same time improve the 
environment? 
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(c) How were they going to establish the 
most cost effective way of combining 
improvement in mobility with im- 
provement to the environment? 

(d)How many buses should manu- 
facturers now be preparing to 
manufacture for delivery in 1980? 


(e) Where was all the money going to 
come from, and how much would be 
needed? 


Whilst members' wives visited Longleat 
on Thursday, delegates wrestled with 
the differing aspects of local government 
finance in the years 1974-80 as they 
would affect differing types of council. 

Mr G.. Chambers, F.I.M.T.A., City 
‘Treasurer, Gloucester, expressed reserva- 
tions ‘like anyone else”, but thought that 
the profession ought to look ahead. 
Management structures were important 
but he reminded delegates that public 
accountability was very much to the fore- 
front at the present time. Districts 
should believe that they were strong and 
act accordingly. He based this on the 
Government's declared wish to strengthen 
local government units by reorganization 
and their relationship to the assessed 
needs of the areas they would serve. 


Value for money 


Amongst other speakers Mr E. P. 
Bebb, F.1.M.T.A., Borough Treasurer of 
Brighton, said that he was tired of 


exhortations from central government to 
obtain value for money and greater 
efficiency. Good value was already being 
obtained. Concerning the Bains Report, 
he warned delegates against being too 
busy managing, and overlooking their 
stewardship obligations to the ratepayer. 
He did not think the sub-committee role 
for finance was appropriate; it was not a 
subsidiary item. 

Also on Thursday Mr 


afternoon 





The City Treasurer of Manchester, Mr K. J. 
Bridge, M.A., F.I.M.T.A., speaking on local 
government finance in 1974. 
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Mr T. W. TRARNE F.LM.T.A., FSAA. D.P.A., 


Mr Bowdell (right). 


J. B. Woodham, B.SC.(ECON.), F.I.M.T.A., 
Borough Treasurer Teesside, brought 
the voice of recent experience to the 
subject of local government reorganiza- 
tion in 1974. Teesside had only been 
formed in 1968, and was to be dis- 
membered in 1974! 

He agreed with ‘gradualization’ where 
this was possible, but his present situation 
did not allow for it. Other parts of the 
country — the West Riding for instance — 
were similarly placed. 

He stressed that one ofhcer was res- 
ponsible for the making of good 
financial arrangements — not a committee. 
There must be a treasurer, and there 
could be no weakening of his position. 
Mr Woodham emphasized that a per- 
formance review should be built into 
the management system, instead of 
being imposed from elsewhere. 


Consultation paper 


In the final session, Mr Keith Bridge, 
M.A., F.I.M.T.A., City Treasurer of Man- 
hester: startled delegates by saying that 
the consultation paper on local govern- 
ment finance, sent to local authority 
associations on Wednesday, amended 
and conditioned his printed paper. Most 
of those present had not even heard of it, 
and Mr Bridge had obviously been 
doing his homework. It was rumoured 
that a missile had been thrown through 
the glass porch of the Royal Bath Hotel 
in the early hours of the morning! 

Mr Bridge thought that his 1974 
budget would be the most complicated 
ever undertaken. It would not be an 
amalgamation of constituent authorities” 
services, but a coherent whole over the 
services of the new authorities. 

A number of uncertainties still pre- 
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is invested as President in succession to 


vailed, he said. Salaries for chief officers 
had just been announced, and because of 
a shortage of Parliamentary time, retire- 
ment provisions were still in draft form. 
This was ‘just not good enough’; the 
people concerned were important, and 
an important ingredient of the rate- 
levving procedure remained uncertain. 

Many new boundaries were still un- 
satisfactory but all involved in local 
government should make sure that the 
system worked for the community at 
large. 

Expenditure in the short term must 
increase because of reorganization. In 
the long-term there would be rationaliza- 
tion. Services must be continued and 
cost would be secondary; administrative 
centres would be in the wrong places, and 
there will be a tendency to level up to the 
standard of the highest in a group. 

He also pointed out that expansion of 
services will continue in the fields of 
education, social services and housing. 
Mr Bridge quoted from the statement 
made by the Chief Secretary to the 
Treasury on February 7th, 1973: 'No 
one can be more conscious than those 
who hold my office of the perennial 
schizophrenia of those who always want 
more spending in particular, but more 
economy in general”. 


Institute officers 


T. W. Sowerby, F.I.M.T.A., F.S.A.A., D.P.A., 
Borough Treasurer, Bromley, was in- 
stalled as President for 1973-74. 

The outgoing President paid tribute 
to Mr M. Sharepost, F.I.M.T.A., D.P.A., 
who (as announced in The Accountant for 
June 7th) is leaving the post of Secretary 
of the Institute to succeed Mr W. L. 
Abernethy as Comptroller of the GLC. 
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18,000 limbless Ex-Service men depend on the British . 


Limbless Ex-Service Men's Association. . . m 
. BLESMA is not aided by the State. But we urgently need 
" money to help these- veterans conquer their handicap. 


And to equip and maintain homes in which they convalesce -` 


and are given care and comfort in their old-age. 
This is where you can help. À word from you to your 


. client might give hope and encouragement to those who. - 


gave so much for their country. A legacy would meán a 
' lot to them. : 


- ! be 


Donations and information: 

Major the Earl of Ancaster, K.C.V.O., T.D., Midland 
pal Limited, 60 West Smithfield, London EC1A 

i DX. z ; e . os : 

|. ` © BRITISH, LIMBLESS — 
EX-SERVICE MEN’S ASSOCIATION 


| LEWIS, COATES & LUCAS LTD 


-LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles | 
supplied by return of post ' 


e 

e Company Seals and Books -. 
9 . | Notepaper, Bills, etc., printed 
9 Rubber Stamps Ae 
o All office requisites’ . ' 


` 


inclusive 





38/40 FEATHERSTONE STREET: :. 
LONDON EC1 | pa 


` 01-253 2977/8/9 and Telex 262687 - . 
01-251 0344 (7 lines) "ME 
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also obtainable from The National Computing Centre Ltd., 
Quay House, Quay Street, Manchester 3. e 
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The 2 volumes of the 96 leading 
i papers in the computing field, |, — ' 
, A which were presented at Datafair 73, 









or £6:75 per volume including. ` 
"UKpép. ° | 


Volume |© Business Papers 


fee Volume ll Scientific and 
cote Research 
pl ape | | 
E 


Please forward remittance.with orderto: : 
The Publications Department 
The British Computer Society 
29 Portland Place ne s 
“London WIN 4AP : Pte: 





. For nearly 100 years we, 
“have published. books for . 
‘the accountancy. profession, 
especially textbooks for 
students. a | 
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7 + THE LARGEST SELECTION OF ` 
- ACCOUNTANCY AND . 
MANAGEMENT 
PUBLICATIONS 


' Distributors for publications of ' 
THE INSTITUTE OF COST AND MANAGEMENT 'ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED — 
I51 STRAND, LONDON WCR IJJ 


are now available at £13.50 perset ^: 
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PLANNED READING d PERSONAL. GUIDANCE 
are offered in 


>| GEE'S SUPERVISORY MANAGEMENT STUDIES 
| | lia C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C./.S., A M.B.LM. | 


SUPER VISORY MANAGEMENT STUDIES has been extended not only »» the publication 
| of No. 3, The Supervision of Production, but a/so by the provision of the dt guidance i 
a E service for individuals and” companies mentioned NONE 


7he books so far available are: 


INDUSTRIAL RELATIONS AND | COMMUNICATIONS 
by William: Walsh, A. C.l. S. ' 





Price £1-75 net 





£1-89 post/ The need. to communicate is universal and millions of workers and manacement are involved in industrial 
- packing € VAT re.ations. Mr Walsh's contribution is first a practical account of industrial relations today, seen through the 
^ (2p) U.K. eyes of middle management and supervision. Secondly, it surveys the problems of communication in àn 


~+. £2:03 overseas informal way. 


-- BUSINESS, FINANCE AND COSTS 
by C. $.  Deverell. M.A., B.Sc (Econ.), B.Com., CLS. A.M.B.LM. 


| Ss Price £2 ner Tre business side of industry involves decision-making and choice of economic activity. What is to be the 
; nni apr JAT size of the firm and its scale of operation ? Where does a tirm get its capital for growth ? What can its account- 

o] .QpUK | ing system tell us of its health? How can a grasp of management control techniques help supervisory staff ? 

WD ` . £2-28 overseas How can we become more market-orientated ? What is required in successful- marketing other-than sales- 
z manship ? 


The answers to such questions widen the understanding of the manager, whatever his personal responsi- 
bilities in business and: ‘industry. The author has cove-ed them Seoane in his account of the business 
aid to management, 


aoe E ^ by R. H. Hoggett C.Eng., M.I.Prod.E., ALWS.P., AM.B.LM. 
cs fo Price £225 net T he author covers the types of production, its planning and control, design, work sudy: stock control, 
ca a cantare JAT plant maintenance, quality control: and plant pas and gives an introduction to network analysis and. 
(2p) UK operations research. 
es .£2-65 overseas His book is a practical and readable introduction to the fundamentals of the management. of manufacturing 
iR. : o. E oe . activities which will be easily understood by non-specialists'as well as those directly engaged in that field. 


A UNIQUE FEATURE OF GEE'S SUPERVISORY MANAGEMENT STUDIES IS THE 
ode o PERSONAL ‘SERVICE. OF GUIDANCE ON MIDDLE MANAGEMENT AND SUPER- 
tat - .. .-VISORY TRAINING AND DEVELOPMENT NOW OFFERED FOR THE FIRST TIME 

' UNDER THE DIRECT CONTROL OF THE GENERAL EDITOR .OF THE SERIES, MR. 
C. S. DEVERELL, TO WHOM INQUIRIES AS TO TRAINING OR STUDY NEEDS SHOULD. 
BE ADDRESSED. BY COMPANY MANAGEMENTS OR: cd E AT? > > 


GEE & CO (Publishers) LTD -~ 
I51 STRAND, LONDON WC2R J 
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Indemnity 


. Policy? 


/ 


- 


1 


by H. MAYOR, Solicitor 


Accountants' indemnity policies are complex 
documents. Are they always understood — or even 
understandable ? Who, or what, are your 
predecessors in business, your former partners’ 
business or your partners' previous business? . 
Other areas of difficulty may include claims for 
money had and received, individual appointments 
clauses ánd the extent — and limitations — of cover 
against acts of dishonesty. 


HERE are, or used to be, forms of professional in- 
demnity policy under which the cover was stated to be 
in respect of loss “arising from any claim or claims which 


_ may be made upon them (the assured), by reason of any 


neglect, omission or error committed in the conduct of the 
.assured's business in the professional capacity as stated in 
the schedule by the assured or by any person now or who 


` may hereafter be in the employment of the assured pro- 
. vided that the act of neglect, error or omission shall bave 


been committed during the aforementioned period' (the 


period covered by the policy, normally one year). Does the - 


language sound familiar? 


If the hypothetical reader will refer to his own policy,, 


the chances are 50 to 1 that he will find that his cover rests 


' on a different basis; that the assured are indemnified 


against any claim or claims which may be made against 
them or any of them during the period specified in the 
schedule for breach of professional duty as accountants 
by reason of any actual or alleged negligent act, error, or 
omission, whenever committed or alleged to have been 
committed of (a) the assured; or (5) the predecessors in 
business of the said firm; or (c) any person at any time 


. employed by the assured or $uch predecessors in-business, 
in the conduct, by or on behalf of the said firm or such’ 


predecessors, of any business conducted in their. profes- 
sional capacity as accountants. The first-cited formula 


covered claims arising from errors committed during the 


currency of the policy (although it then went. on rather to 
spoil the effect by excluding errors not discovered while 
the insurers remained on risk); the form of policy now 
usual covers claims made during its. currency. 
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It might seem more fitting to make qualification for the - 
protection conferred by the policy depend on the date when 
the error was made and a cause of action arose, rather 
than the particular moment, at which the injured party 
prefers a claim. The first is no doubt inconvenient from the 
insurers’ standpoint but it might prove rewarding if the : 
mérits of the two systems were one day to be publicly 
ventilated, without paying uñdue attention to under- 
writers? needs. The issue was in fact touched on by the ' 
Insurance Correspondent in The Accountant for February 
8th, 1964, when it was suggested that the system of insuring 


- errors occurring ‘might seem to be the fairest arrangement". 


Changes in partnership n 

If a partnership of A, B and C is insured against errors’ 
committed during the period of the policy, then any error 
producing a claim which falls to be dealt with under the 
policy must be an error committed by A, B and C. But if. 
A, B and C are insured against claims made during the 
period of the policy arising from errors committed at any 


^ time, then it may be that some of those errors will have been 


committed by the former partnership A, B, C, D and E.. 
To ensure that A, B and C are protected in respect of 
claims made against them arising from the errors of 
A, B, C, D and E, it becomés necessary or desirable to 
specify that claims against the assured- (A, B and C) by. 
reason of the errors of their predecessors (A, B, C, D and E), 
as well as their own, are covered. ‘That is what the refer- 
ence to the negligence of predecessors amounts to. | 
Where a practice continues after the loss of one or some 
of its members, then that practice as originally constituted 
is the ‘predecessors in business’ of the continuing practice; 
it may be doubted whether ‘predecessors’ can ever mean’ 
anything else. An unfortunate consequence of this system - 
was that for many years the vast majority of assureds and ' 
their insurance brokers failed to realize the necessity for 
continuing cover in respect of past practices. For example, 
a sole practitioner might die or retire, and after his policy- 
had been allowed to lapse (or even been cancelled by 
agreement) a claim would materialize. Similarly in the 
above illustration, D and E would not be protected under 
the policy held by A, B and C — much to their half-under- 
standable surprise. | 2 
Again, even if 'prédecessors' on its true construction 
meant no more than what it 1s above stated to mean, 
nobody could be quite sure what.it did mean. If ‘A and B 
amalgamated their separate practices and thereafter a claim 
was made against A in respect of his pre-amalgamation 
negligence, was A a ‘predecessor’ of A, B and Co and as such 
entitled to be indemnified in respect of such claim under 
A, B and Co's policy? Suppose that A later left the practice. 
to join another firm and B obtained employment with a 
commercial organization for a year but then reverted to 
private practice ; could the policies effected by A's new firm 
or B's new practice be:invoked in respect of acts of neglig-- 
ence by A, B and Co? It seems unlikely but who could say? 
As a result of the lessons of experience, ‘past liability’ 


“and ‘run-off’ policies multiplied. Then, in about 1964, 


‘outgoing partners’ and ‘incoming partners’ clauses were 

introduced. Current nomenclature is ‘former partners’ 

business’ and 'partners! previous business’ respectively. 
The ‘outgoing: partners’ clause simply states that the 
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E. -assured shall include or-be dani to elude named T fore 
-mer partners in the firm (including, no doubt, former . 
. deceased partners). In’ one stáridard form’ of indemnity 
"eligit: is tucked away in the. introductory : recital. This 


now. given gratis: On the other hand, if an outgoing partner 


. another firin,. he can arrange, for an additional premium, - 
EXE be covered for his past-misdeeds under his: new firm's 

+ Policy. Thesé ‘clauses may be seen as imperfect devices for. , 
.,Sürmounting some of the difficulties inherent in the system 


ofi insuring a made during the ae of: the pony 
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` Dishonesty. Glaisean: T A E 


` The Lloyd's. V form used to: contain a provision, that the. 
+ "policy did: not- cover- any claim ‘brought ‘about-or còn- 
“tributed to by the dishonest, fraudulent, criminal, -or 
“malicious act or omission of the firm or their predecessors 
in business or: any person at any. time employed by the 


^. accountants’. indemnity. policy made no. such. provision.. 
~ Obviously, claims brought about by a partner's dishonesty 
- would not be.covered; but no more would, claims brought . 
+ about by the dishonesty of employees, since ‘such claims’ : 
ld hardly be said to be claims; made by reason of a 

: d negligent act or omission. 


“venient to allege negligence’ although the assured had in 
' be expected to refuse to pay in that case and their refusal .- 
would: not be dependent on the presence or absence-of the | 
^ above-mentioned ‘dishonesty exclusion clause. 0 - 

* The trouble about stating what a policy does not cover 
is that it tends to’ create ari - impression that: what- is SO 
"stated: not to be covered would, but for that statement, be”. 

ES e covered. And indeed, when an assured sought cover for: 
` claims brought about by dishonesty; this would often be , 
~ given effect to by striking out the ‘exclusion’, clause. As a 

. matter of pure construction. of the language of the policy, . 
the effect of.such amendment must have been nil. The 

' correct procedure was tc endorse the policy to. the effect - 

that it would cover such claims: 
When the V form was revised in 1964, thia UE was 


€ 





perpetuated. : It was specifically. provided that, for ‘an’ 


. additional premium, the policy should have effect | as if the. 
. .words excluding claims.brought about by the dishonesty ` 
eee of employees were deleted. The.effect was: +. 


sE) to leave a: clause exc'uding claims "brought about by the 
^ assured's _owni dishonesty e if such claims could ever be 
- covered); i - 


¿O to fail to leave or make any ad of Statement as to > the 


- position. of claims brought about by employees” ‘dishonesty. . 


* - 


in 4 ‘policy: which covered only claims. for “negligence. 


"Obviously the intentión is clear, but the method whereby : 


it is sought to give effect to it-seems open to ‘objection. 
` | The final stage is reached when — as in the Law Society’ s 
4 ^" Tsolicitors” professional indemnity policy, the-English Insti- 


tute of Chartered Accountants’ indemnity policy and others ' 


' — there is an exclusion or declaration that the policy does.. 
not cover claims brought about by the assured's dishonesty ; 


- 


- 


Cover originally: called fcr: an additional. premium, but is. 


| 2 ‘should. be received i Into — or, presumably, should establish - ' 


firm. or their predecessors in business’. Other, forms: of ` 


Jt is true that a claimant- might eed find: it more con" 


«fact acted. of malice aforethought, but the insurers. could | 
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from md one is anabl theanit to. infer that cis" : 


brought about by the’ dishonesty of their. employees are 
.covered. It is submitted that there is nothing in the word- - 
ing of these policies to Warrant that inference. One would 
accórcingly arrive àt the ludicrous. position that solicitors - 


` X 
g a 
> $ .- 
: ais ít Aic dde fee E x PNE LUE ii 
TNT "e Tau AC poe yeh Coe wt e Tony : 
Put e IA S Ji } 28th; 1 73 
+ . r . how , ES 5 - x 
Ea Si AcL. (n June:28th;, 19 
E a 


and ‘accountants are not insured against claims "brought | 


about by the dishonesty of their employees, mS 
their insurers evidently accept that they are. - . 


The strange idea seems to have grown up that luris ' 


made by reason of negligence can soinetimes be. brought 
about or contributed to by the dishonesty ofan employee... 
An anncuncement by the Law Society Advisory Service 
in the Law Society's Gazette for February 1970 speaks ‘of - 
“claims made against the assured in negligence which‘ are 
-brought about or contributed to by,the dishonesty/of a 
‘member of their staff" and'goes on to say that the best 
 exàmple of this (i.e., such à claim). is the House of Lords : 
decision in Lloyd v. Grace Smith ÉS Co ([1912] A. Ci716). 
"As. it happens, the claim there was not in negligence s so, E 
this i is the best; what must the others be like? «^ ^: 


the Gazette for January 1971, heralding the new Law | 
Society solicitors’? indemnity policy, it is ‘stated. that this . 
' will extend to “fraud and “dishonesty when contributing to` 
negligenze’. Or, presumably, when causatory of negligence. 

"What nonsense it all is! Even if one were to accept as 
real a purely fanciful category: of claims by. reason of 
“negligence caused by dishonesty, assufeds would need cover 
against employees’ .dishonesty, whether | sucli- dishonesty - 
was causatory of or contributory, to-negligence or;not. The 


‘In a Zurther announcement from. the same source in ^ 


truth is that dishonesty cover is not a sub- “species” of negli- | 


gence cover, but a separate variety of cover. 
. There has been, and; to some’ extent still i 1s, confusion 


as to what dishonesty cover (if it is in fact present) covers. . 


-An example might be claims. resulting from the conduct of - 


a clerk who co- operates with a client"of the assured to ` 
defraud third parties, or who assists an employee of a client ` 


company to rob that company. ‘or conceal defalcations. 
Again, a wilful, conscious, ‘malicious’ failure to take. 
essential action: to: protect’ a client's. interests would fall . 
outside. zhe basic cover but within dishonesty. cover. But 
this cover is not, as-is (or. at any rate -has been) widely : 
believed. concernied with misappropriations committed by 
. employees, whether or not of moneys for which the assured 


is: accountable. That i js a matter for fidelity cover... o 


- 
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A startling ‘exclusion’ ia 


Although specially. negotiated, the: ternis of. E o English i 


Instituté indemnity policy do. not. generally cóntain any 
very novel features, but this is not. entirely so. There is, 
.for instance, general . exclusion : 1. (c) which «expressly 
. excludes: “any claim for failure to account to clients for 


moneys had and received”. This. exclusion must. surely. be. 


unique and absolutely without precedent i in a professional ' 
- indemnity policy. What do members i imagine its function. 
to be? They can hardly suppose the policy is intended ‘to 
-meet claims by clients to be paid sums for which the 
. assured is admittedly accountable to them; nor would they 
voluntarily permit any such failure;to occur., «~ 
Some light is shed: on: the bizarfe phenomenón. perhaps | 
by. the announcement in the: Law: Society”s Gazette. of 
January 1971 (above), where i it is stated that the common 
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fórm professional indemnity policy is to.be extended to 
include (inter alia) (9. Claims for “money had -and 
received” '. This was reflected in a clause covering ‘claims 
for failure unintentionally and in good faith to account to 


clients for moneys had and received” — a curious kind of 


failure, and not one against which an English chartered 
accountant would be covered. Fa 
It quite often: happens that a solicitor will part with 


moneys in circumstances which do not effect a commen- 


suràte reduction in his liability to account for those moneys; 


_ e.g., after acting for Mrs X in the sale of property, he might 


send a cheque for the net proceeds to her husband or to 
her son, without her authority. If the client lost the 
proceeds as a result, she would be in a position to look to 
her solicitor; his liability to account-to her for the proceeds 
would continue. In fact, the position might be viewed as 
one in which the solicitor had handed over money to a 
person to whom he was under no obligation to pay it and 
from whom he might not be able to recover it. 


Accounting for funds 


The loss so sustained is not really consequent upon a 
claim at all; one does not suffer a loss by accounting to a 
client for money one has received on his behalf. And, in 
any. case, the client's claim to be paid 1s not made by reason 
of any negligence, of any breach of the contractual duty of 


- Care the solicitor owes his client. ‘The solicitor's duty was to 


pay him, not to be careful to see that he paid him. 

In other words, a solicitor, or any other professional 
man who is constantly handling money for which he is 
accountable, runs risks peculiar to the handling of that 
peculiar object and is liable to suffer loss if he is not suffi- 


ciently careful to protect himself. This was a form of 
. mischance against which a need for insurance protection 


became felt when the victims discovered — to their amazed 
disappointment — that the particular hazard did not involve 
a claim based on a breach of the professional duty of skill 
and care, against which they were of course insured. 

It is appreciated that accountants may be less likely to 
find themselves in the kind of situation under discussion, 
but it can happen, and there must therefore be some case 
for extending to them also the blessing of insurance against 
the risk of unintentionally and in all good faith dishonouring 


or defaulting on their obligations. ‘There must be an even 


stronger case for seeking to analyse the significance of 
general exclusion 1 (c) of the Institute indemnity policy 
and the corresponding extension contained in the Law 
Society indemnity policy, particularly as this blessing is 
expressly conferred by the Institute policy upon account- 
ants actibg as executors. 


. . Here we reach an area which must rank high as a source 


of perplexity. "There, must have been a time, a golden age, 
when no conscious need was experienced to make special 


provision for the case of an accountant or solicitor exer- 


cising the functions of an office or appointment. For 
instance, it was norinal to ask accountants proposing for 


insurance whether they acted as liquidators, trustees and so 


on; if the answer was that they did, the insurers would 
know that the.area of risk was enlarged to that extent. 
But it seems evident that no distinction was made in the 
insurers’ mind between a claim against an accountant for 


damages for professional negligence, and liability arising - 
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from some inadvertent breach of his duties as (say) liquida- . 
tor. Some policies would specify that accountants' business 


¡should be taken to include liquidations and the like, but 


this seems to have been simply a matter of eliminating 
doubt as to whether such activities were insured, not to have 
reflected any differentiation between classes of claim. 

In practice, problems and difficulties arose. A claim 
against accountants or solicitors by trustee clients would 
clearly be covered by the policy, but the assured might. 
themselves be the trustees. An accountant's relationship 
and liabilitiesto a client differ in nature from an accountant- ' 
trustee's relationship and liabilities to his beneficiaries. 
The beneficiary's claim would be breach of trust, the 
client's claim breach of the professional assüred's duty of- 
cafe. As the cover was defined in terms which seemed 
confined to the latter class of claim, it was difficult to accom- 
modate the former, although it must be said that insurers 
did sometimes try. 

However when the Lloyd's accountants' and solicitors' . 
indemnity policy forms were revised in 1964, an attempt 
was made to rectify the position by adding to the primary 
cover (claims for breach of professional duty by reason of 
negligent act, error or.omission) cover also against “claims 
by reason of any negligent act, error or omission . . . when 
acting as an executor, trustee, receiver, liquidator, director 
or company secretary, provided the fees from such ap- 
pointment form part of the income of the said firm and 
provided also that such claim or claims would have been- 
covered under (i) above (i.e., the primary cover) but for | 
the fact that such person was so acting”. | 


What does it mean ? 


What meaning exactly is to be attached to the second 
proviso contained in this generally adopted clause, if 
indeed any nieaning can be attached to.it, remains some- 
thing of a mystery. So far as the Institute indemnity policy 
is concerned, the proviso appears to have been specially 
negotiated out of existence and one could be grateful for 
that, if the clause which replaced it did not seem almost 
equally in need of clarification. 

The terms of ‘individual appointments’ clauses.seem to, 
suggest that insurers, while recognizing that the claims in | 
question are not claims for breach of 'professional duty', 
at the same time cling tenaciously to the belief that 
they are 'negligence' claims (which in essence they are 
noty and that any claim against an office-holder for 'failing 
to account for moneys had and received' has to be 
specially legislated for, since it is not a ‘negligence’ claim. 
But, be that as it may, it is submitted that there can be 
no justification for or sense in excluding, from the terms of 


‘the cover conferred by the individual appointments clause, 


claims against office-holders for an account. Such claims 
are among the very things against which the holder of an 
office or appointment needs protection. Yet the Institute 
indemnity policy does appear to exclude such claims, except 
in the case of executors. Why executors particularly? And 
why doés the proviso to clause 8 (d) qualify -only the. 
particular appointments referred to in that clause? 

It may be questioned whether the considerable problem 
of devising an individual appointments clause which meets 
an assured’s reasonable requirements, and uses intelligible 
language. to do it, has yet been solved. 
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. This article outlines the extent that computer terminals can assist. in 
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`- à. reducing the time to produce financial reports for management, and ` 


“7 "suggests ways of achieving the overall computer system required. 
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ce T HE. steps .necessary to produce, 
[ts financial reports for management are 
similar whatever the business or size of 
. the company, namely: 
Production and recording of the . 
| basic: operational information, e.g., 
* .  - invoices representing sales and cheques . 
" representing expense payments. 
- « "'* Summary and analysis of the. basic 
- 74 7 “information: "S 
US "Presentation. of the summary in- 
formation. ^ 


20175. The trend over recent years has been 
- << not only to mechanize progressively each 
- of the steps outlined above but also to . 
. ensure that the information produced by 
- . any. one step is:conveniently available to 
. any subsequent step, for example,a paper 
tape is produced by the invoicing 
machine to represent sales information 
and used directly as input to a computer 
> program to produce sales analysis in- 
formation. . 


DN - 


-= -Impact of the computer terminal 
The. computer' terminal is a-means of . 
'commünicating directly with a computer. 

"Information can be both fed into and . 

:'- -extracted from’ the computer at the 

-location of the ‘terminal.- Furthermore, 

the computer which is used is generally 

set up to allow processing of information 

from several, often many, terminals. Also” 
it-can be arranged, if required, that 

information fed in at one terminal can be 

extracted at another terminal as well. : 

= The application of computer. terminals 

^ „to the production of financial reports for 

management is set out diagrammaticall 

„in the adjoining column. E Am 

"There are several points to be noted. 

- First; the locatión of the terminal used to 

^. t "input the basic operational information is 

conveniently at the point where. the 
information: is being generated. This 

" ensures that’ information is recorded 

~. witha minimum of delay, e.g., dispatch | 

- . information can be input at a terminal 


4 


4 
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| located in the finished goods warehouse as 
goods are shipped. | (07 


locations, 


. i o. ? 
3 


..Second, the terminal being used to 
inpüt.the basic information cen also be 
used for output, e.g., the packing slips 
can be.output at the terminal located in 
the finished goods warehouse. Third, the 
basic operational information is stored 
within the computer in a form suitable for 


. easy subsequent processing, e.g., ori disc. 


Fourth, once the last operational informa- 
tion has been input at the operational 
the computer can process 
immediately the' operational information - 
for the period to produce detailed: 


management reports and set up summary 


information for. less detailed reports. 
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Fifth, -summary reports, particularly 


_ special “information requests, “¿an - be 


requested via, and. obtained at, a terminal 
conveniently located-in the accounting 
department, só maximizing , security 


` and virtually eliminating ` paper work : 


flow. DR Toa 
f , | 

It can thus be seen that the terminal, 

together with suitable central “storage, 


, can aid significantly both the production 


of basic paper work used to communicate 


"externally and summary financial in- 
- formation to communicate internally... 


Setting up the terminal system 


The use' of a terminal system described 
above to reduce financial . reporting 
delays is a fürther extension of tlie trend 


. to mechanize-the production. óf financial 


reports. ^" ^ ; £t m 

Many companies have already. success- 
fully mechanized some of the. steps 
required to produce financial reports, 
'often using computers to do so. However, 


recently that computers: have been able 
to assist with the whole chain. of events, . 
becáuse of certain major weaknesses in 
computer technology, namely, the ability 
to store, process and retrieve efficiently ^ 
large amounts of information, and the . 


. ability for computer users to communicate 


directly with the computer.’ 
. For any company considering setting 
up a terminal system, its existing systems 
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ee hare a uo. nf "S ud 
-shóuld be examined in the-knowledge 


Y that a large amount of operational and 


“reference information.- will. need to be: 
"stored.. Any. company without experience | 


" of maintaining such: information should 


: be-prepared for much hard work! to set it . 


«up. 
¿For companies with experiénce of ihi 


"mature, its existing cómputing facilities. 


e 


should be examined. The capability of 
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y incorporáting NT and the — 9 


programs, particularly programs allowing . 


general inquiry to stored information with. | 


‘or without suitable modification, should 
be reviewed and costs established. 

-.AlL the “major manufactufers . allow 
Pe systems -and «already there are 


several excellent computer companies 


including. the major manufacturers pro- 


viding assistance, especially on :a Buren ! 
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bais for alí types of requirements both ^ 
„for small. 
“example, 


Com-Share, Consort IMIS; 


IBM, ITT, Leasco, SIA and Time . 


Sharing to name but a few. 
The number of users of such a 


systems is understood to “be growing | 
very rapidly. at this time, indicating the ` : 


interest being shown in the: concepts‘, 
outlined. MEE 
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"Taylor v V.. ood ' | | 

In the High Court of Justice (Chancery Division) - April 6th, 
^ 1073. - 

-; (Befor e Mr Justice MEGARRY) ` SNC 


E . Income tax — Purchase of house — Not as trade transaction, but 
` possibly « as a residence:— Decision not to live there — Planning per- 
mission sought for development — Whether supervening intention to 

"^: trade — Sale of House .— Value of house when appropriated to 
trading — Income Tax Act 1952, section 133 9) Schedule D, 

» «Case I, section 526 (1). 


-- On July I 3th, 1959, the taxpayer t a bana in Cheeni i 
_at auction for £5,100. At that time he had not decided what to 
. do with the house, but had in mind going with his wife to live in 
it, if that proved to be feasible. Soon after the auction the tax- 
-páyer and his wife discussed the possibility of living in the 
~- house, which they had known for a long time; arid which was a 
» Regency building, though dilapidated. He' also toók his bank 
: manager to look at the house, and an overdraft to make comple- 
tion possible was agreed. Later they both saw the inside of the 
^ house, and the wife soon realized that it was impracticable as a 
'. residence for themselves, and the taxpayer abandoned: He idea 
* of living in the house. o 

-'.. | The sale was completed, dad on September. 18th, 1959, an : 
“application” for outline Planning permission was made, and 
. the Minister gave: permissión. On November 23:d,. 1961, a 
." further application was made, in co-operation with the owner 
. of neighbouring. land, for outline planning permission for the 
".. erection of 90 ‘dwellings on the whole of the land, and permission 
.- “was granted in. January 1962. During this time the taxpayer’. 
| " had not advertised the house for sale, and he had refused offers - 
(02 for it; but-hẹ was. Bu offered. £54,500, which he 

i . Accepted, ka 


- 


. Case, I of Schedule,D in the sum of £48,000, based on the 
difference of £49,400 between the two prices. It was contended 
for him that when he bought the house, he hiad no intention of. 
embarking pue a trading transaction, but had the idea of living 
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-and large “companies; . for- S 
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in it; that it was later that he decided to sell the house; that the ` ' 


case was not one of trading ab initio or of supervening trading; 
and that, alternatively, if it was a case of supervening trading, . 
"the valué of the house'at that date had not been ascertained. . 
It was contended for the Revenue that the case was one of 


"trading an ibitio. The Special Commissioners decided 1 in favour ` 
of the Revenue. 


Held: the case should be rened to the Special, Commis- - . 


sioners to determine when thé trading began, and ‘what value 
. the property had whén it-became the subject of trading; neither ` 
side should be bound by the-figures already agreed; and.each -. 
side should be at liberty to- adduce- further evidence and- to, 
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CIR. V. Ocean Wilsons (Holdings). Limited . 

In the High Court of Justice (Chancery pm HERE an 
1973 " | 
(Before Mr Justice Mréarey) | ` Js 
Corporation tax — Dividend i increase emn | 196 Led - Excess dividend’ 
paid.— Excess caused by later receipt — Application for certificate’ of." 
exemption — Finance Act 1965, sections 47 (3), 46, 43-7 vs 
The -appellant company (Holdings) had a wholly-owned. sub- ` 


sidiary (Wilsons). On March 11th, 1966, the company Da Mas 
paid to, its shareholders a dividend of 7 per cent. On March ~ 


advance further arguments. |— =“ TEM EE l ES 


ZÁ 


24th, 1966, 13 days later, Holdings received from Wilsons. a” l 


dividend of £300,000.. This dividend, pursuant to paragraph” 3: 
of Schedule 19 to the Finance Act 1965, notionally reduced `` 
Holdings”, gross profit, and thereby reduced its standard. ` 
amount under section 83 (3). of the Act, so that the dividend of `- 
7 per cent produced an excess within section 83 (1). When 
the payment of dividends was under consideration: ¿by the. 
directors of Holdings on January 27th, 1966, and again “on: 


March ruth, 1966, the directors had no knowledge that a'. » 


large dividend would be- received from Wilsons before the end © 
of.March 1966. | . 

It was contended for the company that the words in section 
83, (11) “n paying that excess' referred to the company 's main: 
purpose, or one of'its main purposes at the time when. the 


dividend in question: was paid; and that on the facts the comi---” 
pany did not on March 11th 1966, have any purpose of avoiding: Or. 

reducing the liability under section 47 (3) of the Act.- . = ^ 
` It was contended for the Revenue that an.excess-within ..: 


section 83 could not be ascertained until after the year 1965-06 ` 
had ended; and that the phrase “in paying that excess' had to be 
taken to mean paying a gross amount of dividend. which in due 


course proved to be greater than the standard amount within '.. 


favour of the company. : e 

Held: the Special Conde es decision was wrong, and . 
the: board's certificate under section 83 (1 a) aed been. ld 
refused. K 


panga 


- The taxpayer was assessed to income tax for 1963-64, uide ; section 83 (3). The Special Commissioners had ‘decided: in: ES 
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us How S thé market today? ` 

pt e Drifting; just drifting again, UN 
- What's your preference? Pa l 
+ Gin ana. Lob, peas, What’s biting youi these dos. 
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a 3 Ps IT us Ls Se 7 
( Pause for voluntaiy Ifquidàtión j- s= 


Have you read” Schedule 23; paragraph 18 of the Finance. 
“het 19721 


TEL Not. nhs I. wouldn't understand a E I did. Whats. d 
2) E about? ` 2» 

‘Don’ t panic. It’s aet digiti a as Finance s 
7 Acts. go. Although it is hidden away in the back-end ‘of 
last year's. Finance Act, it constitutes a^ “fundamental - 
‘change in company law. The Inland Revenue have upset 
i * the contract “between EVENT SM and its. du 


Shareholders. "ELT I o ES 


What does-it say? LN E E GE eas 
zt: says that the. dividend on -all —: preference 
elites is reduced. by three-tenths; the dividerid, for in- 


i e Lo aad on a IO oer cent preference share of Lt is NOW. 7p. 


: We all know. that; it’s quite logical. You-get a 30 per. 
- cent tax credit :— “three-tenths — instead of having income’ 
"tax deducted. Your income is thé same as before. | 


. Yes, ‘that’s, fine while basic income tax is 30 per cent: But : 
at happens when-it goes up? - a 


, Wè get less cash and more tax credit, don’t we? | 


a : Oh no, you don’t. You’ i get. the same cash and more’ 
tax: credit. E | ic, E 


` <, Why's that? . 7 PNE "m 
-Because the Revenue have fixed it that way. The. re-: 


\ 


to 





Ne 


d 47 raté of tax credit. The cash dividend is. intended to. be; 
EL constant, regardless of the rate of ACT, corporation tax, 
i: 'incóme tax — or VAT, in the future, That. is the law — 
une with all the wisdom of Parliament behind it.- 


Nae So if the rate “of income tax and tax. credit goes up, we 
gee shall get 4. -— yield. on UTE shares | than we did: 
red before. NIE 


2 


tx Yes; if the tax were 333 pei cént, your 1 10 per cent prefs 
XML would id yield 10): pt cént at par c ! 
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‘n. -duction by three-tenths.is once and for all, whatever the © 
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Why didn t the iene tell’ us s what: 7 were dn: to? ` 


It's all in the. Revenue Booklet (I.R. 18) of last duke 


But it's tac ey last Prepi in the DoD Try cee it in 
bed. . 


Thank you. You'll have the: T half E i E d 


Seeing i it's deg oe 
(Further IITON: E 


- 


^X» tine’ 28th 1973. 


~ 


Well, lado can wé. do about these. preference «shares? | 


the Finance Act didn't spell 1t out. foris.. TE 
. Couldr?t the DTI do. something about. it?” | 


Yes, they managed something similár on deditio 
But. they have ohly had à year to clear their lines; lI think 
,thé Quotations Department and the financial press ‘will 
` : have to tackle it. We don't want evéry company t to- y have to ; 
 passaresolution. ~ `- : EE p 


». e 


- 


What. about the institutions? ME E e oe e 
" "They made. their: réprésentations - — very stioñigly, too, 


E but: the- Revenue wouldn't budge. They say the. paying 


_ company must know how much cash they will “have to 


.pay to tae shareholders. It's:part and: parcel of -the: im- 
| putation system, and it's time we accepted it. ` 


So cll ‘preference and part-prefs are on the new. cash basis? 
. Those which were ‘cteated before: “April 6th, 1973; afe on 


a fixéd cash basis. This means the. yield could vary; but so: 


long as ACT. remains the same. as the tax credit, the 


. dividend which a company receiving à preference dividend 
could pay out to its own shareholders would be constant. 
.It seems to me that this would suit’ the investment trusts, 

but the’ insurance companies | are. ies still thinking 


dn terms of a fixed. yield. 


+ What happens when we want to issue some new o preference 
‘shares — after April oth, 1973? 


.. What do you mean by ‘ new’ preference iod If dies: 
are to be further- shares of the same class, they will be ona : 


fixed cash basis.— the same as the existing class of shares. 


This is the way they would probably be on a new bid or : 


You can't just call them xo per cent ere if. they € are boing ; 
. to-yield something different. * i 

-You will have to call Hien T për "Cent preis: RTZ are | 
already doing it:— by shareholders’ resolution. It's a pity | 


- 


“take- -ove-. PUE Ht it is an gnum new issue of prefs, they . 
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could. be either on a fixed cu bis or on a filed yield 
basis. 


Wouldn't this be confusing? 


Yes, but I am afraid it will happen. If we had an, SEC, 


they could say “Right, let's have any-new preference shares 
on the same basis as the’ existing ones — on a fixed cash 
basis”. But, unless every issuing house and merchant 


|, bank agrees not to rock the boat, we shall have both old 
z prefs on a fixed cash. basis and new prefs on a fixed yield 
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basis, And; om we can e e old prefs- by thé 
reduced rate of 7 per cent, what are we going to call the 
new. prefs with a fixed yield of 10 per cent at par? 

We can't call them. Io per cent prefs. 


No. I wonder who "will be the first to issue any new. 
preference shares?. 


So do I — Look at the time! Must run. 
Take it easy. "Bye, 
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"E Measuring Management s Effect on: 


`~ 


A E management ‘control system plays a crucial 
role in the future development of any size of organiza- 
tion — except perhaps the very smallest. The more complex 
the organization and the more the management -‘style’ 
- moves towards giving greater responsibility for financial 
results to managers, the greater will be the difficulties in 


- reconciling individual activities within the corporate. 


whole and in reconciling personal and sectional objectives 
with those of the company. If the control system is to work 
effectively it must adopt measuring techniques for manager’s 
efforts which are seen by managers to be fair, and where the 
‘right’ decisions in his responsibility area are ‘right’ for the 
business as a whole. | 


Profit centres 


One type of control system that is often. adopted is pad 
‘upon establishing profit centres that. are linked with 
‘corporate profit requirements, and. making the results of 
that centre the responsibility of an individual manager. 
~ This is seen as a simple tool for the analysis and monitoring 
-of the effectiveness of a segment of a complex business, and 
' providing a powerful motivational force for the manager. 
' He understands what profit is about and. welcomes having 
his ability measured by such an entrepreneurial yardstick. 

Some of the techniques adopted and selection criteria 
that can be used in implementing profit centres are dis- 
cussed’ by Richard F. Vancil in an article entitled ‘What 
Kind of Management Control Do You Need? which 
appears in the recent March/April issue of the Harvard 


: ‘Business Review, 'The basic questions posed .are which 


-executives below managing director level should be held 

- responsible for profit performance; m how their: efforts 
Should be measured. — 

The corner-stone of responsibility Mods is that, as 


each manager is responsible for à part of the total activity, 
the accounting system should measure the financial effects - 


of his decision making. Can a single measure of profit, 
- however well constructed, - adequately ` measure manager 
performance? For example: 


- (a) businesses and their managers have more than one goal, 


i 


Financial Results. 


and can progress towards other goals, e.g., social 1 res- | 
‘ponsibility, simply. be added to the profit equation? © 


(b) there may be conflicts between the short-term and long- `. 
term needs of the business and the latter may be p 
for short-termi profit performance. 


Selecting the right financial objectives for each manager . 
can radically afféct how he does his job. Through specifying | 
such objectives, he is forced to think realistically about how; 
he is tó conduct the affairs of the section of the business ng 
for which he is responsible. i 

Professor Vancil identifies five „types of financial res- “i 
ponsibility: | A 


Standard cost centres where the manager is danced with | 
the control of detailed manufacturing operations (or service - 
activities) within pre-determined standards. ` 


Revenue céntres where the manager's objective is. to n 7 
expenses within budgeted levels and produce the maximum: ia 
sales revenue. | 


Discretionary expense centres are a by administra- . 
tive, departments. Since there is no direct relationship. zs 
between inputs and outputs the manager objective is to 
provide the best service within given cost limits. 


Profit centres are units, such as product based divisions,” - 
where the manager's objective is to produce the, best profit = 
achievable through. planning the best combination of costs , 
and revenues. = 


Investment centres are those centres. where the manager Is ys 
additionally responsible for the magnitude of the assets; ^ 
employed and where he will be concerned with balancing 
current profits and investments to produce future profits. 


Criteria for selection, 


This method of financial measurement used in an organiza- ^ 
tion should be the subject of careful appraisal. It should : 
take account of the requirements of-the strategy adopted by 
the firm and the way that the task of achieving the strategic. 
goals is allocated between managers- in the organizational 
structure. Within those requirements how it should take -. 
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into account the nol adopted affects the manager and Pues Vand suggests da it ihr be posible to do- so. 
^. the business'as a whole: © . - Mr 2 by adopting a-matrix system, such as that illustrated below. 
(a) The Mines, Themen mus perai honenie: It retains the functional specialization and at the.same time 
oy ment to be ‘fair’. To be so it must provide consistent CUStomer responsiveness is induced: through. product . 
© . ^ signals of performance; éricompass all the factors that he Managers who use the furictional skills. Such an organiza- 
controls; exclude those which he cannot control. In tion would be most appropriate where the maximum 
^" short a ‘good? decision should be oa as cue in the interaction between functions is desirable; this being the. 
|. measurement adopted: + +. y reason for such a structure first appearing in the aeró- "space 


(b) The Business.. A major problem i is to reconcile the goals rhe d Fih i 
- " ,, Of individual responsibility centres with those of the. e designer of the E contro system may see 


a" ' business as a whole. Having been assigned a financial the matrix ABMS as-a challenge. to deyelop a unique type of : 


jective without having to worry as to whether or not, he is: functional manager may: -be developed i in the way already 
acting in the best interests of the business. The design of. “described, where profitability -is vitally. affected by the: 


2 ` 
E. 
` 


[EN 


a the measuring system must be structured in such a way interdependence of marketing and manufacturing. it may 
ae . ^ that good performance in the responsibility c centre is good be difficult to measure. the effect that each has on’ profits. 
performance for the business. — e ^ ' One possible solution may be to make each manager ..- 


responsible for contributing the appropriate part of the 

: |. ` total profit using a transfer price to measure that contribu- 
^. Adapting to the organizational structure - .tion. Alternatively it might be possible to hold each 
z Even: a simple organization divided into only two funcion] functional manager r esponsible for the whole of the profit.. 
no. "responsibility centres contains four combinations of The total corporate profit would then be the sum of either 


choices from among the above. types 'of financial res- the total orofit responsibilities of. the manufacturing: 





ponsibilities, i.e, s ao a managers, or of the Prou responsibilities of AS marketing - 
E A aÀ . > E ;, managers. ` 
+... Alternative . ` Manufacturing 0 Marketing "Although the profit i is.divided iri different ways, ‘it is the. 
in a? dad codes - Revenue centre |. same profit and at the same time emphasizes the need for 
P eorr "Standard cost centre’ . “Profit centre ` all managers to work together to achieve: individual and 

| D OS HEN AMET NE" corporate profit ros E x 3 ! 
NE TIS Profit centre : . ¡Revenue centre * x JT IRE: TE ' 
^ IX Cx | A : Profit centre e Y ~ EC Profit centre. i F: Conclusion | DNE s P. as a fee Ve e 


ra t 


X "Which. cba: is selected depends upon how decision Profit i is a useful measurement of performance. It provides 
^x, making is delegated and the purpose and timing of thé - clear objectives; is easilv -ünderstood; and is a: good 
'"- decisions made by each function. Effective decision making’ - motivator Where.a manager: has: significant responsibilities . 

' will be hampered, however, by the restricted “view that for profit the measuring method incorporated into E 
each fünctional manager has of the business (in contrast control system should :be seen by the manager to be fair, 
with, e.g., the managing director) and that many decisions - and: through reconciling diverse objectives, bring manage- 


- 


^ affect more than one function: ment activities into harmony with corporate goals and the 
~.  --In a complex structure, products are manufactured in ` Daniam structure adopted. | 
+ ," more.than one location; sold in numerous markets; with a 
"w+ series of changes in the product range. Such a structure is- THE MATRIX ORGANIZATION — 
' : likely to have three or more levels of manager and conse-- — . a ee: E:  Manumetunng: qu ud 
à quently a complex management control system. ‘ locos .]. Manager 


Where control is organized functionally .the ene ' BERN NN x. 

- ‘mentioned above still apply. However, management in the’. 
more complex system: has'a choice in what type-of organiza- E E 
“a: tional structure it adopts. On the one hand it can retain ^ -> > E A 
">. the functional structure which has the potential of great ` RE 
E efficiency and which can frequently be measured in terms 





Manager 
Plant 3 





uu of quantities of inputs required per unit of output.  ' | - . ..] Manager. 
^ 5*^ ^ On the other hand, it might be based upon product. | - Product A 
> divisions where the responsibility of the divisional manager | E | A: 


; 4s; similar to that of-the manager of an independent corn- * 
pany. Through better strategy formulation and tactical - 







Manager 


. "decision making as compared with a functional organization, Marketing 
- ——|—| Product 
-7 . this may produce more effective management which is | Manager os 

-* highly sensitive to the needs. of its customers. It has the | - | 
added bonus of training younger men in entrepreneurial j| eleme eere x 
skills: l . a : ; anaes i 

>- sit possible to gain the benefits of both the greater  . -~ | Produc; 
efficiency of a functionally structüred organization and the i | C 





' greater effectiveness of the product division structure? 
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"THIS weeks reprint is of the accounts of Hartwells Group,. 
`} the winner of The Accountant Annual Award in the smaller 


ago jon the subject of making a decision on the. balance of 
favourable factors. One outstanding feature, or even two, in a 
company's accounts does not necessarily make the accouñits 
an Award-winning proposition, any more than one or two 
outstanding féatures in «any. particular article make it worth 
.buying over-and above an article that. has no point of out- 


= _ standing merit but provides all-round good value. 


© Inevitably, any Panel of Judges works by a process of elimin- 
ation and ends up with a short list — a final half dozen where the 


judgement on balance of-factors finally has.to be made. A. 


"majority vote for elimination to four finalists and then to two 


may well mean the elimination of. the accounts that some 


.". opinion may consider worthy of award. But the majority prevails 


AS 


and the final problem of deciding a winner out of finalists of 
relatively equal merit may have to.turn on factors beyond the 
| substance of the accounts themselves. * E 3T 

‘ For example, the kind of factor could be the speed of the 
. company’s reporting. A company that reports within. three 
months of the financial year-end makes more of an impression 
- of efficiency than one that takes four to fivé months to report — 
given, of course, that the businesses. of the two companies 


, allow such a comparison of timing to be made. 


Clarity ^. SR 5 as o ut 
Clarity -is:an essence of good company reporting arid the 
, Hartwells Group accounts have it. The summary showing "The 
year in brief” is clear and concise and. it appears. where it should 

appear, on page one — a page that also. gives the ‘Contents’ of 


x 


the 20-page report. It is remarkable, -at a time when company _ 


, reports and accounts become bulkier; more detailed and more 


involved, how many reports. do not contain a contents index. 
Hartwells also provide a “Financial calendar” which includes 


conversion details of the company’s convertible loan stock, and ` 


. that-is a useful reminder to holders apt to-hold stock and pay 


` man, Mr F. S. Huggins, is sensible in that it tells shareholders . 


“Is why the same approach comes through in 


insufficient attention to its terms. The statement by the chair- 


. what.happened, what is happening and what is likely to happen 
and does not get sidetracked into a sermon on labour problems 
in the motor industry. `. DIE : | gp 
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company category. It is necessary, on considering Hartwells' : 
. . accounts, to remember the points made in this column'à week 
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. Hartwells' Award-winning Accounts 


* 
f 


denatiopalization. and. renationalization of the steel industry s 
developed an open style of report presentation’ with prope 
and balanced use of space, black type for current figures ani 
blue type for:main headings, key sub-headings and also fo 
comparatives. > MEE mM E : 
Company reports come in all shapes and sizes and in al 
colours, and in some of them the colours are more than a littl 
overwhelming when the wrong public relations people are give: 


* their head. As there is a balance of factors in the determinatio); 


of an Award, there must.be a balance of factors and a balance o 
information, presentation and, publicity- in the layout of th 
accounts themselves. _ i A UC REP 

` A ‘two-page spread of high gloss photography in a fashio: 
fabric company's report is acceptable arid even alluring, but i 
the two-page. spread comes in between thé «profit and los 


account and the balance sheet, the publicity effort has bee: 


misplaced. There is no such intrusion in the Hartwells’ report - 
five pages of pictures of various service stations and depots com 
in at tlie end of the report. CHER 


* 


+ - 3 


Conservative forecast | 
The ‘Group Six Year Review’ in the report is, again, clear anc 
concise and unfussy. The ‘Statistics’ could, with advantage, b: 
added to by percentages of profits in térms of funds employed 
but earnings per share is increasingly becoming the most. widel: 
accepted yardstick of company performance and by the yard 


` stick of that performance, Hartwells have.done well over the pas 
- SIX years. i l | 


— ` 


In, considering Hartwells accounts the end-May date i 
important. Accounts are presented at the end of the followin, 
year’s first-quarter. The chairman, however, was confiden 


enough to forecast 1972-73 profits of at least £700,000. "Tha 


proved conservative in that profits, as. the result of sales ex 
pansion to close on £32:68 million, reached £1,014,868 pre-tax - 
the preliminary figures having been announced last month. 
But getting back to the end-May date of the 1971-72 ac 
counts, -1t is interesting to note that Hartwells were providing 


. a statement of Accounting Policies — something that not ever 


"The directors’ report, likewise, gets on with the job and pro- - 
' vides the analysis of turnover. and profit which is included in 


thé reprint. 'The bulk of the profit, it will immediately be seen, . 


comes from motor vehicle distribution sales and service. In its 
‘three areas.of business Hartwells-Group closely touches its 
customers.. Selling entails a straight approach and possibly.that 


i 


~- accounts. , 


: United Steel-style : SES T" k ad 
- - Hartwells’ profit and loss account and balance sheets -. for 
space -reasons only the consolidated appears in the. reprint — - 


are again clear, with the notes adequately "keyed'. And at this 
point it may be stated that Hartwells, like many other company 
"reports, uses what this column in its own mind calls the United 
Steel-style. United Steel Companies — in the years between 


” 
~ 


E 
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‘the report and 


pany in fact is doing now. 


company by a long chalk was doing then, and not every: com: 

Style and simplicity — plus, of course, information — are th 
main features: of Hartwells’ report. As in'the case of Unitec 
Dominions, Trust, expertise makes report and account pres. 
entation look simple.. ' e pu xm 


> 
M. 


Hartwells Group Limited’ — . / vo 2 
> a es = X. 
The year in brief : "n ! 
: DEM - . 1972. 1971 
E $e £000‘s £000's 
External Sales. SN 25,320 : 22,170 
, Profit before Interest and Taxation | ..802 . i 729 
- Profit before Taxation ^^ -602 520. 
Earnings .387 306 ' 
Dividends 484. 147 
Earnings per Share. ' 9-5p 7-5 
Dividends (gross) per Share 4-5p . 8:6 
Dividend Cover ! 24 /—— 2-1 
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. "The Group Profit, before taxation fis been artived at after charging 


ror. Directors" Emoluments (Note 2) - CN pe a i. ds 81,398 76,490 
= Auditors’ Remuneration eee ee eg 2 RON deo 5, 7 7A 733 4 6,100 
. * . Depreciation of Fixed Assets _ ge ae MEE +4 "md i ; 

'. + Rental of equipment  . BM X : ME A | Rus = 4,975, " 5,124 
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^e _ and after crediting . . — v E E NE MEET CN: l > 
4 oe from land (Less outgoings) DEM MET deeds l i ae Sa 712,949 , 12,679 
gaor ent, ug NS 3 . me. P "uc i E > dore an AE 
2. Directors’ Emoluments (Fees NIL). E sue wo x n so xus us E ^S 


PAD Two Directors served ás zi during the year, their ¿mol uments: while t serving in that capacity being as follows: M Ac 
! ; . : £c i E 
"MT E Mir. F. Beecher- i. or 158 d s (27 7:882: ' .2500 
^ Mr. F. S. Huggins A | : 22,906 — 
“Gi The following number of Directors had emoluments excluding pension cor tributions within the indicated ranges: - -> 2d 
£ ) : 19147 7971 - io a K 
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X'& “Interest payable ^. 7o 00 000, 70s, 005 CE EX" £ UE 


. Bank Interest) — ^ R ur a eer ep S9 a Ex o . 7 7 54673 .* 49,118 
.' - Short Term Loans : T Ex LCD ? 9,625 ' 24,926 
-Long Term Liabilities (Secured) .. ¡AA E prr A E -86,926 .. 85,715 


Unsecured Lean.Stock . muc E Log 2 a wt. 7 f^ " 49332 49,332 
| | me uo s. os uos. 7. £200,556 £209,097 








n Taxation o : "de 7 E f ; T E 2 | .£ l ES 
` Corporation Tax on the profits for the year ^ '. : iex EIN 6. AE i ^ 146,150 212,900 
^ Transfer—Tax Equalisation Account A fe E : l y ue Pos PLE 81,000 ` 710,000 
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- Overprovision in respect of previous years. :;. |. ,. Da en 12 ,509. - 8,705 
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A tax has TM calculated at 40 per cout (1 971 423 per cent. for one month and 40 p per cent. for eleven months). 
The.amount set aside for tax equalisation is calculated by taking tax at-40 per cent. on the difference between the writing . 
> down allowances for the year (other than: on property) and the correspondinc charge for depreciation." 
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The calculation of Earnings Per Share is based-on profit. attributable i Ordina Shareholders (1 972 : £387 230) and 4, 080, 368 - 
` Ordinary Shares in issue after the capitalisation issue on 31 st July, idis The Earnings Per Share for previous yous has 

" been adjusted according y. ~ ae EF T" 
Fully diluted. Earnings Per Share is based on adjusted; earninds after adding back interest net of Corporation Tax on thé A je 
83 per cent. Convertible Unsecured Loan Stock and on a total of 5,21 4998 Shares xunetusing 1,137,500 Shares into which a 
_ this Loan Stock is convertible from Sepierber ee : | a. 
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S6 Creditors E ` C a : 3 
Creditors: include a secured short term loan of £1 7, 7n. SI &* . GENE . 
* ? E - A , i y t E 7 . ; : j wo! \ 
7 ‘Share’ Premium Account >` E S fe a o ate EE MON «£e A 
Balance 1st March, 1971 ^ .. » "Jl e "am ^o 7^1 1 205737 ^ 
_ bess: .. ; tutos U . ane a e E AD í i cett Um A l 
Capitalisatior Issue. 4. ode ee l ae MX 204,018 X eiu 
.. "'Balance'29th February, ^ 972 m E a goed a m aa a a RAI es 
a g , ; ; A | : \ 
, a = "P £ n w y n ( E tior 





















































Mi^ June O Xy od sed ACCOUNTANT go UO NA 
| 2 - : > ^ "m D : : - " , ut ‘ " A a 
se 4 . ` A 3 7 E | E l M d , l 
1 j . 2 i x : $ ? f , i E Ds 
E 27 . : C dE EE "NS CIE i 
l i Hartwells Group Limited / A ; > l : Me: in F : 
3 = o E ` E 
^8 ‘Capital Reserve . > Pu po = c EE" ES . Group "Parent Company op 
Za ID | à | | ` ‘2°. g £ ECC 
= .. Balance 1st March, 1971 464,632 ~~ 459,808. ` Ji 
uv Surplus on Consolidation . = _ 37: p. dee , 
e E Profit on sale of Property a e 2,172 ‘2,772 ES fi 
a l ue ^ ,467,441 y — 462,580 
ETE ^ Less. ] 2 ec m * E l 
opu ME Costs.Incurred:— ` | pur cu - | PPS MON E "uh 
a ‘Re: ‘Mortgages Uode ee ee ee | 4911 4,911 a 
E Capitalisation Issue ' Uv€ E x p 4 = 2,820 . 2,820 ' 
IT a Goodwill written off  . / x 3 5,000 5,000. 
-- . . Betterment Levy and costs on disposal of Propertj in previous year '601 Lr '601 ` 
s E : NE - 13,332 13,332 : 
= Pepe Fai 1972 E : . / £454,109 £449,248 | 
9  Unappropriated Profit pg "x og PE y b yg a 
ee "Balance 1st March, 1971 l ' E i EN l : 772,781 EE 
Profits retained for the year ended 29th February, 1972. . 203,614. <a. 
-~ Balance 29th February, 1972 - — ^. EU y JM MP: £976,395. . ES 
2 1 " " n > " e . P his ‘ A 
10 Deferred Taxation i l : o 05 e 
. - 1 z A ^i a . : £ : J t^ 
(i) Taxation Equalisation Account — . . | j l : 
. Balance 1st March, 1971. ^. 2 APT ; 63,500. : 
^ Transfer Taxation Account go JE ts ; 81,000  - f 
. "d ee ET 2 PE 144,500 UM 
(i)- Capital Gains—Deferred Liability . — . ME. l 30,000 
E UM m "TS i = 
. Balance 29th February, 1972 : £174,500 ' 
11 ~ Loan Capital l l 
> l HS £ CS 
8396 Convertible, Unsecured Loan Stock Eanvertbled in Y September 1974 or at yearly - 
intervals until 1979 or Redeemable at par between 1984 and.1989 500,000 : | 
696 Unsecured Loan Stock Repayable 1st September, 1992 un - Ss n cae 
. +» “AY Loan Stock Bea ue - 25,000 a 
ce "B' Loan Stock l | A En e : . 68,037: FII M 
f IB EC £593,037 ` 
: D ua | . Group Parent Company”. 
12 Long term liabilities (secured) ul 1972 1977 © 1972. 1971 . 
A a 7 - m 2 Nod g : 2o " £. f "E £ um £i 
Interest at 5196 No fixed date of repayment S "e up 120,000 : 720,000 - 120,000 120,000 | 
Interest at 53% Repayable by instalments: until 1982 * — ^ '' 25,000 27,500 - 25,000 27,500 : 
Interest at 4% Repayable by instalments until 1986 * ' 178,125 790,625 178,125 . 190,625 : 
Interest at 7?6 Repayable by instalments until 41988  - ^ 143,1125 . 151,875 143,125 - - 757,875 — 
‘Interest at 7%:Repayable by instalments until 1990 - . : (044531 46, 906 ` 28,125 29,625 ' 
Interest at Bank Rate plus 13% Repayable by. instalments until 1991 : 845,000 ` .640,000 845,000 . 640,000 
E o | £1,355,781. £7,176,906 £1,339,375  £1,159,625 ' 
T ibo: ^. K Ass A AAA A 
A Ms " : 29 2c ' a 
13 Contingent Liability ` i ' , | 
|. The parent company has guaranteed bank ii and Other short term loans of certain subsidiaries. , : | 
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Accounts (cont) — A O IO A INST 
. e O EN A : r : 39 d . : » . ` ? j te 
7 a S E 2 : + : EN = . . > -` , z A = 
L7 Se > es e m E - E ` SUN : . D x Aa $ : 2 ` . . : E ` E. n » 3 E wala Sif : 
e i mE - : i^ 3 » E AE An i: LE ^... <a 
mn, nad a S y en i Up a ^. Parent Company. . 
- . A 
(a: Future. Capital Expenditure, 3 E * ida ous . 4972. o, i 


. SII A EY E 1971.. 
: pc E. 4 E. 
. Contracted for but not provided in the accounts : RUMP A . 33,000 .' .247000 4 .. 31,500. 


© Authorised by Directors but not contracted for a oe ST. 67+ ; 259,000 143,000... ' 225,000 
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Ñ : l ' "710;000 
E e om E 2: E aa po Cu, LU o: s = £292,000 ^. £390,000 ` £256,500 -` £322,000 
IE Shares i in Subsidiaries ye ; ze EA us D E Uam n l . E E ve LIEU Z a rn 
du "s At 29th Fébruary, 1972: the Parent Company had the folioWinà uno owned sübsididres: Sg we ee 2 | a 
- Hartwells of Cxford Limited.. . . . ... Hartford’ Motors (Oxforc) Limited. A srt E 
A ` Hartwells of Abingdon Limited hebes "Hartford Motors (Banbury) Limited CDM ME 
` -Hartwells of Banbury Limited + - . . <+ =- |, "Hartford Motors (Lincolnshire) Limited ,. ^ ^ . ^... TE. 
.  Hartwells of Bath-Limiteé ~~” Hartwells Oils (Oxford) Limited- |: ' eA . i 


- Hartwells of Norton Limited ^... ' .. 
‘Hartwells Garages Limited* js 
' The Shires Motor. Company L ol 


Hartwells Oils (Aylesbury) Limited . z 
"Hartwells Oils (Newbury) Limited . 2 l 220 47 RES a 
Hartwelis Oils (Warwick) Limited : i e 


2- “Non trading Companies ' D .* c5 > Petroleum Services (Aylesbury) Limited? . | did 
-16, Fixed’ ‘Assets . Fe "Hel Tun "Ru. QUELS d ko Zt MNT NET A x 


; Details of the amounts shown i in the Balance Sheet are as follows: — LE du. ua p. ee 


Consolidated Balance Sheet | t e e NE. 


oru E se Parent Company’. A 

: ; Vip As er Wen Pa E. E ua i Plant, » Vr gun a Plant 
oe EMO a Land and. Buildings "Equipment Land arid Buildings a i ‘and 
"m Us ^A Long Short ^c .end ae Long ..^ Short. i Equip- 
P x Freehold ' “Leasehold — Leasehold ' Vehicles. - "Freehold “Leasehold, Leasehold E mént . 
Ue PES. E E 3 y a : . of. aS E : p... A E " on £ o e 7 m E a E | da "T 
E ist March, 1971. sd E LE wA A | NM ES "a ue 
654, 803 617,781. 27,574. 


po on : 28th Febrüary, 1972 
aM + At cost. 
Uo cA Valuatiori, 1968 - 


sjo- current year’: 
d A . Eliminated in respect : 
A “of Disposals si MT 


. 2 ‘At Cost : 


At Valuation 1968 - . 1 ,686, 650 . 
Addons at cost 
-Disposals—at cost , (3, 300) . 


: at valuation v. 
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A" Depreciation A A ode 
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Total depreciation at - 
- 29th add 1972 _ > 


$ A 
.” = - 
3 y "e " ENS = 


i _Net’Book Value i j 
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_ Net Book Value 
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No depreciation is provided on freehold properties. Gee xu Mu. 
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he Consolidated Profit and. Loss Account and Balanco Sheet ciuda the-accounts of the parent company- and all its subsidiaries Madoa | 
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a Depreciation , of the cost of fixed assets: following. the year of purchase’ is provided ona straight line basis at a’ rate determined by the. - 
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In: ‘out opinion the ‘accounts aad notes set out on pages: [900:: to 906] give a true TY fair view of the state of affdirs of the Company E 
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3 FREE LISTS, OF VACANCIES 


E : xd | vill be posted to you or you cán call at oür ‘Tiformation ‘Centre `, E 








and- : without any form-filling — study the classified registers), v 
qe Over 500- Vacancies in the U. K: and overseas offer you es. 
l widest choicè. Ring for relevant list! : E 






"Cases of PACTA and Fraud. intemal Thefts 2 
. and Extensive Pilfering. Corruption and Leakages - 
of" Commercial Information: Surveillance - and ` 
Undercover assignments. Character and ‘ante: `~ 
., Gedents of individuals and bona fidés of business 
“concerns. Financial. Investigations and: enquiries 
into matters ‘arising from Bankruptcy and. Com-: 
~ pany- Liquidation proceedings. Specialist Security. 
- Services including Security; Surveys covering . 
‘ Compüter- Operations .and. confidential Data 

Control Procedures: Counter industrial dire 
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FCD S Public Practice: L. Kelleher, a 4550 zT : 
cI.) More. than 300 Professional ‘firms utilize. our: services iri i É 
.'éngagement "of all grades. of- staff: from. “Articled” Clerks ^ . 

?..to Partners, Salaries: UK. upt to £5, 000; ‘Overseas = Up. to o 
. - £10,000. | MM peo E te | 
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En JE . Vacancies, cover.the whole range from Trainee to Financial. , 
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Pu E Staff: M. ‘Farrer, 01-628 0391. " 
E . Terms are better: than i is usual for tempor y assignments: , "s 
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- An da beginning. electronic digital computers were: PT 
„used solely for mathematical and statistical work, : à 

and ©, not unnaturally, the programming of these 

mach-nes was carried out by mathematicians. The most " 

'córr mon application of. computers: today is in the feld | 

-of conmercial- data” processing, but the: myth thata- - 
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City Notes 4 


HEN pessimists become optimists there needs to be 

some thinking done. The economic survey of the National 
Institute of Economic and Social Research is, of course, neither 
pessimistic nor the reverse but is simply a matter of collective 
judgement on the basis of a mixture of fact and portent. 

It is the commentary on the survey that gives it the veneer of 
optimism or pessimism and the latest survey was given an 
optimistic veneer by those commentators who were prepared to 
translate the NIESR ‘if’ factors optimistically in terms of 
foreign exchange, raw material and import price movements. 

Not that the stock-market took any noticeable degree of 
heart from the event. At the time of the NIESR survey’s 
presentation the market was falling back, without any apparent 
change in the factors and influences from those ruling when the 
market rose. 

But there was an immediately encouraging point to go with 
the survey in the further reduction in the minimum lending 
rate. It is a fact, though, that long-term interest rates remain 
historically high, and for all the minimum lending rate reduction, 
are talked higher. 

The short-term reduction, however, gives the politicians 
considerable scope for double talking on the interest rate situa- 
tion by making it possible to speak of a lower interest rate as a 
fact and totally ignoring that even such a precise fact does not 
necessarily influence long-term interest rates to any degree. 


* * * * 


E us Page Report on National Savings is probably far too 


sweeping to be accepted for action. Whatever else they were, 
the members of the committee were not exactly diplomatic in 
their reporting, particularly in a virtual demand rather than a 
mere suggestion that the good worthies working for the National 
Savings Committee should be removed and that a proper Civil 
Service style bureaucracy should take over. The sweeping 


changes advocated in the goods on the Savings Movement's 


RATES AND PRICES 


Closing prices, Tuesday, June 26th, 1973 


Bank of England Minimum Lending Rate - June 22nd, 1973. 71% 


Treasury Bills 


April 20 .. £76695% May 25 .. 47195996 
April 26 . £7:6695% June 1 .. 47160496 
May 4 . £7°5077% June 8 -» £7°1539% 
May 11 .. £7°3604% June 15 .. £7°0268% 
May 18 . 47248396 June 22 . £6°9945% 
Money Rates 
Day to day .. 71-7196 Bank Bills 
7 days id 771% 2 months 87% 
Fine Trade Bills 3 months 81-72% 
I month 93-8% 4 months 773% 
2 months .. 10 -8% 6 months 71-7196 
3 months .. 10 -8% 
Three Months! Rates 
Local authority deposits 81 8$ 
Local authority bonds 7i- 7$ 
Sterling deposit certificates sh 8i 
Euro-sterling deposits 101-103 
Euro-dollar deposits .. 8i— 8} 


shelves would seem to ensure that hitherto faithful National | 
Savings shoppers will go elsewhere for their shopping. | 

It will be interesting to see official reaction to the Page 
Report at a time when the Government is trying to convince the 
building societies that they must not compete for savings. It - 
will be even more interesting to see the Government clearing the _ 
National Savings shelves of present goods and putting a single - 
unattractive line on sale in order to move the building societies ^ 
to reduce their rates. i. 
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HAT has already become the ‘Lowson Affair’ in the City 

is the kind of thing that crops up when the luck runs out. | 

The City is under attack from right as well as left and up crops 
something that happened months ago to keep the attack going. . 
Not that the Lowson affair should be hushed up. It should - 
undoubtedly be investigated thoroughly and Sir Denys Lowson  - 
has himself welcomed the investigation. a 
But when Mr Heath coined the phrase about the unaccept- . 
able face of capitalism there were many people who wore the — 
undeniable face of fatalism forecasting that the City was going 
to be in for a rough time. MB 
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HERE could have been no more telling postscript to the 
final chapter on the Slater Walker/Hill Samuel non-merger - 
than Hill Samuel's decision to raise £10 million by a rights issue. — 
That, plus Mr Slater's insistence that the concept of an inter- | 


national investment bank is correct, appears to have been the | 






reservations in home operations) and Hill Samuel needs to 
broaden its own financial base via a rights issue. = 
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Finance House Base Rate — June ist, 1973. 94% e 


Retail Price Index (16.1.62 —100) 178.0, 16.5.73 (from 1767) - d 


Tax Reserve Certificates (3.1.72) Personal 33% 4 

(Company certificates no longer on offer). : H 

Foreign Exchanges | x 

New York 2:5787 Frankfurt 6:5675. A 

Montreal 2:5715 Milan 1523°50 T 

Amsterdam 6:9875 Oslo 140225 ' 

Brussels 96:2500 Paris 109250 . 

Copenhagen 14°9700 Zürich 78400 . 

Gilt-edged » i 

Consols 4% ns 37ixd Treasury 9% 1994 Qs go 

Consols 2395 =p 231 Treasury 84% 84-86 .. gof -— 
Conversion 3396 -. 34% Treasury 8195 87-90 +. 84% 
Conversion 54% 1974 981 Treasury 64% 1976  .. 934° 
Funding 3376 99-04 40% Treasury 34% 77-80  .. 74% 
Funding 54% 78-80 80} Treasury 34% 79-81 .. 73i 
Funding 54% 82-84 77 Treasury 5% 86-89  .. 63% 
Funding 54% 87-91 684 Treasury 54% 08-12 .. 563 
Funding 6% 1993 .. 68 Treasury 24% $4 244 

Funding 64% 85-87 778 Victory 4% i 98) . 
Savings 396 65—75 921 War Loan 3396 ^. 341 


ES F) MNIPOTENCE in the realm of 
M exchange control is, of course, 
— vested in the Bank of England. Mr 
~ Halmer Hudson, F.C.A., F.T.LL, partner 
im Robson, Rhodes & Co, and Mr D. 
Runge Smith, adviser to Hill, Samuel & 
Co Ltd and former Deputy Principal, 
— Exchange Control Office, Bank of 
England, comprised an interesting panel 
_ of two who held the attention for a whole 
day on Friday of last week of over three 
hundred people at a seminar in London 


- 


on ‘Exchange Control’ organized by 

— Investment and Property Studies. A 
check list, prepared by Mr Hudson, was 
circulated to all those attending, which 


S identified for them the sections of the 


_ Exchange Control Act 1947 dealt with 
— during the seminar. 

m Also listed were the exchange control 
— notices that relaxed the restrictive pro- 
— visions of the Act itself — which prima 
facie seemed to forbid practically every 
international currency transaction. 
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_ Mr Halmer Hudson emphasized that the 
term ‘residence’ for exchange control 
purposes must not be confused with that 
_ for tax purposes; as he said, in his 
inimitable way, ‘never the twain shall 
_ meet’. This was because a person only had 
- to reside or show intention to so reside 
_ in the UK, or elsewhere, for a period of 
three years, for him to be considered 
__ resident or non-resident as the case may 
be. An anomalous circumstance could 
|. arise in that a person who was living in 
the UK for three years or more but 
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Mr Halmer Hudson 








showed no declared intention of remain- 
ing could be classified as non-resident. 
This, it was stressed, might sound all 
very nice for foreigners to avoid all 
currency exchange restrictions — except 
than the Bank was indeed omnipotent in 
this sphere and could decide on change of 
status should it be better for the country's 
economy to do so. As Mr Runge Smith 
commented, if the Bank said that you 
were resident, you were; if it said that you 
were non-resident, then you were! If it 
said that a person's status had changed, 


then it had. 


Keeping the pot full 


A guide to the Bank's decision in any 
aspect of the subject was that the whole 
object of exchange control was to keep 
the sterling ‘pot’ full. Hence the appro- 
priate licences that had to be held for the 
import and export of goods and services, 
the encouragement of money to enter the 
UK and the discouragement of its de- 
parture to countries not in the sterling 
area. 

People who lived outside the sterling 
area, had done so for three years and had 
no banking facilities in the Scheduled 
Territories, would doubtless be considered 
non-residents; but the status of businesses 
was dependent on the country in which 
they were established and organized. 
Furthermore, branches situated in 
countries other than those of their head 
offices were to be treated as separate 
companies for exchange control purposes. 

Penalties exigible on the infringement 
of exchange control regulations were 
severe and Mr Hudson advised the 
audience to 'stop, look and listen' before 
embarking on any ‘smart’ currency trans- 
action; they could stand a very good 
chance of going to jail! Again, it was 
dangerous to think in terms of penalties 
for Revenue misfeasances, most of which 
were dealt with on a fine basis; sentences 
for exchange control offences could be on 
the lines of two or three months in jail, 
coupled with fines of between {500 and 
£1,000, in addition to confiscation of 
whatever currency or property had been 
acquired illegally. 

If illegally-acquired property was en- 
cumbered by a mortgage, the defendant 
would be left with the mortgage even 
though the property had been confiscated. 
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Mr Runge Smith urged that advice be 
sought from the Bank rather than matters 
be left to chance if there was the remotest 
taint of illegality. ‘In other words’, he said, 
‘don’t cut corners! 

Both speakers were of the firm opinion 
that all directors, financial advisers and 
accountants should be conversant with 
Schedule 5 to the Act, as directors might 
be 'deemed' to be guilty of foreign 
offences if they were in any way connected 
with overseas currency matters. 


Imports and exports 


Imports and exports of goods were dealt 
with in detail by the speakers and both 
types of transactions had to be under 
licence. For the export of goods, payment 
had to be received in a prescribed manner, 
e.g., sterling from an external account 
(vide EC leaflet. 83); there should not 
be more than six months' credit (without 
consent), there should be full considera- 





Mr D. Runge Smith 


tion supporting the transactions, no 
consignments or hirings, and no gifts of 
over £ 100. 

Imports could be paid for if the goods 
were in the hands of HM Customs 
officers, there was a specific invoice, 
and the price did not exceed £5,000 — 
entry into Customs of appropriate goods 
would justify payment of more than 
£5,000. Letters of credit could be opened 
on Form E2 if for a period not over nine 
months — probably to be extended by 
Bank permission. Guarantees should 
not be considered as remote liabilities, 
and Bank permission in all cases was 
advisable. 

‘Compensation deals’ was a subject 
which attracted great interest from the 
audience and a most instructive chart was 
requested to be shown twice on the 
projector screen. It illustrated not only 
what payments could be made in the 
sterling area and what could be made 
outside it, but also to, or for the credit of, 
a UK resident as consideration for, or 
association with, all manner of favours, 
rights, acquisitions and payments. 
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Letters 





Adam Smith and Phase Three 


Sir, — My pleasure on reading your June 14th note on Adam 
Smith and his Wealth of Nations was impaired by your sug- 
gestion that his economic views were outdated. ‘To me, they 
were never more relevant. For example: 


“The annual labour of every nation is the fund which 
originally supplies it with all the necessaries and conveniences 
of life... 

“The subjects of every state ought to contribute towards 
the support of the government as nearly as possible in pro- 
portion to their respective abilities . . .". 


Taken together, that pregnant introduction and his first 
canon of taxation represent a scathing condemnation of our 
whole post-war fiscal policy — despoliation of the working 
population by swingeing taxation and robbery-by-inflation, to 
subsidize the non-working population and the 'dead' labour 
embodied in capital assets. 

The simplest measure of the tax swindle is that a fair negative 
income tax — whereby the working population were accorded 
the same rates of cash allowances as the non-working population 
— would cost some {3 billion a year; or an increase in the unified 
tax rate to 421 per cent! Moreover, that most vicious form of 
tax called ‘National Insurance’ mulcts employees of some £2 
billion a year, approximating to the annual 'gravy trains' — 
the subsidy of company dividends from personal taxes. 

Adam Smith exposed the nature and root cause of inflation: 


"When national debts have once been accumulated to a 
certain degree, there is scarce, I believe, a single instance of 
their having been fairly and completely paid. ... In the end 
of the reign of Henry VIII... the English coin was not only 
raised in its denomination, but adulterated in its standard. 
The like frauds were practised in Scotland during the minority 
of James VI. They have occasionally been practised in most 
other countries.” 


He was also clear as to the remedy: 


. either some very considerable augmentation of the public 
revenue, or some equally considerable reduction of the public 
expense'. 

Despite the gap of two centuries — and the relegation of the 
role of the British economy — some of his shrewd comments 
seem to have amazing pertinence to our current problems. 
He appears to have foreseen — in his chapter headed 'Inequalities 
occasioned by the Policy of Europe” — the effect, of our adherence 
to the Treaty of Rome, on our food prices: 


_ “But the policy of Europe, by not leaving things at perfect 
liberty, occasions other inequalities of much greater importance.' 


Perhaps most currently pertinent — as to the outcome of 
forthcoming meetings of the Establishment at *Neddy' to seek 
an agreed basis for Phase Three is, ‘People of the same trade 
seldom meet together, even for merriment and diversion, but 
the conversation ends in a conspiracy against the public, or in 
some contrivance to raise prices.' 


Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, F.c.A. 
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Reservations on ED8 


Sir, — Sir Charles Hardie, criticizing EDS, states (The - 
Accountant, May 24th) that the written-up fixed assets “could 
not be realized at the inflated level’ and that this could mislead 
“the uninitiated'. 

Presumably Sir Charles is not referring to the fact that the 
realization value of fixed assets in an immediate sale is fre- — 
quently below what the directors believe is their going-concern - 
value to the business, for this has always been the case, in- - 
flation or no inflation. 

Sir Charles is, therefore, presumably arguing that when the 
depreciated original cost is written up on the basis of a general . $ 
purchasing power index, the new value may exceed the current 
worth of the asset to the business — may exceed the going- . 
concern value as measured in current pounds. This may indeed 
be the case; it is then for the directors to recognize that too 
little depreciation has been written off in the past, quite apart - 
from the effect of inflation, and to write down the asset in the - 
inflation accounts to what they consider a reasonable value in | 
current pounds. As Professor Baxter has pointed out in his book, 
Depreciation, the latter should normally not exceed replacement > 
cost, but may be less. In short, the position is the same as would - 
arise in the absence of inflation where written-down value was — 
seen to be in excess of a reasonable assessment of going. congue 
value. oa 

There is nothing in ED8 which says that assets should be T 
carried in the inflation balance sheet above the amount the - 
directors consider they are worth to the business in current Mi 
pounds. On the contrary, paragraph 21 points out expression TE 
that adjustments may be needed in this context. 


Yours faithfully, — 
HAROLD EDEY. Ey 
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A Remarkable Lack of Interest 


Sir, - At the special meeting of the members of the English ^ A 
Institute held on Tuesday, June sth, the extent of the apathy of — 
the membership — also remarked upon in your leading article - D 
of June 7th — was amazing to behold. There were ten resolutions, - 
only two of which could be considered a formality, and yet the - 
total vote on each resolution amounted to barely 6,000 out of | 
a total membership of over 50,000. But that is not all. Out of | 
the 6,000, only about 350 members were actually present. _ 

While presence at the meeting itself may not have been | 
possible for most members, either due to work or to paa 
from London, there can be little excuse for the failure to vote 
by proxy. The Institute even pays for the postage for the proj 
form to be returned! With this clear sign of apathy on behalf OF 
members, one must also be excused for wondering whether 3 
even those who voted by proxy both read and understood the - 
resolutions on which they voted. How many members realize - 
that, as a result of the meeting, there are now no incórpordte 4 
accountants; that the Council can institute fellowship by - 
examination and a complete new code of ethics without any ~ 
further recourse to members; and that a member, in future, will - 
have to be in a professional office for at least two years before es 
he can go into practice? 

Mr Halmer Hudson said at the meeting that it is hardly 
surprising the Council ask for such wide powers when the 
majority of members show total disinterest. In the circum- 
stances, we must indeed be thankful that there are still- 
sufficient members willing to spend the considerable amount 
of time required to govern our professional bodies. But, at this. 
rate, for how long? 

Are members so tied up with their personal problems or 
their work that they cannot spare a short time each year to con- 
sider the future of the profession which they worked so 
assiduously to join? Or is it because in all honesty members 
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are unable to ‘understand the A for Such meetings, 
. which admittedly often has a remarkable similarity to anti- 
- avoidance clauses in our tax legislation? Or is it because mem- 
. bers wish they hadn't become members? Again, Mr Hudson 
put it in a nutshell when he implied that, if the decrease in the 
de . percentage vote continues as it has over the past seven years, 

3 uas by 1977 it would appear nobody will be voting at all! 

Come on members! Wake up! Tell the Council what you 
dU E ont: tell them why you don't vote; tell them what you want 
X the professional body to represent; tell them your views, your 
4 Y. wishes, your opinions; tell them anything on which you have 
| an opinion concerning our profession. But don't just sit back, 
_ place the large brown envelope in the waste-paper basket and 
E d eclare “Let them get on with it; I am too busy to care.” 
- The world of accounting is changing fast, whether we like 
t or not. Is it really true that nearly 9o per cent of the members 
x bof what claims to be the most prestigious body of accountants in 
/ oth world couldn't care about those changes or are prepared to 
D wee them? Is the only matter which can raise enthusiasm in 
all the affairs of the Institute the question of what annual 
Subscription should be paid? 
This problem of apathy is not a problem the Council can 
jlve; it needs us, the members, to deal with it. If members 
a find either the time or the will to give some thought to 
- the future of their own profession — excluding of course those 
- Cases. where a member for practical reasons is unable to com- 

E municate his views (maybe because he is travelling through the 
ici jungle) - I would suggest they resign their member- 
Ship, and leave the profession to those who care about its stature 
and its future. 


EA at 
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l London Wr. 
A The Logic of ED12? 


3 E Si, ~ Has Lewis Carroll joined the Accounting Standards 
Steering Committee, or am I being abnormally obtuse? Para- 
Sn aph 17 of ED12 states that ACT on dividends proposed will 
be a current liability and paragraph 34 provides that ‘the ACT 
2 on proposed dividends (whether recoverable or irrecoverable) 
8 ES hould be included as a current tax liability' in the balance sheet 
(The Accountant, May 24th). 
— ACT is not tax deducted from dividends. It is a payment on 
| E uo of a company's corporation tax liability for the year in 
| 3 which it is payable. The date of payment of a dividend is the 
occasion on which a company must make a payment on account 
E. cof its corporation tax but this hardly seems justification for 
A . treating the corporation tax as a liability of an earlier year. 
-. Thus, if a proposed dividend of £70 is included in the accounts 
or = et I, its payment during year 2 will force the company to 
- make a. payment on account of its corporation tax liability for 
E Ls ear 2 of £30. But how can this amount of £30 be a current 
bility at the end of year 1, which is what ED12 envisages? 

Where the ACT is not expected to be recoverable, then 
E f E s may well dictate that it should be provided for in 
year 1 as it will, in effect, be an extra cost of paying the dividend. 
es n. normal circumstances where recoverability can be reasonably 
ug anticipated, however, there does not seem to be any justification 
E - for treating it as a liability i in year 1. If it is good accounting to 
= “i provide i in year 1 for the tax of year 2 why provide for a portion 
-  ofit only? Or if provision is to be made in year 1 for year 2's cor- 
.. poration tax why not also provide for its rent, rates and other 
E - expenses? 

— . Af any of your readers can see the logic behind the EDr2 
- proposal I would be interested to hear it as at present the 
proposal seems to me to be pure Alice in Wonderland. 


F: Yours faithfully, 
| London Wr. R. W. MAAS. 
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Yours faithfully, 
W. R. J. B. CROSS. 
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Integration 

Sir, - Mr H. O. H. Coulson feels that there are Council 
members of the English Institute who still hanker after a further 
attempt at integration (May 17th issue). Why not — especially 
at a time when the English Institute is looking into the pos- 
sibilities of reciprocal arrangements for membership with 
accountancy bodies overseas? 


Is integration objectionable at home but fashionable with 
someone overseas, possibly unknown? When standards are 
compared, it depends on who is comparing them. Mr M. 
Greener (‘Roundabout’ May roth), says that certified students 
tend to be more intelligent, whereas Mr Munkman (May 3rd 
issue), thinks otherwise. 


Accountants in the UK feel that accounting standards in 
Europe are low, whereas Mr A. F. Tempelaar, in your issue of 
February 8th, pointed out that it was not true, and how one is 
often tempted to say standards back home are higher. One 
wonders what happened to the proverb ‘grass is greener. . .’. 
Ironically, the Scottish Institute's Secretary has pointed out 
that, under the usual criteria, UK accountants may not even 
be ‘qualified’ to audit companies in the EEC unless admitted 
through some back-door arrangements. 


However, one thing is clear. Employers no longer select 
accountants by the tag; the accountant with superior or relevant 
experience stands a better chance of being selected. Isn’t this 
a good reason to have a second crack at integration of the 
Institutes and the Association? 

Yours truly, 


Singapore. KAKA SINGH. 


Absurdity of Indirect Taxation 


Sir, — Mr Whiteman’s excellent article in your issue of June 7th, 
‘No Taxation by Implication’, serves to underline very heavily 
indeed the manifest absurdity of all indirect taxation. The 
‘Excise’ part of Customs and Excise should be wound up 
without delay. In the present grossly inflationary situation, 
there is simply no justification whatsoever for excise duties. 


If Customs and Excise, in order to save face, wish to find a 
countervailing source of revenue, it is suggested that they 
should get together with the Inland Revenue and come up with a 
‘National Contribution’. It has got to come. But how long do we 
have to wait for it? 


I find it so difficult to comprehend the notion that a tax on 
caravans, children’s clothing, and cough-drops could be both 
a source of revenue to government and a sophisticated economic 
regulator. It is one thing or the other; it cannot be both. Add to 
this absurdity the requirement that it should also cause a 
significant transfer of wealth from the rich to the poor, and we are 
really in the world of fantasy or make believe. 


A National Contribution based strictly on the factual ‘ability 
to pay’ of the individual is the only proper, dignified, sane, 
sound, sensible way of obtaining money for government 
purposes. The question of economic management is and should 
be absolutely divorced from the mechanics of such a system. 
Nobody has yet discovered how to ‘manage’ an economy 
successfully, and therefore the ‘tools’ required have not yet been 
invented either. 


Possibly the most frightening aspect of indirect taxation, 
though, is the extraordinary spin-off situation which causes 
otherwise sensible people to say, ‘Ah, but if we took the tax off 
whisky and motor cars today, tomorrow the roads of Britain 
would be filled with drunken drivers.’ 


Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL. 
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Jersey Jamboree 


Emile Woolf, F.C.A., a director of the London School of 
Accountancy, reports in lighter vein on the recent annual general 
meeting of the Association of Independent Tutors in Accountancy. 


HE Hotel l'Emeraude, Jersey, was the 
venue for the annual general meeting 
from June 13th-15th of The Association 
of Independent Tutors in Accountancy. 
'The actual annual meeting was a brief 
affair, but participants managed, with 
customary flair, to expand their activities 
to three days in this delightful setting. 
Official business began after lunch on 
the 13th with an interesting account 
from Professor David Solomons (of 
long-range inquiry fame) of the account- 
ancy situation in the United States, 
Canada and Australia. With future plans 
for the UK still in the melting pot, 
comparative studies are of considerable 
value and it seems clear that Professor 
Solomons is ready to draw on lessons 
learnt abroad. in formulating his own 
recommendations, shortly to be issued 
to the bodies who jointly appointed him. 
In his usual concise manner, Professor 
Solomons commented on the main 
educational features of each of the 
overseas nations concerned, and con- 
cluded by drawing together the following 
attributes which, for the most part, are 
shared by all three: (1) all graduate entry; 
(2) examinations under the control of the 
professional bodies; (3) professional in- 
struction takes place after completing 
the degree (USA and Canada); (4) less 
pre-qualifying practical experience re- 
quired than in the UK; (5) no system 
ofarticles, and (6) the examinations are 
nationwide, transcending boundaries. 


Hospitality 


Jill and Mervyn Frankel extended 
their hospitality to everyone on the first 
evening at their delightful home at St 
Lawrence. A perfect mid-summer's even- 
ing and a quiet background of quadro- 
phonic sound provided an unparalleled 
setting for cocktails, canapés and croquet, 
after which the entire party of 28, 
including wives, descended upon the 
Greenhills Country Hotel for further 
liquid sustenance and dinner. 

Theshort journey to Greenhills was, for 
some, the major event of the week, 
assisted as it was by an assortment of 
motive power from the Frankel stable — 
including one vintage yellow and black 
Rolls, one 1929 Alvis, five bicycles of 
varying youthful sizes, three minis, one 


Alfa, and a number of other lethal 
projectiles. 

Progress was slow and at times in- 
decisive as to general direction, impeded 
by motley pedestrians who felt more 
secure in that form of travel — mis- 
guidedly in some cases: the Professor was 
seen to take hasty refuge in a handy 
roadside hedge from time to time. One 
view is that he was impelled thus by 
John Anderson, cyclist, exhausted to the 
point of insensibility, but sufficiently 
conscious of his youthful image to refuse 
to give up. 

The survivors enjoyed food and wine 
of exemplary taste, and dinner concluded 
with a brief speech by chairman Jock 
Worsley, the main burden of which was 
to ‘move’ the happy gathering back to the 
Frankel homestead for purposes of port, 
snooker, darts, bridge, ping-pong and 
electric trains. 


Results of play 


Accurate reporting of what ensued is 
difficult, so I shall merely mention the 
results of the main sporting fixtures. 
Judith Anderson and John Bartlett 
excelled at ping-pong, the prize for the 
most promising beginner going to Peter 
Bruff. Messrs David Hewitson and 
Emile Woolf won £1 in the snooker 


stakes against Messrs Worsley and 
Frankel. 
Nina George and John Grenier 


triumphed in the darts challenge against 
Ann Hewitson and Richard Price, al- 
though certain of their methods were 
subsequently called into question. Messrs 
Ronald Ind, Neil Stein, John Cooper, 
Alastair Kennedy, Charles Prior, Chris 
Timms, Alan Brierley and Jill Frankel, 
settled down to several hours of serious 
bridge, but results differed according to 
who was reporting them. 


Arrival of the ‘guiding lights’ 


The following morning, those ‘guiding 
lights’ of the English Institute’s education 
programme, Bill Allen and his successor, 
Tony Sainsbury, flew in to meet the 
members. Mr Allen addressed the assem- 
bly on a variety of educational topics, 
but with particular reference to the 
present Foundation/Conversion arrange- 
ments for graduates, and his prognosis 
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for the ote sector through to 1981. 
After lunch the members went into the 
garden and split into two groups to dis- 
cuss the new professional examinations, 
the group on PE 1 beingled by Donald Rich 
(Mr Sainsbury in attendance) and that on 
PE 2 being led by Mike George (Mr 
Allen in attendance). These discussions _ 
proved to be extremely useful and threw . 
light on a number of features of the new. : 
syllabus not hitherto appreciated. HARI 
The serious business having been 
concluded, most members took advantage ia qe 
of the superb weather in the hotel's E. 
clover-shaped swimming pool. A hotly * 
contested game of water polo soon 
developed but discipline was sorely - 
lacking, certain parties continually chang- Es 
ing their allegiance in order to be on the 
winning side. Messrs Allen and Sainsbury 
did their level best to keep the action 
going by unselfishly retrieving the ball- E 
from the road on 19 occasions. R 
Other highlights included the estaba mu 
lishment of a new world record by John | i 
Anderson in repeating ‘nitty-gritty’ 88 - 
times while submerged, and an opposed d 
victory inthe water-ski-ing event, snatched - 
by John Grenier while everyone else was —— 
unsuspectingly engaged in a business j 
session. : 
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Officers for 1973-74 E 
On the morning of the 15th, the Associa- XE 


a more serious vein, and after its special | E 
business was concluded and accounts .. 
adopted, officers for the ensuing year ; > 
were appointed. Jock Worsley is to ` 
remain chairman for a further year, — 
and is to be ably assisted once more by — E. 
John Whiteside as secretary. John . E. 
Anderson was elected vice-chairman, M 
and Peter Bruff, treasurer. Neil Stein is. > F 
to act as an extra committee member, 
and Stuart Anderson agreed to risk the e 
office of auditor yet again. i 


ICA ANNOUNCES INCREASED - E 
EXAM FEES 


The Institute of Chartered Accountants — 


in England and Wales has announced | E. 
the following increased fees, payable a 
from August 1st, 1973: b 
Examinations £p p 
Intermediate .. I0'50 —— 
Final Part I .. I1'50 9 
Final Part II .. cA 12°50 - 23 
Final Parts I and II together 2.7 I 928 
Referred subjects (all exami- A 
nations) SO 
Preliminary Certificate| Regist- ^ 
ration of Articles of Clerkship 10:00 


These revised fees, which have been 
reported to the Prices and Pay Board, 
have become necessary due to increased 
costs, including value added tax. 
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MPs Sympathetic to London 


Students’ Salaries Campaign 


HE London chartered accountant 

students’ salaries campaign was ex- 
tended to Parliament on Tuesday of last 
week as representatives from firms 
throughout London attended a lobby at 
"the House of Commons. The students 
-are campaigning for an Institute 'recom- 


ES 3 ‘mended’ minimum starting salary of 





* 
"E 
5 


IU 1,100, 
allowance of £200. 


DH 
y £2 


A 3 Canadian chartered 


with an additional London 

The lobby was preceded by a meeting in 
the Grand Committee Room attended by 
yi and MPs. In his introductory 
remarks to the meeting, the chairman, 
-Mr John Gilbert, C.aA.(CAN.), M.P., a 
E enan onthe Opposition Front Bench, 


e congratulated the students on the conduct 
^. of their campaign and commented on the 
-. reasonableness of their claim. 


'I am strongly in favour of accountancy 
students organizing to protect their 
interests’, he said, ‘a step which I feel 
‘is long overdue'. He was, he said, a 
accountant; the 


reason he had sought a Canadian and not 








— meeting 


for, 
- members. A survey conducted last year 


a British qualification was that he 
— realized that he would not have been able 
_ to manage on the sort of salaries being 


offered to articled clerks in England! 
The students! case was put to the 


by the new Chairman of 
- CASSL, Paul Hendrick. ‘All we are asking 
he said, ‘is a living wage for our 


revealed an average starting salary in 


- London of £650 per annum - less than 
— the Social Security subsistence level. 
- The salary we are seeking is less than two 


thirds of the national industrial average.” 


- Alternatives 
Paul Hendrick argued that the alterna- 


tives to the minimum salary they were 


- seeking were either for students to take 
part-time jobs — a practice forbidden by 
the Institute and which would reduce 
— still further the limited time available 


for study — or for students to seek 
support from their parents which would 


— make it even more difficult for those 
— from a working-class background to take 
up accountancy. 


“The Institute's response to our claim”, 
he continued, “has been woefully in- 
adequate, as have been its attempts to 
reform the system of articles which, with 
its restrictions on mobility of labour, 
depresses salary levels, and its attempts 
to reform the educational system with its 
reliance on unsupervised expensive 
private sector courses.’ What was needed 


was an investigation by such a body as 
the Department of Education and Science, 
or the Select Committee on Education 
and Science into accountancy education 
and training, and education and training 
in the professions in general. 

In the discussion and questions which 
followed the meeting, Mr Michael 
Shaw, J.P., M.P., F.C.A., congratulated the 
students on the presentation of their 
case. Speaking as a chartered accountant 
in practice, he said that he was able to 
appreciate the problems that would face 
firms, particularly the smaller ones, in 
implementing the students’ proposals. He 
did, however, accept that some firms did 
offer inadequate salary levels. “The 
problem could be greatly alleviated’, he 
said, ‘by improving the advice and 
guidance given to prospective students.’ 

Richard Vinson, B.A., immediate past 
Chairman of the Society, pointed out that 
whilst there was a great divergence 
between salary levels offered by large and 
small firms, there was not the same 
divergence on charge-out rates for stu- 
dents. “The minimum charge-out rate’, 
he said, ‘is usually about {2°50 per hour 
which should be more than sufficient to 
finance our recommended salary level 
and cover overheads.’ 


Poor supervision 


Mr Bruce Millan, C.A., M.P., said he was 
particularly concerned by the apparent 
inadequacy of the Institute’s supervision 
of a student's education and training. He 
cited the example of the Scottish In- 
stitute, which exercises much more 
control and, in fact, runs its own courses. 
‘I believe, too’, he said, ‘that it is vital 
that the English Institute develop and 
formalize its negotiating links with 
students so that meaningful negotiations 
can take place on salary levels and 
reform of the educational system.’ 

In his closing remarks to the meeting, 
Pradip Pattni, the  Society's new 
Honorary Secretary, thanked the MPs 
for their attendance and in particular 
those who had taken part in the dis- 
cussion and had promised to take up the 
students’ case. 

Messages of support had been re- 
ceived, he said, from a number of 
MPs who had been unable to attend the 
meeting because of pressing business 
elsewhere in the House, including Mr 
Reg Prentice, M.P., Sir Elwyn Jones, 
Q.C., M.P., Mr Rafton Pounder, M.A., F.C.A., 
M.P., and Mr Arthur Lewis, M.P. 


June 28th, 1973. 


LEEDS CASS GOES BAVARIAN 


A NEW style of event was added to the 
Leeds CASS social calendar on June 
12th at Hofbrauhauns in the Leeds 
Merrion Centre. 

Steins in hand (beer mugs to the un- 
initiated) about 40 of the Society's mem- 
bers and their girl friends stomped their 
way through many familiar tunes given a 
new lease of life by Herr Baron and his 
Oompah Band. Everyone present from 
the newest member to the honorary 
secretary underwent the trial of balancing 
(somewhat more precariously as the even- 
ing progressed) on the narrow benches, 
moving themselves and their lager in 
time to the music. 


MANCHESTER'S SHARE 
VALUATION. COURSE 





There was a good attendance of members 
of the Manchester CASS at the first of the 
recent series of one-day lectures given by 
the London School of Accountancy. 

The subject — “Share valuation’ — was 
tackled by LSA lecturer, John Wilshire, 
A.C.A., who ably explained the current 
trend in examination problems of this type 
with many illustrations and commented on 
the difficulties encountered in practice. 


LETTERS TO ROUNDABOUT 


London's Militancy 'Damaging' 


Sir, — The attitude of the London Stud- 
ents’ Society members at their AGM, 
reported in ‘Roundabout’, June 14th, can 
only be described as severely damaging, 
not only to CASSL but to all students’ 
societies and ACASS who are trying to 
build up and maintain a professional 
working relationship with their respective 
senior societies and the Institute. 

Students' societies cannot afford to 
appear as militant banner-waving students 
who seem to think that they have not yet 
left the university campus battlefields. 
CASSL members should remind them- 
selves that they are junior members of a 
highly-regarded profession, the profession 
they are eventually hoping to obtain full 
membership of. At present they are dis- 
crediting themselves, and will achieve 
nothing unless they change their method 
and attitude of approach. 

I wish to make it quite clear that no 
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member of the Liverpool Students” 
committee upholds London's attitude to 
‘outright militancy’ and in the long run, 
I believe that we, as with other societies 
such as Birmingham, achieve more for our 
members by being professional, tactful 
and diplomatic. 


Yours faithfully, 


CHRISTOPHER ALLAN, 
Secretary, Liverpool CASA. 


Plight of Overseas Students 


SIR, — According to regulations announced 
by The Institute of Chartered Accountants 
in England and Wales, students entering 
articles after July 31st, 1973, must first 
complete a compulsory nine months' 
course at a Polytechnic. 'lThus clerks 
joining firms between May and July will 
naturally look for their prospective prin- 
cipals to sign articles before the end of 


. July. 


UT 


TU" 


- 


Publication of the new regulations, 
although made with the best of intentions, 
has none the less put overseas students 
who are already in the UK into an under- 
standably and obviously difficult situation. 
Unless they can obtain articles im- 


Another Look at 


London CASS 


by Kevin Lennon, Chairman, 1971-72 


ROM the rather grim prospect of the 
London Chartered Accountant 
Students’ Society’s brush with insolvency 
as reported at last year’s annual general 
meeting, a much more exciting charade of 
outright militancy was the theme of this 
year's meeting (“Roundabout’, June 14th). 
Admittedly, on reflection, the conduct 
and outcome of the meeting were almost 
inevitable, but none the less there were 
few people who did not express surprise. 
It seemed that no sacrifice was too great 
to ensure the complete takeover by Paul 
Hendrick and his allies, and the supreme 
example of this was the dismissal of Mr 
David Richards, F.C.A., as honorary trea- 
surer. The fact that Mr Richards had been 
a powerful ally of the students was ir- 
relevant. He was qualified, and therefore 
unacceptable to the Hendrick concept of 
a student movement. 


Tacit endorsement by ACASS 


It was only a matter of time before an 
individual like Paul Hendrick arrived on 
the student scene. The fact that he is now 
the leader of the Society (‘Roundabout’, 
June 18th), is a pointer for other societies 


—— 
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mediately, they stand to lose two academic 
years. 

I wish to draw the attention of the 
Institute, of the profession and of students 
throughout the world — and those in 
Great Britain in particular — to the 
pitiable position which some students 
already working with firms though not 
formally articled find themselves in. 
Principals seem to feel no obligation if 
articles are not offered after an agreed 
probationary period; possibly they do not 
even realize the poor student’s difficulty in 
time to offer advice which may help him 
to save two valuable years. 

The second point I would bring to your 
attention is the unfortunate attitudes 
which exist between racial groups — for 
example, Kenya Asians and those from 
India, Pakistan or Bangladesh. I have 
encountered a case in which three clerks 
were driven, within the space of a month, 
to leave one particular firm because of 
the adverse environment thus created. 

I appeal to all those who feel concern 
to give these matters their earnest con- 
sideration. 


Yours faithfully, 
VICTIM. 


Name and address supplied. 


in the country, of which CASSL has 
been the most radical in recent years. 
The tacit endorsement by the ACASS 
Executive of his aims is further re- 
inforcement of approaching change 
among all the societies. 


Paul Hendrick can claim very little 
originality in ideas. What he has got that 
is new to the accountancy student move- 
ment, 1s a dogmatic approach to nego- 
tiating with senior bodies — dismissing 
the traditional practice of compromise 
and replacing it with his own particular 
brand of intransigence cultivated from his 
experience with the National Union of 
Students in Manchester. 


What is important is whether his 
leadership will give birth to a better 
student movement — one that has the 
interests of its members in their role as 
students as its prime concern, always 
remembering that each of them wishes to 
be a chartered accountant in the very near 
future. Outward evidence of this will be 
an increased interest by a cross-section 
of students in their society and con- 
tinuing student influence on developments 
within the profession affecting students. 
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Popular appeal to the Hendrick cause 
has been fuelled by his salaries campaign 
and the Institute’s attitude towards it, As 
far as students are concerned, we un- 
doubtedly have a two-tier profession — 
with the large firms paying good salaries 
and providing appropriate work and 
expensive professional development 
courses. 

This is a fact of life but, high salaries 


apart, the Institute cannot accept a 
double standard in the quality of pro- 
The Institute — . 
admits that not all students get the five- — 


fessional development. 


star treatment, but has yet to take firm 
action in this direction. 


The new President of the Institute, - 


Mr E. Kenneth Wright, M.A., F.C.A., may 


surely claim a new initiative as his | 
privilege. He should publicly commit the — 
Institute to the principle of a fair wage — . 


and adequate training standards being 


made compulsory in the near future. 
A side effect of this would be to strengthen — — 
considerably the position of students 


opposed to the new-style leadership. 


For his part, Paul Hendrick must not 
be so naive as to imagine that his mini- — 
mum salary is the solution for all. Many  . 
students may be happy on a lower salary 


with extra fringe benefits. 


Unsatisfactory relationship 


to be seen. Relations between the senior 


low. 
The senior bodies would be deceiving 
themselves if they dismissed the desir- 


bodies and CASSL are at an all-time : 5 


ability of CASSL being a pressure 


group. There is ample evidence that this 


is a worth-while stance, and there is © 


written evidence that non-political and 
influential Institute members positively 
support this development. 


What is in dispute, however, are the 


methods employed. Paul Hendrick's 


intention to co-opt assistance from - 
nationally organized political pressure — 


groups and his indifference to the 
prestigious position of CASSL all serve 
to limit any possibility of widespread 
support, and ignore the political realities 
of the day. 


HONORARY SECRETARY 


In last week's issue we stated that 
Pradip Pattni was the new Vice-Chairman 
of the London CASS. We now under- 
stand that his official title, as embodied in 
the Society’s new rules, is Honorary 
Secretary. Te mur 
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x Index to Vol. 168 
x January to June 1973 


- The General Index to this volume - 
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im January to June 1973 — will be published 
E 


with the issue dated July sth, 1973. 

The parts of the volume should 
- therefore not be sent for binding until 
. the index has been added. 


PROFESSIONAL NOTICES 

"The Bahamas firm of PRICE 
- WATERHOUSE & Co announces the retire- 
- menton June 3oth, 1973, of Mr Aran H. 
=$ X Bricos and the admittance to E 
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1973. 

FRYER ATERI & Co and BUTLER 
- Viney & Co, Chartered Accountants, 
announce that they will merge their 
practices in London and the provinces 
a on November ist, 1973. An association 
— of the two firms has been formed with 
de effect from July 1st, 1973, in preparation 
_ for the merger. 


PRICE WATERHOUSE & Co, European 
E firms, announce the resignations on 
March 31st, of Messrs G. S. ARCHER and 
= B. A. ELLIOTT and on June 30th, 1973, of 
5 . Mr J. W. ETHERINGTON, and the ad- 
* mission to partnership in the European 
firms as of July 1st, 1973 of Messrs J. P. 
a . BROOKS (Frankfurt), P. R. Cariss 
pu (Munich), T. J. DonertY (Paris), J. 
— ESKILSON (Stockholm), M. R. G. GROVES- 
E. RAINES (Paris), L. E. MOLLEKEN 
Mem (Teheran), S. SOHRAWARDY (Paris), 
Be AE, E. eru (Frankfurt) and M. R. 
STEWART (Milan). 


px SAFFERY, SONS & Co, Chartered Ac- 

- countants, of St Martins House, 16 St 
Martin's-le-Grand, London EC1A 4EP 
and 1 Union Crescent, Cecil Square, 
Margate, Kent, announce that, as from 

` July 1st, 1973, the name of the firm is 
changed to Sarrerys. There is no change 
in the partners of the firm. 


SPICER AND PEGLER and CHAMBERLAIN 
Turton & Dunn (of Nottingham) an- 
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nounce the formation, with effect from 
July 1st, 1973, of a joint firm with the 
name SPICER AND PEGLER, CHAMBERLAIN 
& Co. Both founder firms will continue 
to practise independently under their 
present styles and from their present 
addresses. 


SPICER AND PEGLER announce that they 
have made an association with FRANCAISE 
DE REVISION, 93 Rue Saint Lazare, Paris. 


APPOINTMENTS 


Mr P. A. H. Baily, F.c.a., has been 
appointed secretary of The Metal Box 
Company Overseas. 


Mr Raymond W. Hall, F.c.c.a., has 
been appointed secretary/financial con- 
troller of Christopher Moran Holdings 
and Christopher Moran & Co, Lloyd’s 
brokers. 


Mr Henry Mansfield, F.I.M.T.A., D.P.A., 
City treasurer and controller of Cardiff, 
has been appointed financial officer of 
South Glamorgan. 


Mr Adrian S. Moore, A.C.A., has been 
appointed chief accountant and secretary 
of Brico Engineering in succession to 
Mr D. P. E. Mason, F.C.A. 

Mr W. E. Quance, F.c.A., who in his 
professional capacity has been associated 
with Ash & Lacy Ltd for more than 35 
years, has become a non-executive direc- 
tor on his retirement as a partner from 


Thornton Baker & Co. 


Mr D. A. J. Manser, F.C.A., F.C.M.A., 
J.DIP.M.A., has joined the board of Thomas 
Tilling as an executive director. 





Mr D. A. J. Manser 


Mr A. Palhier 


Mr Adrian Palmer, A.C.C.A., formerly 
divisional controller, (Cryogenics 
Sytems) at Air Products, has been ap- 
pointed chief accountant of Fiat (Eng- 
land). 


Mr John B. Robertson, A.C.A., has 
been appointed secretary of Bayer (UK) 
and its largest subsidiary, Bayer Chemical. 
He will remain divisional manager of 
Bayer Chemicals. 


Mr M. R. T. Willings, F.C.A., who was 
formerly comptroller of CPC Europe, 
has been appointed financial director of 
CPC (United Kingdom). 
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DOUBLE TAXATION 

France 
The supplementary protocol amending 
the dividend article in the Double Taxa- 
tion Convention between the United 
Kingdom and France which was signed 
on May 14th, has now been published 
as a Schedule to a Draft Order in 
Council. 

Jamaica 


The United Kingdom-Jamaica Double 
Taxation Agreement, which was signed 
on March 16th, was published on June 
11th as a Schedule to a Draft Order in 
Council. 
Cyprus 

The supplementary agreement revising 
the dividend article in the Double Taxa- 
tion Agreement between Cyprus and the 
United Kingdom, which was signed on 
May 18th, has been published as a 
Schedule to a Draft Order in Council. 


Malaysia 
The United Kingdom - Malaysia Double 
Taxation Agreement which was signed 
on March 3oth, 1973, was published on 
June 18th as a Schedule to a Draft Order 
in Council. The Draft Order is subject to 
approval by the House of Commons. 


INLAND REVENUE 
PUBLICATION 


The Board of Inland Revenue have 
issued a revised copy of pamphlet CAr: 
Capital Allowances on Machinery or 
Plant (New System). 

The pamphlet is obtainable free of 
charge on request from any office of HM 
Inspector of Taxes. 


REGISTRAR OF BUSINESS 
NAMES 


As from June 18th, the address of the 
Registrar of Business Names is Room 308, 
Pembroke House, 40-56 City Road, 
London ECr1Y 2DN (Tel: 01-253 9933). 


TRAINING OPPORTUNITIES 
FOR GRADUATES 


ICA Directory of Firms 


The 1974 edition of the Directory of 
Firms uith Training Opportunities for 
Graduates of Universities in Great Britain 
and Holders of CNAA Degrees is now 
being compiled by The Institute of 
Chartered Accountants in England and 
Wales. 

This will be the sixth year in which 
this publication has been issued, and the 
value of the book is widely recognized 
by appointments officers at the universi- 
ties and polytechnics. Supplies are sent 
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to all United Kingdom universities and 
to all polytechnies where CNAA degree 
courses are available. It is also forwarded, 
free of charge, to individual applicants. 

Members are requested to notify the 
Institute if they wish to advertise their 
graduate vacancies for 1974. The cost for 
each office entry is £22, inclusive of VAT. 

Inquiries or material for copy should 
be sent to: The Student Counsellor, The 
Institute of Chartered Accountants in 
England and Wales, Chartered Ac- 
countants' Hall, Moorgate Place, London 
EC2R 6EQ. 

The latest date for receipt of copy 
"will be Friday, August 17th. It is anti- 
icipated that stocks of the booklet will be 
available at universities and polytechnics 
at the commencement of the Autumn 
term. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


List of Members 1973 
The 1973 edition will be available to 


members in September next. An order 
form will be included in the inset to the 
July Newsletter mailed to members on 
July 25th. Overseas and retired members 
will be sent separate order forms. 


Re-admissions to membership 


The following re-admissions to member- 
ship under clause 23 of the Supplemental 
Royal Charter have become effective: 


Sajjad Ahmad, A.c.A., Peshawar, Pakistan. 

Richard Whitelaw Griffiths, A.c.A., Hong 
Kong. 

Fred Hitchen, F.c.a., Kendal. 

Leslie Brian Meher, A.C.A., 
Liverpool. 

Malcolm Moore, A.C.A., Maseru. 

Anthony Onyemauchechi Nwangwu, 
B.COM., A.C.A,, Nigeria. 

Cecil George James Silcock, F.c.A., Reigate, 
Surrey. 


Kirkdale, 


LONDON MEETING ON ED11 


Following the publication of EDr1 on 
“Accounting for Corporation Tax under 
the Imputation System”, members of the 
London and District Society of Chartered 
Accountants are invited to a special 
evening meeting to express their views. 
These views will be passed to the 
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Institute’s sub-committee dealing with 
this exposure draft. 

The meeting will be held in the 
Council Chamber at Chartered Ac- 
countants' Hall, Moorgate Place, London 
EC2 at 5.45 p.m. on Tuesday July 17th, 
and will close at 7.15 p.m. with light 
refreshments. The fee is £14- VAT 10p, 
including beer and sandwiches after the 
meeting. 

Applications for tickets should be 
addressed to the Secretary of the Society 
at 56 Goswell Road, London EC1M 


7ÀY (01-253 4518). 


NEW PRESIDENT OF 
SOUTH EASTERN SOCIETY 


Mr D. M. Arnold, F.c.a., has been 
elected President of the South Eastern 
Society of Chartered Accountants to hold 
office until next May. He is in practice 
in Brighton, having been a partner since 
1957 in Graves, Goddard and Horton- 
Stephens. 

Mr Arnold is aged forty-three and was 
educated at the Brighton, Hove and 





Sussex Grammar School and Hurstpier- 
point College. He was articled to Mr S. E. 
Graves in Brighton and qualified in 1955. 
He has been a member of the South 
Eastern Society committee since 1966. 

From his home in Ringmer, Sussex, he 
shares an interest in gardening, natural 
history, music and wine with his wife, 
Alice. They have a daughter of 17 and a 
son of 12. 

The new Vice-President of the Society 
is Mr R. B. M. Knight, J.P., F.C.A., a 
partner in Chater, Knight, Tyson & Co, 
also of Brighton. 


JOHN FOORD & COMPANY 


61 OUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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NORTHERN SOCIETY'S 
NEW PRESIDENT 


Members of the Northern Society of 
Chartered Accountants recently elécted 
Mr R. E. Gray, F.c.a., as their President 
for 1973-74. A former member of the 





Society of Incorporated Accountants, Mr - 
Gray has been a member of the Society's . 


my 


committee since 1965 and was its Vice- - 
President for 1972-73. & 
During the Second World War, Mr — 
Gray served with HM Forces in the - 
campaigns of North Africa, Sicily and — 
Italy. He joined the London office of — 
Peat, Marwick, Mitchell & Co in 1948, - 
and is now senior partner in their — 
Newcastle practice. " 
Other officers elected for 1973-74 are: 
Vice-President: Mr R. G. Wilson, F.C.A. 
Hon. Treasurer: Mr S. J. P. Bevan, 
A.C.A. miu 
Hon. Secretary: Mr L. H. Gatoff, B.A. 3 
(ECON.), F.C.A. ' 
As from July 1st, the Society has its - 
permanent office at County Chambers . 
(1st floor), Westgate Road, Newcastle- . 
upon-Tyne NEr 5XU (0632 612389). 
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CERTIFIED ACCOUNTANTS’ 
CENTRAL LONDON SOCIETY 


Mr Robin Waldron, F.C.A., F.C.C.A., + 
C.P.A., has been re-elected President of the — 
Central London Society of Certified . 
Accountants. At the Society’s recent - 
annual general meeting Mr Graham — 
Moullin, F.c.c.A., was elected Vice- — 
President and Chairman of the Students’ | 
Committee; Mr Stuart Wood, F.C.C.A., - 
was re-elected Treasurer, and Miss I. E. — 
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Thurston, F.C.A., F.C.C.A., in continuing 
as Secretary is to be assisted by Miss 


Eileen Heeny, A.C.C.A., a non-member of 


the committee. 

In the course of his annual report, Mr 
~ Waldron referred to the recent formation 
— of the Greater London Liaison 
Committee of certified accountant dis- 
trict societies, of which he is chairman, 
and to the issue of the unification of the 
accountancy profession which he stead- 
. fastly believes must happen. He paid 
tribute to the work of Mr Moullin in 
student affairs, and particularly the 
_ training courses which had achieved such 

E E notable SUCCESS. 
4 Miss Vera Di Palma, F.C.C.A., F.T.L.I., 
M member of the Council ‘of the E BEAN 
^ — thanked Mr Waldron for his work on 
behalf of the Central London Society and 
pe ettulated him on his recent election 
to the Council. 


BRISTOL SOCIETY'S 





E. : NEW PRESIDENT 
E. Mr Robin Langdon-Davies, D.F.C., F.C.A., 








| a partner in Harmood Banner & Co, is 
the new Chairman of the Bristol Area 
_ Society of Chartered Accountants. 
. Born in 1920, he was educated at 
pt ` Leighton Park School, and started articles 
P. — with Thornton & Thornton, of Banbury, 
before six years' war service in the Royal 
x Air Force, in which for a time he com- 
. manded No. 6 Squadron. He returned to 
- Thornton & Thornton in Banbury after 
the war and qualified in 1950, becoming a 
Jg - partner in the firm in 1951. He has since 
remained in practice, moving to Bristol in 
sc 2 ge 
A Mr Langdon-Davies, who is married 
with two children, was secretary of the 
. Society from 1965 to 1969, and for the 
- past twelve years has been the national 
A honorary treasurer of Oxfam. 


LONDON INTERNAL AUDITORS' 
| PRESIDENT 


Mr Frank Stanyard, D.F.C., A.C.C.A., 

-. A.L.M.T.A., assistant treasurer of the GLC 
ram charge of internal audit, has been 
- elected President of the London Chapter 
o the Institute of Internal Auditors for 
1973-74. Mr Stanyard has been a 
B desnber of the Institute's Education 


as 
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M. Committee for three years, and was first 
c Vice-President of the London Chapter 
B last year. 
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BANKRUPTCY RECORDS 
England and Wales 
Details of bankruptcies in England and 
Wales are maintained in a public search 
room at Room 9or, Thomas More 


TUS dime o M | 
Er DEL MEE dust He. une 28th, 1973 


Building, Royal Courts of Justice, Strand, 
London WC2A 2JY. 


Searches can be made personally or by an 
agent, and a fee of 25p in respect of each 
bankruptcy inquiry is payable at the time. 





THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Technical Advisory Committee 


The 184th meeting of the Technical 
Advisory Committee was held on May 
31st in the Council Chamber at Char- 
tered Accountants' Hall, London. 'There 
were present: 

Mr J. A. P. Whinney (in the chair). Messrs 
B. G. Blackborn, M. T. R. Brookman, R. P. 
Brown, R. St J. Buller, J. Burgoyne, L. H. 
Clark, I. F. H. Davison, C. C. Dobson, N. J. 
Edwards, N. Cassleton Elliott, A. C. Essex, 
R. Firth, L. T. Gardner, C. R. ar Goodwin, 
]. H. Jewitt, E. G. Hill, Halmer Hudson, H. B. 
Huntington-Whiteley, W. W. W. Martin, 
K. Mashford, D. Napper, E. R. Nicholson, 
R. D. Pearce, G. B. Pidsley, J. M. Pitts, H. G. 
Sergeant, M. Sheppard, F. A. Sherring, K. A. 
Sherwood, C. E. Smith, T. P. Thomas, G. 
Thompson and P. C. Westwood, with Mr 
G. A. Slator, Secretary to the Committee. 
Messrs H. P. Gold and T. R. Watts attended 
by invitation. 

Membership 

The Committee expressed its appreciation 
of the services of the following members 
who would be retiring from the Com- 
mittee on the conclusion of their term of 
office: Messrs B. H. Buckley, G. F. 
Appleton and D. J. Ironside. 

The following appointments to mem- 
bership of the Committee for the year 
1973—74 were reported: 


Nominated by the Council: 

Messrs M. T. R. Brookman, F.c.a., P. J. 
Cavanna, F.C.A., L. H. Clark, F.c.a., N. 
Cassleton Elliott, M.A., F.C.A., A. C. Essex, 
F.C.A., D. Napper, F.C.A., E. R. Nicholson, 
F.C.A., B. G. Rose, F.C.A., H. G. Sergeant, 
F.C.A., G. Thompson, F.c.a., G. H. Vieler, 
F.C.A., and J. A. P. Whinney, F.c.A. 


Nominated by District Societies: 

Beds, Bucks & Herts: Messrs R. St J. Buller, 
F.C.A. and I. D. Muspratt, A.C.A. 

Birmingham: Messrs H. B. Huntington- 
Whiteley, F.C.A. and J. M. Pitts, r.c.a. 

East Anglia: Messrs N. F. Beecham, F.c.a. and 
E. G. Hill, F.c.a. 

Hull: Messrs C. C. Dobson, F.C.A. and C. E. 
Smith, F.C.A. 

Leeds: Messrs M. B. L. Buck, F.c.a. and 
N. Smith, F.C.A. 

Leicester: Messrs R. F. Watkins, F.c.a. and 
E. Watts, F.C.A. 

Liverpool: Messrs D. S. Hewitt, F.C.A. and 
TE PP. ods FCA. 


London: Messrs B. G. Blackborn, F.c.a., 
I. F. H. Davison, B.SC.(ECON.), F.C.A., Halmer 
Hudson, F.c.a., C. R. Shaw, F.c.a., K. A. 
Sherwood, F.C.A., B. W. Waters, F.C.A. 
Manchester: Messrs F. A. Sherring, F.C.A. and 
D. H. Slade, F.c.a. 

North West: Messrs G. B. Pidsley, F.C.A. and 
K. R. Stanley, F.C.A. 

Northern: Messrs C. Fox, v.R.D., F.C.A., 
R. Lovely, F.C.A. 

Nottingham: Messrs T. Bailey, F.C.A. 
J. H. Hewitt, F.C.A. 

Sheffield: Messrs R. Firth, J.P., 
M. Sheppard, F.C.A. 

South Eastern: Messrs C. R. P. Goodwin, 
F.c.A. and K. Mashford, F.c.A. 

South Wales: Messrs R. P. Brown, F.C.A. and 
P. C. Westwood, F.C.A. 

Southern: Messrs W. W. W. Martin, LL.B., 
F.C.A. and R. D. Pearce, F.C.A. 

West of England: Messrs G. Bar, F.C.A. and 
C. F. M. Hawkins, F.C.A. 


Co-opted by the Technical Advisory Committee: 
Messrs K. G. Bishop, F.c.a., J. Burgoyne. 
F.C.A., N. J. Edwards, M.A., F.C.A., L. T° 
Gardner, F.C.A., A. P. Hughes, F.c.a., F. R, 
Loader, F.C.A., J.DIP.M.A., F. W. R. Stocks, 
A.C.A. and T. P. Thomas, M.A., F.C.A. 
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Chairman and Vice-Chairman 

Mr A. C. Essex and Mr R. Firth were 
unanimously appointed Chairman and 
Vice-Chairman respectively for the year 
1973-74: 

Mr f. A. P. Whinney 

The Committee expressed unanimous 
thanks to Mr J. A. P. Whinney, Chairman 


for 1972-73, on the conclusion of a 
successful year of office. 


Matters considered 

Technical matters considered included: 
Proposed SSAP (ED1o) ‘Accounting for 
Value Added Tax”; proposed SSAP 


- (ED11) ‘Accounting for Deferred Taxa- 


tion’. 

Future meetings 

It was noted that meetings of the Com- 
mittee had been provisionally arranged 
for 2.15 p.m., on July 12th, October 11th 
and December 6th, 1973, January 31st, 
March 27th and May 3oth, 1974. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 


rincipal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 


Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION sii LONDON SW19 4DS 


01-947 22 


Accredited by the Council for the Accreditation of Correspondence Colleges 


L1 rir 


June 28th, 1973 ACCOUNTANT 


A COMPUTERISED ACCOUNTING SYSTEM 


Our terminal... Your accounts. 


TIGAR stands for: 


Texas Instruments General Accounts Receivable. 


It's a highly flexible, open-item sales ledger system. TIGAR's sales ledger holds all current transactions in 
detail. It covers every need - Discounts, VAT, Cash Posting, easy Balancing, Audits and Forecasting. 
It has compatibility with your existing invoicing system; alternatively, can provide a new system for 
automatic or semi-automatic billing. 
Because Texas Instruments put so much more into TIGAR, you get more out of it. 
All kinds of special working reports are easily extracted - statements, credit controls, subsidiary ledger, 
summary balances, VAT returns, and many other special reports to your specification. 
Texas Instruments European Information Centre, housing their large IBM computers, is at Croydon. 
Clients can use this directly, or through any of the Texas Instruments’ Data Centre installations. Clients 
throughout the UK and Europe already enjoy the low-cost, high-capability of this service. 
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| Ask about TIGAR, here: 
Tony Seaman, European Information Centre, Texas Intruments Limited, 
Canterbury House, Sydenham Road, Croydon, Surrey. Telephone 01-686 0061. 








-Abbey National 
give more power 
. foyour£ — 


The Big Rate’ on Share Accounts 


Y Y 
75% d. 6 
a. 
pa gross 
um 
IF YOU PAY 
BASIC RATE 
INCOME TAX 


And that's only half the you pay in or draw out. 
story with an Abbey National ^ You can withdraw as 













Share Account. much as £250 of your savings 
It's extremely simple to quickly and conveniently. 
operate. And as we have over 270 


Whether you have £lor ^ branches up and down 
£10,000, we look after it as if it the country-you're never far 


were our own. from your money. 
You don't pay a penny " Fillinthecoupon for 
in charges, however often details. 
Nam 





Address 
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ABBEY NATIONAL 


Abbey House, Baker St., London NW1 6XL Tel: 01-486 5555. 
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